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DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1997 


THURSDAY,  MAY  2,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  10  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 

Present:  Senators  Gregg,  Domenici,  Hollings,  and  Bumpers. 

DEPARTMENT  OF  JUSTICE 

Office  of  the  Attorney  General 

STATEMENT  OF  JANET  RENO,  U.S.  ATTORNEY  GENERAL 

OPENING  REMARKS 

Senator  GREGG.  We  are  going  to  start  this  hearing  a  little  early, 
because  the  Attorney  General  is  early,  and  that  is  great.  And  I  very 
much  appreciate  her  making  that  extra  effort  to  be  here  not  only 
on  time  but  early.  That  is  reflective  of  the  way  she  runs  her  De- 
partment in  my  opinion,  which  is  very  efficient.  Senator  Hollings 
I  expect  will  be  joining  us  shortly.  He  works  on  southern  time;  we 
work  on  northern  time. 

This  hearing,  obviously,  is  meant  to  go  over  the  budget  for  the 
1997  period.  That  budget  is  affected  significantly  by  what  has  hap- 
pened just  in  the  last  few  weeks  here  with  the  Congress  and  the 
President  on  the  agreements  which  were  reached.  One  of  the  bills 
which  was  finally  reached  was  the  Commerce,  State,  Justice  bill  for 
fiscal  year  1996,  and  that  bill  set  out  a  lot  of  priorities  which  will 
dominate  how  we  go  forward  in  fiscal  year  1997. 

To  the  extent  that  there  are  new  initiatives,  new  ideas  or  areas 
of  emphasis  which  may  be  different  than  what  was  done  in  the 
1996  proposals,  I  think  we  want  to  highlight  those  today.  In  addi- 
tion, I  think  it  should  be  noted  for  the  record  that  from  a  stand- 
point of  funding,  although  the  majority  of  the  Government,  espe- 
cially on  the  discretionary  side  of  the  budget,  has  received  signifi- 
cant reductions,  sometimes  in  some  accounts  whole  activities  being 
zeroed  out,  many  other  activities  being  reduced  by  30  percent — that 
is  not  an  unusual  number  to  find  in  many  accounts.  But  in  Justice, 
we  have  significantly  increased  spending  in  the  Justice  accounts 
over  the  fiscal  year  1995  levels.  This  action  reflects  a  belief  jointly 
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held  by  the  administration  and  the  Congress  that  a  stronger  com- 
mitment to  enforcement  of  our  criminal  laws  and  especially  in  the 
area  of  violent  crime,  terrorism,  and  illegal  immigration  is  abso- 
lutely critical. 

And  thus,  unlike  many  departments  where  the  issue  is,  how  do 
you  live  on  less,  the  issues  for  the  Attorney  General  have  been  how 
do  you  most  effectively  use  increased  resources,  and  I  think  the  At- 
torney General  has  been  very  effective  in  addressing  those  issues, 
and  I  have  enjoyed  working  with  her  and  will  now  turn  it  over  to 
the  Attorney  General  for  whatever  comments  she  wishes  to  make. 

ATTORNEY  GENERAL'S  OPENING  STATEMENT 

Ms.  Reno.  Thank  you,  and  I  think  one  of  the  reasons  that  I  have 
been  successful  is  because  we  have  had  the  opportunity  to  work 
with  you  and  Senator  Hollings  and  your  staffs.  Mr.  Taylor  and  Mr. 
Gudes  have  been  just  exceptional  in  working  with  us  to  address 
problems  of  mutual  concern  to  highlight  issues  that  we  will  both 
be  dealing  with,  and  we  have  appreciated  that  very,  very  much. 

IMMIGRATION  AND  NATURALIZATION  SERVICE  INITIATIVES 

Let  me  just  highlight  what  we  intend  to  do  to  build  on  what  the 
committee  and  the  Department  of  Justice  have  done  to  date.  Obvi- 
ously, one  of  our  concerns  is  the  Southwest  border,  both  from  the 
point  of  view  of  immigration  and  with  respect  to  drugs  and  corrup- 
tion along  the  border.  The  budget  before  you  provides  a  $428  mil- 
lion, or  16  percent  increase  for  INS  as  it  focuses  attention  on  the 
border.  That  would  include  hiring  700  additional  Border  Patrol 
agents  and  funding  126  of  the  authorized  but  unfunded  Border  Pa- 
trol agents  shortfall  that  I  identified  previously.  It  would  also  pro- 
vide additional  moneys  for  support  personnel  and  immigration  in- 
spectors. It  includes  $70  million  to  support  54  additional  agents  for 
the  DEA  along  the  Southwest  border,  70  additional  agents  for  the 
FBI,  and  91  assistant  U.S.  attorneys.  But  as  we  look  at  the  issue 
of  immigration,  we  have  tried  to  perfect  a  balanced  approach  that 
first  addresses  the  border  and  controls  illegal  immigration,  then  fo- 
cuses on  workplace  enforcement  and  the  removal  and  deportation 
of  criminal  aliens,  and  we  will  ask  for  additional  initiatives  in  that 
regard. 

For  fiscal  year  1997,  the  budget  for  INS  also  includes  $47.4  mil- 
lion in  fee-funded  enhancements  to  provide  immigration  adjudica- 
tion, naturalization,  and  inspections.  These  resources  will  permit 
198  additional  inspectors  to  be  stationed  at  air  ports  of  entry  to 
strengthen  border  facilitation. 

From  my  experience  as  a  prosecutor  in  Miami,  one  of  our  frustra- 
tions as  local  prosecutors  is  to  see  illegal  aliens  in  the  criminal  jus- 
tice system.  We  are  seeking  $330  million  for  the  State  Criminal 
Alien  Assistance  Program.  This  amount,  when  combined  with  the 
$170  million  we  have  proposed  to  be  available  out  of  the  State  Pris- 
on Grant  Program  provides  $500  million  to  reimburse  State  and 
local  governments. 


DRUG  ENFORCEMENT  ADMINISTRATION  INITIATIVES 

In  addition  to  our  initiative  along  the  Southwest  border  with  re- 
spect to  drugs,  the  total  Department  resources  dedicated  to  the  war 
on  drugs  increased  by  $705  million,  or  11  percent,  in  the  fiscal  year 
1997  budget.  Of  this  amount,  the  DEA's  law  enforcement  resources 
will  grow  by  18  percent  or  $156  million.  As  our  Nation's  lead  drug 
agency,  the  DEA  has  made  significant  progress,  both  internation- 
ally and  domestically,  in  stopping  the  flow  of  drugs  into  the  United 
States  during  the  past  year. 

Working  in  cooperation  with  the  Thai  Government,  the  DEA  dra- 
matically disrupted  the  flow  of  heroin  from  Southeast  Asia  with  the 
arrest  of  11  high-ranking  members  of  Burma's  Shan  United  Army, 
who  were  intimately  involved  in  drug  trafficking.  In  Colombia,  the 
DEA  was  actively  involved  in  bilateral  investigations  that  resulted 
in  the  arrest  of  the  leadership  of  the  Cali  mafia  by  the  Colombian 
national  police.  In  Galveston,  TX,  gang  violence  directly  attributed 
to  drug  trafficking  came  to  an  end  after  a  DEA  mobile  enforcement 
team  was  deployed  to  this  area.  These  are  a  few  examples  of  the 
results  that  we  can  build  on  with  funding  to  support  the  addition 
of  60  agents  to  the  mobile  enforcement  teams,  staffing  of  the  DEA 
country  office  in  Pretoria,  South  Africa  to  address  heroin  traffick- 
ing in  this  major  drug  transhipment  zone,  and  critically  needed 
DEA  infrastructure  improvements. 

As  you  have  pointed  out,  Senator — hello,  Senator. 

Senator  HOLLINGS.  Good  morning. 

COMMUNITY  POLICING  PROGRAM 

Ms.  Reno.  As  you  have  pointed  out,  violent  crime  is  a  mutual 
priority  for  both  this  committee  and  for  the  Department  of  Justice. 
With  the  investment  we  have  made  over  the  past  few  years  in  com- 
munity policing  and  the  Department's  antiviolence  initiative,  we 
have  seen  a  reduction  in  violent  crime,  but  now  more  than  ever  is 
the  time  to  reinvigorate  our  fight  on  this  front  to  stress  accelerat- 
ing youth  crime  and  come  to  grips  once  and  for  all  with  those 
senseless,  brutal  attacks. 

The  fiscal  year  1997  budget  before  you  includes  $1,976  billion  for 
the  COPS  Program.  This  includes  $1,950  billion,  the  level  author- 
ized in  the  1994  Crime  Control  Act,  to  hire  approximately  19,000 
more  officers.  However,  as  you  well  know,  the  recent  agreement  on 
the  fiscal  year  1996  spending  bill  assumes  $1.4  billion  per  fiscal 
year  for  the  COPS  Program  in  1996  through  1999  and  such  sums 
as  necessary  in  the  year  2000.  While  we  still  believe  the  levels  au- 
thorized in  the  1994  Crime  Act  are  optimal,  we  can  support  a  fund- 
ing level  of  $1.4  billion  for  COPS,  but  I  urge  that  the  subcommittee 
provide  the  remaining  $550  million  to  local  communities  to  be  used 
to  enhance  law  enforcement  activities,  including  the  hiring  of  more 
police,  and  to  permit  local  governments  to  develop  effective  law  en- 
forcement and  crime  prevention  programs. 

To  date,  the  COPS  Program  has  funded  over  34,000  police  offi- 
cers in  neighborhoods  and  communities  throughout  America.  These 
officers  are  making  a  real  difference:  crime  is  down;  people  are  feel- 
ing safer;  and  kids  can  play  in  their  yards  again.  With  the  recent 
conference  agreement,  it  is  estimated  that  nearly  45,000  officers 


will  be  funded  by  the  end  of  the  year,  keeping  us  on  track  to  reach 
the  President's  goal  of  100,000  additional  police  officers  on  our  Na- 
tion's streets  by  the  year  2000. 

ANTIVIOLENCE  INITIATIVE 

We  are  also  requesting  nearly  $36  million  in  additional  resources 
to  crack  down  on  youth  violence  and  gangs  and  to  support  initia- 
tives for  at-risk  youths.  To  combat  violence  against  women,  we  are 
seeking  $21  million  in  increased  funding,  bringing  available  State 
and  local  assistance  under  the  1994  Violence  Against  Women  Act 
to  $189  million.  The  bipartisan  support  for  this  program  reflects  its 
importance  in  helping  to  end  violence  within  the  family,  violence 
that  in  turn  too  often  seeds  another  generation  of  youthful  offend- 


COUNTERTERRORISM  FUNDING  REQUEST 

At  home  and  abroad,  the  threat  of  terrorism  to  Americans  is  as 
tough  as  ever  to  meet,  but  the  budget  before  you  takes  an  aggres- 
sive step  in  meeting  this  threat.  In  1997,  the  Department  is  seek- 
ing $18  million  for  108  new  FBI  agents,  who  will  be  actively  en- 
gaged in  counterterrorism  initiatives.  In  addition,  we  are  seeking 
nearly  $10  million  for  the  Department's  counterterrorism  fund,  ini- 
tiated by  this  committee  in  response  to  the  Oklahoma  City  bomb- 
ing. And  to  address  the  growing  threat  of  international  criminal  en- 
terprises actively  engaged  not  only  in  terrorism  but  nuclear  smug- 
gling, organized  crime,  and  drug  trafficking  that  will  directly  affect 
the  public  safety  and  national  security  of  the  United  States,  we  are 
seeking  $6  million  in  increased  resources  for  the  FBI  and  the 
Criminal  Division's  Office  of  International  Affairs. 

FUNDING  REQUEST  FOR  LITIGATION  ACTIVITIES 

The  fiscal  year  1997  budget  includes  $13.8  million  to  restore 
critically  needed  base  resources  to  the  general  litigation  activities 
organizations  of  the  Department  of  Justice.  During  the  past  few 
years,  level  funding,  coupled  with  mandatory  cost  increases  that  we 
have  been  forced  to  absorb,  have  seriously  eroded  vital  litigating 
programs  within  the  Department.  This  budget  will  address  those 


INFRASTRUCTURE  IMPROVEMENTS 

The  Department's  1997  budget  also  seeks  $122  million  in  criti- 
cally needed  infrastructure  improvements  for  the  FBI,  the  Mar- 
shals Service,  the  U.S.  attorneys,  and  Immigration  and  Naturaliza- 
tion Service.  Recognizing  that  this  request  may  not  be  one  that  can 
be  quantified  in  numbers  or  new  agents,  it  is  absolutely  paramount 
to  the  overall  success  of  our  efforts  to  address  violent  crime,  illegal 
immigration,  and  drug  trafficking. 

INCARCERATION  AND  DETENTION  INCREASES 

To  address  our  ever-growing  inmate  population,  the  budget  be- 
fore you  includes  program  increases  for  the  Federal  prison  system. 
These  resources  will  permit  the  activation  of  over  6,900  new  in- 
mate beds  in  1997,  construction  of  another  2,200  beds,  and  oper- 


ation  of  five  new  residential  drug  treatment  programs  that  serve 
an  additional  500  to  665  inmates  in  Federal  custody.  Specifically, 
the  budget  seeks  funding  to  support  the  activation  of  a  high-secu- 
rity prison  in  Beaumont,  TX;  a  medical  facility  and  a  low-security 
facility  in  Butner,  NC;  a  medium-security  facility  with  a  minimum- 
security  camp  in  Edgefield,  SC,  and  capacity  expansion  at  Cars  well 
AFB,  TX,  and  Morgantown,  WV.  It  also  includes  funding  for  the 
private-sector  management  of  a  detention  facility  in  Seattle,  WA, 
and  a  low-security  facility  within  a  minimum-security  camp. 

The  Department  is  also  seeking  $147  million  to  complete  con- 
struction of  a  prison  facility  at  George  Air  Force  Base  and  a  deten- 
tion facility  in  Hawaii.  The  budget  also  addresses  the  issue  of  court 
security,  and,  to  adequately  address  the  increased  security  in  pris- 
on production  requirements,  the  Department  is  seeking  $76  million 
in  additional  resources. 

To  assist  States  in  the  continued  expansion  of  their  correctional 
facility  capacity  for  the  confinement  of  violent  offenders,  the  fiscal 
year  1997  budget  includes  $630  million  for  the  State  Prison  Grant 
Program.  The  Department's  fiscal  year  1997  request  also  includes 
$535  million  for  the  Edward  Byrne  Memorial  State  and  Local  Block 
Grant  Program.  Of  this,  $475  million  will  be  available  to  States 
through  the  Formula  Grant  Program,  and  $6  million  will  support 
discretionary  grants. 

PREPARED  STATEMENT 

Mr.  Chairman,  I  believe  that  the  budget  before  you  can  and  will 
do  so  much  more  than  I  have  taken  the  time  to  describe  here.  The 
funding  we  are  seeking  will  continue  to  create  a  national  system 
to  stop  illegal  gun  sales,  improve  forensic  testing,  pay  for  more 
prison  cells,  stop  scams  against  seniors  and  continue  reinventing 
and  rethinking  the  way  we  do  our  jobs  so  we  can  be  more  efficient 
and  effective  in  the  delivery  of  our  mission  and,  as  you  point  out, 
use  the  money  that  you  have  provided  in  the  most  effective  way 
possible,  and  we  look  forward  to  working  with  you  in  that  effort. 

[The  statement  follows:] 

Prepared  Statement  of  Janet  Reno 

Mr.  Chairman  and  Members  of  the  Subcommittee:  It's  a  pleasure  to  appear  before 
you  this  morning  to  present  the  President's  1997  budget  request  for  the  Department 
of  Justice.  But,  before  I  begin,  I  would  like  to  take  a  moment  to  thank  you,  Chair- 
man Gregg,  Senator  Hollings,  and  the  other  members  of  the  Subcommittee  for  work- 
ing so  closely  with  me  over  the  past  year  to  resolve  many  issues  that  arose  within 
the  Department.  This  has  been  a  challenging  year  for  all  of  us  and  I  am  deeply  ap- 
preciative of  your  continual  efforts  to  respond  to  the  needs  of  the  Department. 

For  fiscal  year  1997,  the  President  is  seeking  a  budget  totalling  $18.6  billion  for 
the  Department  of  Justice,  including  $4.8  billion  in  resources  from  the  Violent 
Crime  Reduction  Trust  Fund.  While  continuing  to  reduce  the  deficit  and  limit  fed- 
eral spending,  the  Administration  has  once  again  placed  a  high  priority  on  fighting 
drugs  and  violent  crime  by  providing  the  Department  with  a  $1.9  billion  or  13  per- 
cent increase  in  discretionary  funding  over  1996  levels. 

Mr.  Chairman,  the  budget  I  present  to  you  today  builds  on  the  commitment  made 
consistently  by  this  Committee  over  the  past  several  years  to  strengthen  our  fight 
against  crime,  especially  crimes  of  violence.  It  includes  funding  to  support  initiatives 
that  will  put  more  police  on  our  nation's  streets;  crack  down  harder  on  violent  crimi- 
nals, drug  traffickers,  and  gangs;  enhance  Federal  law  enforcement  activities  along 
the  Southwest  border,  including  operations  to  control  illegal  immigration;  increase 
incarceration  and  detention  capacity;  and,  provide  State  and  local  governments  with 
critically  needed  anti-crime  resources. 


SOUTHWEST  BORDER  AND  IMMIGRATION  INITIATIVES 
Overall  Immigration  Progress 

Due  in  large  part  to  this  Committee's  support  of  the  President's  Comprehensive 
Immigration  Strategy  during  the  last  three  years,  we  have  made  tremendous 
progress  in  securing  our  borders,  upholding  our  immigration  laws,  and  reversing 
past  neglect  of  immigration  policy.  But,  we  must  do  more  to  continue  this  momen- 
tum. The  budget  before  you  provides  a  $428  million  or  16  percent  increase  for  the 
INS  and  continues  our  commitment  to  a  firm  and  equitable  immigration  policy  that 
enforces  the  rule  of  law  at  our  borders  and  in  the  American  workplace. 

Multi-Agency  Effort 

For  fiscal  year  1997,  the  Department  is  seeking  $236  million  in  increased  re- 
sources for  an  enhanced  Southwest  Border  Initiative  designed  to  stem  the  flow  of 
illegal  immigration,  drug  trafficking,  and  public  corruption  along  the  border.  This 
multi-agency,  cooperative  effort  has  been  enthusiastically  embraced  by  the  many 
components  in  the  Department  operating  along  the  border. 

The  DEA  and  the  FBI  have  already  formed  consolidated  task  forces  in  key  cities 
along  the  Southwest  border  and  are  focusing  on  the  major  Mexican  drug  trafficking 
groups  operating  there.  The  INS  has  responsibility  to  block  illegal  entry  and  alien 
smuggling  into  the  United  States.  The  FBI  is  investigating  the  corruption  of  public 
officials,  and  the  U.S.  Attorneys  are  prosecuting  cases,  while  the  Criminal  Division 
is  providing  legal  assistance  and  expertise  to  the  agents  and  the  prosecutors. 

Specifically,  the  request  includes  $166  million  to  hire  700  additional  Border  Patrol 
agents,  fund  126  of  the  authorized,  but  unfunded,  Border  Patrol  agent  shortfall  posi- 
tions I  identified  to  you  last  spring,  and  add  110  support  personnel.  This  funding 
will  also  add  150  immigration  inspectors,  expand  INS'  interior  repatriation  program, 
and  purchase  critical  agent  equipment  for  the  Southwest  border. 

All  of  the  border  patrol  agents  and  the  majority  of  the  support  staff  included  in 
this  request  will  be  deployed  to  the  Southwest  border.  This  will  allow  INS  to  build 
on  the  successes  of  continuing  campaigns  against  illegal  border  activities,  such  as 
Operations  Gatekeeper  and  Hold  the  Line,  and  the  proven  effectiveness  of  INS'  over- 
all Strategic  Border  Control  Plan.  Furthermore,  the  new  personnel  and  funding  are 
vital  if  INS  is  to  move  into  Phase  HI  of  the  Plan,  and  extend  concerted  control  ef- 
forts into  New  Mexico,  Arizona,  remaining  locations  in  Texas,  and  the  eastern  por- 
tion of  the  California-Mexican  border. 

The  request  also  includes  $70  million  to  support  54  additional  agents  for  the  DEA, 
70  additional  agents  for  the  FBI,  91  new  assistant  U.S.  attorneys,  and  personnel 
for  the  U.S.  Marshals  Service  and  the  Office  of  Inspector  General,  to  enhance  efforts 
to  investigate  and  prosecute  Mexican  drug  traffickers  and  the  corruption  of  public 
officials  along  the  Southwest  border. 

Worksite  Enforcement 

In  January  1995,  the  INS  launched  Operation  Jobs,  a  concentrated  enforcement 
effort  that  targets  employers  who  routinely  flaunt  the  law  by  hiring  illegal  aliens. 
Drawing  upon  the  expertise  of  the  INS,  the  State  Department,  the  Department  of 
Labor,  and  local  officials,  this  joint  initiative  generated  5,555  alien  apprehensions 
and  4,453  removals,  while  placing  over  3,000  citizens  in  jobs  that  previously  were 
held  by  illegal  aliens. 

To  increase  enforcement  efforts  as  well  as  sanctions  against  employers  who  hire 
illegal  aliens,  the  fiscal  year  1997  budget  includes  $30  million  to  expand  INS'  work- 
site enforcement  presence  in  key  States  and  localities  and  improve  verification  sys- 
tems required  to  identify  illegal  aliens  employed  or  receiving  benefits. 

Detention,  Deportation,  and  Removal 

The  Department  is  also  requesting  $40  million  to  continue  the  Administration's 
Strategic  Border  Control  Plan  and  allow  INS  to  identify  and  remove  record  numbers 
of  illegal  aliens.  During  fiscal  year  1997,  the  INS  estimates  that  it  will  remove 
93,000  criminal  and  non-criminal  aliens — a  50  percent  increase  over  the  number 
projected  for  removal  this  year.  This  additional  funding  will  provide  the  INS  the 
needed  personnel  and  detention  resources  to  identify  greater  numbers  of  deportable 
aliens  and  accelerate  removal  efforts. 

Fee-Funded  Initiatives 

For  fiscal  year  1997,  the  budget  for  the  INS  also  includes  $47.4  million  in  fee- 
funded  enhancements  to  improve  immigration  adjudication,  naturalization,  and  in- 
spections. These  resources  will  permit  198  additional  inspectors  to  be  stationed  at 
air  ports-of-entry  to  strengthen  border  facilitation  by  allowing  INS  to  continue  proc- 
essing  flight    passengers    through    primary    inspection    in    45    minutes,    expand 


preinspection  of  international  flights  from  Ottawa,  Canada,  and  provide  staffing  for 
two  new  airports  in  Maui  and  Kona,  Hawaii.  Increased  User  Fee  funding  will  also 
enable  the  INS  to  pursue  the  automation  and  reinvention  of  the  inspections  process 
at  land  and  air  ports-of-entry. 

State  Criminal  Alien  Assistance  Program 

The  President's  budget  request  includes  $330  million  for  the  State  Criminal  Alien 
Assistance  Program  (SCAAP).  This  amount,  when  combined  with  the  $170  million 
we  propose  to  be  available  for  SCAAP  out  of  the  State  Prison  Grant  program,  pro- 
vides $500  million  to  reimburse  State  and  local  governments  for  the  incarceration 
of  criminal  aliens  in  fiscal  year  1997. 

CURBING  DRUG  TRAFFICKING  AND  DRUG  ABUSE 

Total  Department  resources  dedicated  to  the  war  on  drugs  increase  by  $705  mil- 
lion or  11  percent  in  the  fiscal  year  1997  budget.  Of  this  amount,  the  Drug  Enforce- 
ment Administration's  (DEA)  law  enforcement  resources  will  grow  by  18  percent  or 
$156  million. 

As  our  nation's  lead  drug  agency,  the  DEA  has  made  significant  progress,  both 
internationally  and  domestically,  in  stopping  the  flow  of  drugs  into  the  United 
States  during  the  past  year.  Working  in  cooperation  with  the  Thai  Government,  the 
DEA  dramatically  disrupted  the  flow  of  heroin  from  Southeast  Asia  with  the  arrest 
of  eleven  high  ranking  members  of  Burma's  Shan  United  Army,  who  were  inti- 
mately involved  in  drug  trafficking.  In  Colombia,  the  DEA  was  actively  involved  in 
the  bilateral  investigations  that  resulted  in  the  arrest  of  the  leadership  of  the  Cali 
Mafia  by  the  Colombian  National  Police.  And,  in  Galveston,  Texas,  gang  violence 
directly  attributed  to  drug  trafficking  came  to  an  end  after  a  DEA  Mobile  Enforce- 
ment Team  (MET)  was  deployed  to  the  area. 

These  are  just  a  few  examples  of  the  results  that  we  can  build  on  with  funding 
to  support  the  addition  of  60  agents  to  enhance  DEA's  Mobile  Enforcement  Teams; 
staffing  of  a  DEA  country  office  in  Pretoria,  South  Africa  to  address  heroin  traffick- 
ing in  this  major  drug  transshipment  zone;  critically  needed  DEA  infrastructure  im- 
provements; and,  full  implementation  of  the  multi-agency,  Southwest  border  initia- 
tive that  I  mentioned  earlier. 

But  our  fight  against  drugs  must  be  broader  than  this.  While  stepping  up  our  ef- 
forts to  stem  the  flow  of  illegal  drugs  into  this  country,  we  must  also  commit  our- 
selves to  initiatives  that  will  dull  this  nation's  appetite  for  drugs.  For  1997,  the  De- 
partment is  requesting  $100  million  in  funding  for  Drug  Courts — a  program  that 
has  been  so  successful  in  helping  non-violent  offenders  break  the  cycle  of  drugs  and 
crime  through  coerced  abstinence.  In  addition,  we  are  seeking  $36  million — a  $9  mil- 
lion increase  over  1996 — for  State  Prison  Drug  Treatment  grants  for  residential  sub- 
stance abuse  programs,  programs  that  evaluation  results  tell  us  can  reduce  repeat 
offending  and  drug  use  dramatically — even  among  hard-core,  violent  recidivists. 

CRACKDOWN  ON  VIOLENT  CRIME 

Violent  crime  is  down  nationwide,  due  in  large  part  to  the  investment  we  have 
made  over  the  past  few  years  in  Community  Policing  and  the  Department's  anti- 
violent  crime  initiatives.  But,  now  more  than  ever  is  the  time  to  reinvigorate  our 
fight  on  this  front — to  address  accelerating  youth  crime,  and  come  to  grips  once  and 
for  all  with  these  senseless,  brutal  attacks  on  our  fellow  man. 

Community  Policing 

The  fiscal  year  1997  budget  before  you  includes  $1,976  billion  for  the  Community 
Oriented  Policing  Services  program  (COPS).  This  includes  $1,950  billion — the  level 
authorized  in  the  1994  Crime  Control  Act — to  hire  approximately  19,000  more  police 
officers. 

However,  as  you  well  know,  the  recent  agreement  on  the  fiscal  year  1996  spend- 
ing bill  assumes  $1.4  billion  per  fiscal  year  for  the  COPS  program  in  1997  through 
1999,  and  such  sums  as  necessary  in  the  year  2000.  While  we  still  believe  the  levels 
authorized  in  the  1994  Crime  Act  are  optimal,  we  can  support  a  funding  level  of 
$1.4  billion  for  COPS.  But,  I  urge  the  Subcommittee  to  provide  the  remaining  $550 
million  to  local  communities  to  be  used  to  enhance  law  enforcement  activities,  in- 
cluding the  hiring  of  more  police,  and  to  permit  local  governments  to  develop  effec- 
tive crime  prevention  programs. 

To  date,  the  COPS  program  has  funded  over  34,000  police  officers  in  neighbor- 
hoods and  communities  throughout  America.  These  officers  are  making  a  real  dif- 
ference— where  crime  is  down,  people  feel  safe,  and  their  kids  can  play  in  their 
yards  again. 
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With  the  recent  conference  agreement,  it  is  estimated  that  nearly  45,000  officers 
will  be  funded  by  the  end  of  the  year,  keeping  us  on  track  to  reaching  the  Presi- 
dent's goal  of  100,000  additional  police  officers  on  our  nation's  streets  by  the  year 
2000.  Mr.  Chairman,  these  officers  are  crucial  to  our  efforts  to  end  division  in  com- 
munities, develop  trust  and  understanding,  and  put  an  end  to  random  violence  in 
America.  I  appreciate  your  support  and  hope  we  can  work  together  in  the  coming 
year  to  ensure  the  continued  funding  of  the  COPS  program  in  1997. 

Youth  I  Gang  Violence 

We  are  requesting  nearly  $36  million  in  additional  resources  to  crack  down  on 
youth  violence  and  gangs,  and  support  initiatives  for  at-risk  youth.  Within  this  in- 
crease, $28  million  is  requested  for  the  Community-Based  Juvenile  Violence/State 
Court  Assistance  Program.  This  innovative  program  will  enable  courts,  prosecutors, 
public  defenders,  probation  and  parole  agencies,  and  other  criminal  justice  partici- 
pants to  deal  with  the  special  problems  posed  to  the  adjudicatory  process  by  the  vio- 
lent juvenile  offender.  These  monies  will  assist  States  and  localities  in  developing 
community-based  initiatives  to  deal  with  juvenile  offenders  and  their  post-incarcer- 
ation reintegration  into  the  community. 

Violence  Against  Women 

We  are  seeking  $21  million  in  increased  funding  to  combat  violence  against 
women,  bringing  available  State  and  local  assistance  under  the  1994  Violence 
Against  Women  Act  to  $189  million.  The  bipartisan  support  for  this  program  well 
reflects  its  importance  in  helping  end  violence  within  the  family  in  America — vio- 
lence that,  in  turn,  too  often  seeds  another  generation  of  youthful  offenders. 

Keeping  a  Check  on  Guns 

We  have  also  included  $45  million  in  increased  resources  to  prevent  the  sale  of 
guns  to  criminals,  including  $20  million  to  continue  the  FBI's  implementation  of  the 
permanent  National  Instant  Check  program,  and  $25  million  in  Office  of  Justice 
Program  grants  to  assist  States  in  improving  their  criminal  history  records,  which 
are  critical  in  the  identification  of  felons  and  persons  otherwise  ineligible  to  pur- 
chase firearms. 

Improving  Identification  of  Suspects 

And,  $7  million  in  additional  OJP  funding  will  be  used  to  enhance  suspect  identi- 
fication technology,  including  grants  to  improve  State  and  local  forensic  laboratories, 
and  the  implementation  of  a  DNA  technology  program. 

Fighting  Terrorism  and  International  Crime 

At  home  and  abroad,  the  threat  of  terrorism  to  Americans  is  as  tough  as  ever  to 
meet,  but  the  budget  before  you  takes  an  aggressive  step  forward  in  meeting  this 
threat  head-on.  In  1997,  the  Department  is  seeking  $18  million  for  108  new  FBI 
agents  who  will  be  actively  engaged  in  counterterrorism  initiatives. 

In  addition,  we  are  seeking  nearly  $10  million  for  the  Department's  Counterter- 
rorism Fund — initiated  by  this  Committee  in  response  to  the  Oklahoma  City  bomb- 
ing— to  reimburse  Justice  agencies  for  extraordinary  costs  incurred  in  support  of 
countering,  investigating,  or  prosecuting  domestic  or  international  terrorism. 

To  address  the  growing  threat  of  international  criminal  enterprises  actively  en- 
gaged in  not  only  terrorism,  but  nuclear  smuggling,  organized  crime,  and  drug  traf- 
ficking that  will  directly  effect  the  long  term  public  safety  and  national  security  of 
the  United  States,  we  are  seeking  $6  million  in  increased  resources  for  the  FBI  and 
the  Criminal  Division's  Office  of  International  Affairs.  This  additional  funding  will 
permit  further  expansion  of  the  FBI's  legal  attache  program;  support  operational 
and  training  costs  associated  with  the  FBI's  International  Training  initiatives  in  the 
Baltics,  Central  and  Eastern  European  countries,  and  the  former  Soviet  Union;  and, 
enable  the  Criminal  Division's  Office  of  International  Affairs  to  create  a  unit  that 
will  analyze  sensitive  international  law  enforcement  information  for  my  and  other 
Department  policy  officials  use. 

DEPARTMENT  LITIGATION 

The  fiscal  year  1997  budget  includes  $39  million  in  program  increases  for  the  liti- 
gating divisions  of  the  Department  of  Justice.  These  increases  include  $11  million 
from  pre-merger  filing  fees  for  the  Antitrust  Division  to  maintain  its  criminal  en- 
forcement program;  $13.7  million  in  new  funding  for  the  Radiation  Exposure  Com- 
pensation Trust  Fund;  and,  $637,000  for  the  Civil  Rights  Division  for  increased  en- 
forcement of  the  Americans  with  Disabilities  Act  (ADA)  and  federal  criminal  civil 
rights  laws. 


Our  request  also  includes  $13.8  million  to  restore  critically  needed  base  resources 
to  the  General  Legal  Activities  organizations  of  the  Department  of  Justice.  Level 
funding,  coupled  with  mandatory  cost  increases  that  we  have  been  forced  to  absorb, 
has  seriously  eroded  vital  litigating  programs  during  the  past  few  years.  I  am  deep- 
ly concerned  that  this  neglect  may  well  have  a  lasting  effect  on  our  ability  to  uphold 
our  nation's  laws.  Well-staffed  and  properly  funded  litigating  components  are  criti- 
cal to  the  effectiveness  of  the  Department.  Years  of  experience  have  shown  that 
there  are  powerful  economic  and  policy  reasons  which  warrant  a  strong  role  for  liti- 
gating divisions,  equipped  with  attorneys  knowledgeable  in  complex  areas  of  the 
law.  Often,  their  cases  span  multiple  districts  and  require  intensive  automated  sup- 
port. In  many  significant  cases,  their  national  perspective,  their  amassed  expertise, 
and  their  technological  infrastructure  cannot  be  replicated  in  the  field. 

The  five  litigating  divisions  covered  by  the  General  Legal  Activities  Account,  as 
well  as  the  Antitrust  Division,  allow  the  Department  to  project  expertise  when  and 
where  it  is  needed,  while  promoting  the  federal  government's  ability  to  speak  with 
one  voice  in  its  view  of  the  law.  I  can  tell  you  that  the  U.S.  Attorneys  and  a  myriad 
of  client  agencies  greatly  appreciate  the  assistance  these  components  provide. 

Although  these  divisions  handle  a  numerically  small  proportion  of  our  caseload, 
their  impact  is  disproportionately  great.  In  their  litigation,  the  Civil  and  Tax  Divi- 
sions annually  secure  billions  of  dollars  to  the  Federal  Treasury,  while  defending 
new  laws  against  a  barrage  of  legal  challenges  and  maintaining  the  integrity  of  the 
tax  system,  respectively.  The  Environment  and  Civil  Rights  Divisions  are  in  the 
vanguard  of  our  efforts  to  safeguard  the  environment  for  future  generations  and  to 
ensure  that  every  American  receives  his  or  her  full  measure  of  civil  rights.  And,  in 
like  fashion,  Criminal  Division  attorneys  provide  specialized  expertise  in  complex  or 
sensitive  cases  involving  violent  crime,  narcotics  trafficking,  public  corruption,  ter- 
rorism, and  white-collar  crime.  Thus,  the  contributions  of  these  components  are 
many  and  varied. 

We  are  working  to  improve  the  efficiency  of  the  litigating  divisions,  as  well  as  to 
improve  the  working  relationship  between  these  components  and  the  U.S.  Attor- 
neys. However,  the  erosion  of  their  base  funding  will  translate  into  material  reduc- 
tions in  vital  litigation  resources.  I  hope  that  the  Committee  will  see  the  wisdom 
of  investing  in  the  litigation  divisions  during  the  coming  fiscal  year. 

REBUILDING  OUR  INFRASTRUCTURE 

The  President's  fiscal  year  1997  budget  seeks  $122  million  in  critically  needed  in- 
frastructure improvements  for  the  FBI,  U.S.  Marshals  Service,  U.S.  Attorneys,  and 
the  Immigration  and  Naturalization  Service.  Recognizing  that  this  request  may  not 
be  one  that  can  be  quantified  in  numbers  of  new  agents  or  attorneys,  it  is  absolutely 
paramount  to  the  overall  success  of  our  efforts  to  address  violent  crime,  illegal  im- 
migration, and  drug  trafficking. 

Over  the  last  three  years,  this  Committee  has  been  very  supportive  of  our  efforts 
at  the  Department  and  has  provided  us  with  unprecedented  increases  in  the  number 
of  new  law  enforcement  personnel.  But,  now  we  must  also  focus  on  rebuilding  ne- 
glected infrastructure  requirements  that  will  enable  these  individuals  to  conduct 
services  in  an  effective,  efficient,  and  safe  manner.  The  resources  we  are  requesting 
will  support  initiatives  ranging  from  vehicle  and  aircraft  replacement,  radio  and 
ADP  systems,  administrative  support  and  security  improvements,  to  environmental, 
health,  and  safety  issues. 

DETENTION  AND  INCARCERATION 
Bureau  of  Prisons 

To  address  our  ever-growing  inmate  population,  estimated  to  reach  111,347  in 
1997,  the  budget  before  you  includes  program  increases  of  $225  million  for  the  Fed- 
eral Prison  System  (FPS).  These  resources  will  permit  the  activation  of  over  6,900 
new  inmate  beds  in  1997,  construction  of  another  2,200  beds,  and  operation  of  five 
new  residential  drug  treatment  programs  that  will  serve  an  additional  500  to  665 
inmates  in  Federal  custody. 

Specifically,  the  1997  budget  includes  $56  million  to  support  the  activation  of  a 
high  security  prison  in  Beaumont,  Texas,  a  medical  facility  and  a  low  security  facil- 
ity in  Butner,  North  Carolina,  a  medium  security  facility  with  a  minimum  security 
camp  in  Edgefield,  South  Carolina,  and  capacity  expansion  at  Carswell  Air  Force 
Base,  Texas  and  Morgantown,  West  Virginia.  The  activation  of  these  facilities  will 
add  over  4,200  new  inmate  beds  to  the  Federal  Prison  System. 

Also  included  is  $20  million  for  the  private  sector  management  of  a  detention  fa- 
cility in  Seattle,  Washington,  and  a  low  security  facility  with  a  minimum  security 
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camp  in  Elkton,  Ohio.  The  operation  of  these  facilities  will  add  over  2,700  new  in- 
mate beds  to  the  Federal  Prison  System. 

While  new  prisons  scheduled  to  open  in  1997  will  add  an  additional  6,900  beds 
to  the  Federal  system — an  increase  of  9  percent  over  current  levels — this  is  still  not 
enough  to  keep  pace  with  the  demand  for  additional  prison  space.  Therefore,  the  De- 
partment is  seeking  $147  million  to  complete  construction  of  a  prison  facility  at 
George  Air  Force  Base,  California,  and  a  detention  facility  in  Hawaii.  Once  acti- 
vated, these  new  facilities  will  provide  at  least  2,200  new  prison  beds. 

Court  Security 

This  budget  recognizes  that  with  the  prisoner  population  and  the  size  of  the  judi- 
ciary continuing  to  increase,  the  impact  on  the  United  States  Marshals  Service  is 
great.  To  adequately  address  these  increased  security  and  prisoner  production  re- 
quirements, the  Department  is  seeking  $76  million  in  additional  resources  in  1997. 

Within  this  amount,  $34  million  will  enable  the  U.S.  Marshals  Service  to  staff  and 
equip  the  24  new  and  renovated  Federal  courthouses  scheduled  to  open  in  1997.  An- 
other $34  million  will  be  used  to  construct  additional  holding  cells  to  provide  secu- 
rity at  these  same  courthouses.  And,  $8  million  will  restore  intermittent  deputy  po- 
sitions in  the  field  as  well  as  correct  critical  security  deficiencies  at  the  D.C.  Supe- 
rior Court.  Without  these  additional  resources,  courthouse  openings  could  be  de- 
layed, while  others  would  be  forced  to  open  without  adequate  security. 

ADDITIONAL  FEDERAL  LAW  ENFORCEMENT  INITIATIVES 
Senior  Citizens  Fraud  Initiatives 

The  fiscal  year  1997  budget  includes  $4  million  in  increased  resources  to  address 
the  rising  incidence  of  fraud  against  senior  citizens.  Of  these  monies,  $2  million  will 
be  used  to  enhance  the  FBI's  Senior  Citizens  Against  Marketing  Scams  (SCAMS) 
program  while  providing  3  additional  assistant  U.S.  attorneys  to  prosecute  cases. 
And,  the  remaining  $2  million  will  support  the  Office  of  Justice  Program's  (OJP's) 
new  Telemarketing  Fraud  Against  Seniors  program,  authorized  in  the  1994  Crime 
Bill  to  provide  grants  to  State  and  local  law  enforcement  agencies  and  senior  citizen 
advocacy  groups  for  public  awareness  and  prevention  initiatives  designed  to  protect 
the  elderly  from  this  criminal  victimization. 

Cross-Cutting  FBI  Initiatives 

For  1997,  the  President  is  requesting  $105.7  million  for  two  important  technology- 
driven  initiatives  that  will  benefit  all  of  the  nation's  law  enforcement  agencies — Fed- 
eral, State,  and  local.  Both  of  these  initiatives  are  being  led  by  the  Federal  Bureau 
of  Investigation  (FBI). 

The  first  initiative  deals  with  the  preservation  of  existing  law  enforcement  capa- 
bilities to  perform  court-approved  electronic  surveillance  and  requires  $100  million. 
This  funding  will  be  used  to  reimburse  telecommunications  carriers,  equipment 
manufacturers,  and  service  providers  for  their  direct  costs  associated  with  modifying 
equipment,  facilities,  and  services  to  achieve  compliance  with  the  Communications 
Assistance  for  Law  Enforcement  Act  (CALEA).  Federal,  State,  and  local  law  enforce- 
ment depend  upon  court-approved  wiretaps,  pen  registers,  and  trap-trace  capabili- 
ties to  gather  evidence  regarding  illegal  drug  trafficking,  violent  crimes,  money 
laundering,  terrorism,  and  espionage.  Mr.  Chairman,  the  loss  of  these  invaluable 
techniques  will  prove  devastating  to  our  fight  against  crime.  We  need  to  act  now 
to  ensure  our  capabilities  are  not  compromised  in  the  near  future. 

The  second  initiative  is  for  the  development  of  a  nationwide,  interoperable  wire- 
less communications  network  for  all  law  enforcement  and  public  safety  agencies. 
The  reallocation  of  federally  used  radio  spectrum  to  the  private  sector  is  making 
necessary  the  development  of  more  spectrum  efficient  communications  systems  for 
use  by  FBI  and  DEA  agents,  Border  Patrol  officers,  and  U.S.  Marshals.  State  and 
local  law  enforcement  have  expressed  to  me  their  frustration  over  the  lack  of  com- 
mon radio  spectrum  for  their  radio  systems.  We  are  under  a  mandate  to  convert  ex- 
isting radio  systems  to  narrow  band  operations.  We  have  joined  together  with  the 
Department  of  Treasury  to  establish  a  Federal  Law  Enforcement  Wireless  Users 
Group  to  oversee  the  development  of  a  national  interoperable  network,  and  we  are 
requesting  $5.7  million  within  the  FBI's  budget  to  accomplish  these  important  objec- 
tives. 

OTHER  STATE  AND  LOCAL  ASSISTANCE 

State  Prison  Grants 

To  assist  states  in  the  continued  expansion  of  their  correctional  facility  capacity 
for  the  confinement  of  violent  offenders,  the  fiscal  year  1997  budget  includes  $630 
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million  for  the  State  Prison  Grant  program.  Included  in  this  request,  and  consistent 
with  your  1996  conference  mark  direction,  are  $12.5  million  for  the  Cooperative 
Agreement  Program  (CAP)  and  $170  million  for  the  State  Criminal  Alien  Assistance 
Program  (SCAAP). 

We  further  propose  that  $42  million  of  the  State  Prison  Grant  program  be  used 
to  implement  pretrial  and  post  conviction  drug  testing  and  intervention  to  help  Fed- 
eral, State  and  local  jurisdictions  fully  utilize  the  powers  of  criminal  justice  system 
supervision  to  reduce  drug  abuse  and  related  criminality.  The  tie  between  substance 
abuse  and  crime  is  so  fundamental  that  unless  we  cost-effectively  use  every  stage 
of  the  criminal  justice  system  to  break  this  cycle,  we  simply  cannot  control  crime 
and  violence,  and  if  we  fail  to  do  that,  funding  for  the  construction  of  new  prisons 
will  never  cease. 

Byrne  Grants 

The  Department's  fiscal  year  1997  request  includes  $535  million  for  the  Edward 
Byrne  Memorial  State  and  Local  Block  Grant  program.  Of  this  amount,  $475  million 
will  be  available  to  States  through  the  formula  grant  program  and  $60  million  will 
support  discretionary  grants.  And,  just  as  you  have  done  in  the  1996  bill,  we  wish 
to  allocate  $28.5  million  in  discretionary  funding  to  support  the  Weed  and  Seed  Pro- 
gram. 

DOD/DOJ  Technology  Partnership  Program 

The  1997  budget  also  provides  $8  million  in  funding  within  the  National  Institute 
of  Justice  (NIJ)  to  support  the  continued  joint  efforts  of  the  NIJ's  technology  centers 
and  the  Department  of  Defense's  Advanced  Research  Projects  Agency  (ARPA)  to 
adapt  specific  technologies  to  the  needs  of  both  the  military  and  law  enforcement. 
This  joint  effort  is  an  excellent  example  of  the  federal  government  reaching  across 
Departmental  lines  to  pool  resources — both  fiscal  and  technological — for  the  overall 
good  of  Federal,  State  and  local  law  enforcement. 

"NATIONAL  PERFORMANCE  REVIEW"  INITIATIVES 

During  the  past  year,  the  Department  of  Justice  has  continued  to  review  the  func- 
tions and  programs  of  our  component  organizations  and  headquarters  operations  to 
identify  areas  where  we  can  reengineer  the  way  we  do  our  job.  We've  taken  similar 
processes  that  heretofore  were  done  differently  across  the  Department  and  devel- 
oped a  common  method  that  all  can  share  to  more  effectively  and  efficiently  perform 
our  duties. 

An  example  of  such  an  initiative  is  the  Joint  Automated  Booking  Station  (JABS). 
The  budget  before  you  anticipates  using  $22  million  in  unobligated  balances  of  the 
Working  Capital  Fund  to  expand  a  JABS  prototype  to  five  agencies  in  47  high-vol- 
ume cities.  JABS  will  speed  the  prisoner  booking  process,  improve  inmate  tracking 
abilities,  and  add  fingerprint  and  photo  identification  files  to  prisoner  databases. 
Another  example  is  the  continued  development  of  an  automated  Freedom  of  Infor- 
mation Act  (FOIPA)  document  processing  system  that  will  facilitate  greater  process- 
ing capability  in  information  management.  Here  again,  the  Department  anticipates 
using  $3.2  million  in  Working  Capital  Funds  to  continue  the  development  of  this 
project. 

And,  using  $4.1  million  in  INS  Land  Border  Inspection  Fees,  the  Department 
seeks  to  expand  the  Dedicated  Commuter  Lane  (DCL)  program — a  highly  successful 
National  Performance  Review  initiative  that  facilitates  inspections  for  pre-screened, 
low-risk  commuters — to  five  new  sites:  El  Paso,  Laredo,  and  Hidalgo,  Texas,  and 
Nogales  and  San  Luis,  Arizona. 

CONCLUSION 

Mr.  Chairman,  I  believe  the  budget  before  you  can — and  will — do  so  much  more 
than  I've  taken  the  time  to  describe  here.  The  funding  we  are  seeking  will  continue 
creating  a  national  system  to  stop  illegal  gun  sales,  improve  forensic  testing,  pay 
for  more  prison  cells,  stop  scams  against  seniors,  and  continue  reinventing  and  re- 
thinking the  way  we  do  our  jobs  so  we  can  be  more  efficient  and  effective  in  the 
delivery  of  our  mission. 

But,  the  core  of  this  budget  will  help  us  focus  on  our  core  priorities — fighting 
drugs,  violent  crime,  terrorism,  and  illegal  immigration.  We  have  made  real 
progress  addressing  these  problems  in  the  last  three  years.  And  now,  with  your  con- 
tinued support,  we  can  build  on  that  progress  and  make  America  safe  again. 

Senator  Gregg.  Thank  you  very  much  for  that  concise  summary. 
Senator  Hollings,  did  you  want  to  make  an  opening  statement? 
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Senator  HOLLINGS.  No;  thank  you. 

Senator  GREGG.  Do  you  want  to  go  forward  with  questions? 

Senator  Hollings.  Go  right  ahead. 

COMMUNITY  POLICING  SERVICE  PROGRAM 

Senator  GREGG.  Let  me  just  ask  a  couple  of  initial  questions.  Ev- 
erybody is  on  the  same  wavelength  now  on  the  COPS  Program.  We 
are  going  to  spend  $1.4  billion  and  then  $550  or  so  million  on  the 
block  grant,  and  my  understanding  is  that  we  will  keep  adminis- 
trative costs  to  a  minimum  so  that  we  maximize  the  dollars  that 
will  go  directly  to  getting  more  police  out  there.  Is  that  your  under- 
standing, the  understanding  of  the  Senate,  the  House,  Congress, 
and  the  President  have  come  to? 

Ms.  Reno.  That  is  my  understanding,  but  regarding  the  COPS 
administrative  staff,  COPS  had  requested  the  doubling  of  its  ad- 
ministrative staff  to  266.  The  conference  agreement  was  to  keep 
the  COPS  staff  at  130.  This  is  going  to  be  a  great  challenge  to  us 
as  to  how  we  do  more  as  we  increase  the  number  of  grant  applica- 
tions with  less,  and  we  will  be  working  in  every  way  possible  to  try 
to  address  that  issue  and  to  work  with  Mr.  Taylor. 

Senator  Gregg.  I  must  say  that  one  of  the  most  consistent  com- 
pliments I  have  heard  for  your  Department  is  for  agencies  which 
have  applied  for  the  COPS  Program.  They  feel  that  the  overhead 
and  the  redtape  is  minimal  and  that  they  are  able  to  get  a  re- 
sponse quickly  and  a  review  of  their  plans  usually  very  promptly. 
So,  you  are  doing  a  good  job  in  that  area,  and  I  hope  that  we  can 
keep  the  administration  to  a  minimum  and  just  continue  to  do  a 
good  job. 

Ms.  Reno.  We  are  going  to  work  on  that.  Let  me  just  point  out 
an  issue  that  I  think  you  are  familiar  with  with  respect  to  the 
Nashua  grant,  and  I  have  reviewed  that  to  see  what  the  process 
is,  and  it  is  just  simply  a  system  trying  to  absorb  over  2,000  appli- 
cations. So  these  are  the  problems  that  we  want  to  address  so  that 
there  is  no  undue  delay,  and  we  would  look  forward  to  sharing 
with  Mr.  Taylor  our  experience  and  just  making  sure  we  are  doing 
it  the  best  way  possible. 

Senator  Gregg.  Nashua  appeared  to  be  more  of  an  exception  to 
the  rule.  I  mean,  everybody  else  has  gotten  extremely  efficient 
treatment.  I  am  not  sure  that  that  was  not  to  some  degree  Nash- 
ua's fault.  But  that  has  been  straightened  out  thanks  to  your  De- 
partment's attention  to  it. 

fifteen  year  border  patrol  and  joint  justice  development 

PLANS 

Now,  with  all  of  these  new  funds  coming  into  your  Department, 
we  have  asked  that  you  develop  a  comprehensive  strategic  plan  for 
how  you  are  going  to  address  violent  crime  and  a  5-year  Border  Pa- 
trol deployment  plan  and  a  joint  Justice  deployment  plan  for  inter- 
national systems  relative  to  security.  I  was  wondering  where  those 
three  planning  initiatives  stand,  when  we  can  expect  at  least  pre- 
liminary thoughts  from  those  planning  processes,  and  when  we  can 
expect  final  thoughts  from  those  planning  processes. 

Ms.  Reno.  The  5-year  Border  Patrol  deployment  plan  by  State 
requires  an  awful  lot  of  planning,  design,  and  analysis.  As  I  under- 
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stand  it,  the  staff  was  briefed  on  January  19  for  our  1996  deploy- 
ment plan  for  agents  and  inspectors.  Currently,  we  are  working  on 
the  redeployment  of  the  200  agents  from  interior  stations  while  at 
the  same  time  trying  to  ensure  that  there  is  coverage  from  other 
INS  divisions,  and  once  the  redeployment  plan  is  completed,  we 
will  be  in  a  position  to  reevaluate  our  strengths  and  weaknesses 
and  complete  a  5-year  plan  for  Border  Patrol  agents. 

However,  I  want  to  just  caution  you:  both  with  respect  to  drug 
enforcement  and  immigration,  we  have  got  to  have  the  capacity  in 
this  5-year  plan  to  shift  to  meet  changing  patterns.  As  we  become 
effective  in  one  area,  I  do  not  want  to  get  stuck  in  that  area  while 
the  undocumented  aliens  are  coming  in  in  another  area.  And  so,  if 
we  can  work  with  you  in  that  fight 

Senator  GREGG.  Well,  I  would  hope  that  that  would  be  part  of 
the  plan,  that  there  would  be  a  flexibility  factor  built  into  the  plan. 

Ms.  Reno.  We  have  every  intention  of  doing  that.  But  as  people 
think  about  deployment,  they  sometimes  think  about  their  particu- 
lar section  of  the  border,  and  they  think  they  have  a  commitment 
over  the  5  years.  And  I  just  want  to  lay  down  a  concern  there. 

Senator  Gregg.  Well,  I  think  that  is  legitimate. 

Ms.  Reno.  Second,  with  respect  to  the  States,  we  had — and  I 
think  I  have  touched  on  this  with  Mr.  Taylor  before,  because  there 
had  been  concern  about  our  whole  international  plan.  We  have  de- 
veloped it;  it  is  now  at  the  State  Department.  I  have  had  the 
chance  to  talk  with  Bob  Gelbard,  who  has  been  instrumental  in 
this  effort,  and  I  can  tell  you  that  there  is  a  close  working  relation- 
ship between  the  State  Department  and  the  Justice  Department. 
We  expect  approval  on  it  very  shortly,  and  we  will  look  forward  to 
bringing  it  back  to  you  so  that  you  can  have  a  chance  to  look  at 
it. 

But  I  think  one  of  the  great  responsibilities  that  I  have  had  in 
the  3  years  that  I  have  been  Attorney  General  is  to  form  a  true 
working  relationship  with  the  State  Department  to  address  the 
problems  of  international  crime.  It  is  clear  to  me  when  I  see  what 
comes  across  my  desk  that  we  are  going  to  have  to  have  a  capacity 
worldwide  not  just  in  terms  of  drugs  but  in  terms  of  organized 
crime,  nuclear  smuggling.  When  somebody,  as  I  point  out,  can  sit 
in  a  kitchen  in  St.  Petersburg,  Russia  and  steal  by  computer  from 
a  bank  in  Chicago,  we  are  going  to  have  to  have  the  capacity  in 
terms  of  representatives  around  the  world,  in  terms  of  joint  train- 
ing efforts,  to  be  able  to  address  that.  But  as  we  do,  I  am  very,  very 
cognizant  of  the  fact  that  we  must  have  a  real  partnership  with  the 
State  Department,  because  we  cannot  address  these  issues  unless 
we  understand  the  diplomatic  situation  that  we  confront  in  the 
same  context. 

REPORT  ON  ANTIVIOLENCE 

With  respect  to  the  antiviolence,  this  is  the  report  that  Director 
Freeh  was  to  make.  That  came  to  the  Department  this  month,  and 
the  Criminal  Division  had  not  yet  had  a  chance  to  review  it.  That 
review  should  be  complete  very  shortly,  and  we  will  get  that  to  you. 

Senator  Gregg.  Thank  you.  I  do  not  have  any  more  questions. 
I  will  turn  it  over  to  the  ranking  member  and  most  knowledgeable 
person  in  this  room  about  this  subject. 
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Senator  Hollings.  Thank  you  a  lot,  Mr.  Chairman.  You  com- 
mented about  the  COPS  Program.  I  have  one  universal  compliment 
about  the  Attorney  General  herself — she  is  doing  an  outstanding 
job.  I  just  passed  our  colleague  Senator  Simpson,  whom  I  think 
started  off  10  days  ago,  and  he  has  now  lost  another  100  pounds. 
[Laughter.] 

DEPARTMENT  MANAGEMENT 

And  I  said  I  am  going  to  the  Appropriations  Committee  to  see 
Janet  Reno;  we  are  going  to  have  the  appropriations  hearing  on 
Justice.  He  said  tell  her  she  is  doing  an  outstanding  job.  So,  that 
having  been  said,  with  respect  to  the  budget  itself  and  the  overall, 
General,  we  look  at  it,  and  having  been  with  it  a  few  years,  in 
1986,  10  years  ago,  the  entire  Justice  Department  budget  was  only 
a  little  over  $4  billion.  Now,  we  are  up  this  year  to  over  $16  billion. 
And,  if  the  request  is  granted,  then  we  are  up  over  $18  billion. 
What  overall  actions  are  you  taking  to  make  sure  in  a  growth  of 
the  Department  of  this  kind  that  we  are  making  sure  that  we  are 
getting  the  top-flight  personnel  in  the  supervisory  positions  and 
making  certain  we  do  not  have  duplications  and  redundancy?  That 
we  keep  it  efficient,  and  everything  is  lean  and  mean?  This  is  elec- 
tion year,  so  we  have  got  to  get  lean  and  mean.  What  are  we  doing 
in  the  Department  of  Justice  with  this  tremendous  growth? 

Ms.  Reno.  My  first  exposure  to  this  issue  of  growth  was  in  Feb- 
ruary 1993,  when  I  went  to  call  on  the  Senator  from  South  Caro- 
lina as  part  of  my  confirmation  process,  and  he  handed  me  a 
Forbes  magazine  with  the  cover  story  being  the  growth  in  the  De- 
partment of  Justice,  and  he  asked  what  I  was  going  to  do  about 
it.  And  so,  when  I  got  confirmed,  one  of  the  first  issues  was  to  ad- 
dress how  the  Department  was  being  managed. 

I  think  the  career  people  who  have  done  such  a  splendid  job  year 
in  and  year  out  with  different  administrations  will  tell  you  that  I 
have  devoted  a  great  deal  of  attention  to  management  issues,  to 
making  sure  that  we  were  as  lean  and  mean  as  possible.  One  of 
the  first  steps  in  working  with  Louis  Freeh  was  to  make  sure  that 
there  was  an  appropriate  allocation  of  people  at  the  headquarters 
level  and  then  in  the  field,  and  we  found  that  there  were  an  awful 
lot  of  people  at  headquarters  who  could  be  doing  a  better  job  in  the 
field.  DEA,  through  Administrator  Constantine,  has  taken  the 
same  steps. 

But  I  also  found  duplication  between  the  DEA  and  the  FBI,  and 
we  formed  the  Office  of  Investigative  Agency  Policies  to  make  sure 
that  we  coordinated  our  functions;  that  we  shared  information;  that 
we  shared  intelligence,  and  we  made  just  remarkable  steps  forward 
in  that  regard.  We  are  trying  to  make  all  of  the  systems  in  both 
agencies  compatible  so  that  we  can  use  joint  procurement  pro- 
grams. I  think  we  have  taken  considerable  steps,  and  we  have 
more  to  do  in  that  regard. 

We  are  looking  at  whether  we  can  get  other  people  to  the  field 
and  how  we  can  work  together.  In  the  Southwest  border  initiative, 
we  had  different  agencies  going  in  different  directions.  Now,  we 
have  a  unified  effort  along  the  Southwest  border  with  U.S.  attor- 
neys, FBI,  DEA  working  together  as  a  joint  team.  It  is  these  types 
of  efforts  that  we  have  taken  to  make  sure  that  we  spend  it  wisely. 
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One  of  the  things  that  I  have  been  concerned  about — and  it  has 
been  very  useful  to  me  to  be  able  to  work  with  Mr.  Taylor  and  Mr. 
Gudes  on  large-dollar  issues,  such  as  the  issues  with  respect  to 
NCIC  2000  and  IAFIS — is  to  make  sure  that  on  this  watch,  we  try 
to  give  you  the  best  cost  estimate  possible,  that  we  have  the  best 
people  in  those  agencies,  and  if  we  do  not,  that  we  hire  the  experts 
who  can  provide  the  expertise  to  take  us  into  the  next  century.  I 
am  constantly  looking  at  what  I  can  do.  I  have  been  teased  an 
awful  lot  in  the  Department  about  what  I  call  my  get-back  list,  and 
it  has  an  awful  lot  of  issues  of  what  can  we  do  better?  How  can 
we  do  more  with  less?  And  we  are  constantly  asking  that  question 
and  reviewing  what  we  do. 

BUDGET  INCREASES 

Senator  HOLLINGS.  Very  good;  now,  with  respect  to  all  of  these 
increases,  just  noting  the  FBI  for  an  increase  of  $295  million;  DEA 
of  $146  million;  Immigration  and  Naturalization  Service,  $509  mil- 
lion; prisons,  $293  million;  U.S.  attorneys,  $68  million;  U.S.  mar- 
shals, an  increase  of  $67  million.  Someone  is  going  to  argue  that 
the  chairman  in  the  subcommittee  said  "Wait  a  minute;  you  all 
have  said  you  have  solved  the  crime  problem.  Violent  crime  is 
down;  why  do  we  not  just  hold  the  line?"  What  would  you  say? 

Ms.  Reno.  I  would  say  that  I  remember  when  I  first  got  into 
prosecution,  and  violent  crime  was  a  lot  less,  and  people  felt  a  lot 
safer  than  they  do  now.  I  think  there  is  a  recognition  that  the  joint 
actions  that  we  have  taken  are  working,  that  State  and  local  law 
enforcement  is  doing  a  wonderful  job,  and  as  we  give  them  addi- 
tional tools  of  more  prisons,  they  will  be  better  able  to  handle  mat- 
ters themselves  but  that  the  level  of  violence  in  this  country  is  still 
unacceptable.  The  level  of  drug  trafficking  is  still  unacceptable. 
And  we  have  got  to  work  together  to  make  this  country  a  safer, 
more  drug-free  Nation. 

What  is  on  the  rise  that  is  of  real  concern  to  me  is  the  incidence 
of  youth  violence.  It  began  to  go  up  in  1985;  I  attribute  that  to  the 
infusion  of  crack  cocaine  across  this  Nation.  With  it  came  guns;  the 
guns  got  into  the  hands  of  kids,  and  we  have  seen  a  dramatic  in- 
crease in  youth  violence,  while  at  the  same  time,  the  number  of 
young  people  was  going  down.  In  1992,  the  demographics  show 
that  the  number  of  young  people  started  to  increase,  and  there  will 
be  substantial  increase  in  the  next  20  years.  Unless  we  address  the 
problem  of  youth  violence  in  a  comprehensive  way,  we  are  going  to 
have  a  worse  problem. 

Everyone  sees  the  tragedies  caused  by  terrorism,  and  we  have 
got  to  be  vigilant  and  prepared  in  that  regard.  The  whole,  the 
evolving  issue  of  international  and  transnational  crime  continues  to 
be  of  increasing  concern  to  us  all.  Russian  organized  crime — I  re- 
cently had  the  opportunity  to  meet  with  ministers  of  justice  and  in- 
terior from  the  central  European  countries,  and  that  is  of  major 
concern  in  those  countries,  and  you  can  see  the  impact  when  a  Pol- 
ish minister  can  tell  me  that  they  have  just  interrupted  a  ring  in 
which  people  were  stealing  cars  in  the  United  States  and  bringing 
them  to  Poland.  So,  on  all  of  these  issues,  we  want  to  build  with 
you  and  use  the  moneys  as  wisely  as  possible  to  get  us  to  a  point 
that  I,  frankly,  remember  and  think  we  can  get  back  to. 
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DEA  BUDGET  INCREASE 


Senator  HOLLINGS.  Tell  us  about  the  drug  effort  now.  Senator 
Gregg  and  I  have  been  increasing — well,  on  an  average  of  about  5 
percent  each  year  for  the  last  3  years,  but  now,  this  is  about  an 
18-percent  increase  that  we  are  asking  for  for  the  DEA. 

Ms.  Reno.  That  is  correct,  sir,  as  I  recall  it. 

Senator  HOLLINGS.  And  what  is  the  new  effort? 

Ms.  Reno.  What  we  are  trying  to  do  is  build  on  the  Southwest 
border  initiative.  When  I  took  office,  I  found  that  there  was  not  a 
coordinated  effort  along  the  border.  I  perceived  that  efforts  made 
in  south  Florida  and  in  the  Caribbean  had  moved  drug  trafficking 
into  the  gulf  coast  and  then  along  the  Southwest  border.  I  sat  down 
with  the  DEA  and  the  FBI  and  said  let  us  come  together;  let  us 
develop  a  consolidated  effort  along  the  border.  The  five  U.S.  attor- 
neys on  the  border  States  joined  with  us,  so  it  is  a  unified,  com- 
prehensive effort. 

We  are  building  what  many  people  think  is  one  of  the  most  effec- 
tive drug  enforcement  capacities  that  has  existed,  and  much  of 
these  dollars  will  go  to  enhance  that  capacity,  both  for  the  U.S.  at- 
torney, the  DEA,  and  the  FBI,  with  additional  dollars  going  to  the 
U.S.  attorneys  to  address  the  issue  of  corruption  along  the  border. 

In  addition,  moneys  will  go  to  the  DEA  for  enhanced  MET 
squads.  These  are  marvelous  teams,  because  they  go  into  a  commu- 
nity, oftentimes  a  small  community  that  has  not  begun  to  under- 
stand how  to  deal  with  the  problem  of  organized  drug  gangs.  They 
will  work  with  the  local  police.  They  do  not  want  the  credit;  they 
want  to  give  them  the  information,  give  them  the  expertise,  work 
with  them,  get  the  gang  identified,  get  the  prosecutions  done  and 
be  gone.  And  it  has  been  so  successful:  everywhere  I  go,  police 
chiefs  and  sheriffs  are  telling  me  how  effective  a  MET  team  has 
been  in  their  jurisdiction,  or,  yet,  they  may  be  telling  me  I  cannot 
get  one;  I  am  on  a  waiting  list.  And  so,  this  will  enhance  our  capac- 
ity in  that  regard. 

In  addition,  it  will  provide  much-needed  infrastructure  improve- 
ments for  the  DEA.  Over  the  last  years,  DEA  has  absorbed  pay  in- 
creases and  other  costs,  and  I  am  concerned  about  the  quality  of 
the  infrastructure  of  the  labs,  and  this  will  provide  what  I  think 
are  critical  infrastructure  needs  for  the  DEA. 

TELECOMMUNICATIONS  ISSUE 

Senator  HOLLINGS.  With  respect  to  all  of  the  increases,  one  I 
could  have  welcomed,  I  thought,  the  Antitrust  Division.  In  marking 
up  that  telecommunications  bill,  there  was  an  affirmative  action 
drive  to  cut  the  Antitrust  Department  of  the  Department  of  Jus- 
tice, and  we  made  it  crystal-clear  and  wrote  in  on  the  face  of  the 
bill  that  none  of  the  antitrust  laws  were  affected  or  varied  or 
amended  or  modified  in  any  way;  in  fact,  we  gave  a  very  definite 
role  to  the  Attorney  General  and  the  Justice  Department  with  re- 
spect to  antitrust  tendencies  in  the  telecommunications  going  into 
the  competitive  field.  Now,  they  told  us  we  are  going  to  get  local 
competition;  we  are  going  to  get  local  competition.  We  have  seen 
Southwest  Bell  and  Pacific  Telesys  merge;  we  have  seen  now 
Nynex  and  Bell  Atlantic  merge.  Maybe  in  a  couple  of  months,  we 
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can  come  back  in  and  have  AT&T.  I  have  asked  Judge  Greene  to 
hold  onto  his  robe.  And  with  Ann  Bingaman  over  there,  I  looked 
at  the  President's  budget  first,  and  it  said  a  freeze  for  the  Antitrust 
Department.  I  am  confident  they  need  more.  Someone  said  no,  they 
have  got  $10  million  in  carryover  fees.  What  is  the  request  for  that 
Division?  That  Division  is  doing  an  outstanding  job,  and  we  spent 
$10  million  on  just  some  hearings  around  here  about  something 
that  happened  12  years  ago,  and  now,  you  have  got  some  real — 
both  of  the  two  cases  I  have  mentioned — to  be  reviewed  in  an  ex- 
pert fashion.  I  am  anxious  about  it.  I  would  just  appreciate  your 
comment  on  it. 

Ms.  Reno.  As  you  point  out,  Ms.  Bingaman  is  indefatigable.  She 
is  addressing  and  focusing  the  Division  on  this  very  issue,  trying 
to  figure  out  what  she  can  do  in  terms  of  building  the  staff  and  de- 
veloping an  effective  effort.  The  budget  we  propose  provides  for  in- 
creased fee  retentions,  which  include  a  proposed  increase  of 
$10,643,000  to  maintain  its  criminal  enforcement  program,  renew 
increasingly  numerous  and  complex  mergers  and  expand  enforce- 
ment efforts  against  sophisticated  internal  price-fixing  conspiracies. 

Again,  we  will  be  working  with  her  to  make  sure  that  we  face 
the  challenges  that  that  Division  will  inevitably  deal  with  in  this 
next  year. 

Senator  HOLLINGS.  Very  good;  with  respect  to  going  now  and 
being  able  to  invade  the  wire  lines  from  analog  to  digital,  Congress 
has  passed  in  a  law — thinking  in  terms  of  $500  million.  We  were 
going  to  have  a  fee  for  this  common  carrier  fund — a  surcharge  on 
civil  fines  to  finance  that  $500  million,  and  then,  that  was  not 
agreed  to.  And  then,  they  just  left  us  hanging.  The  chairman  and 
I,  we  have  a  problem.  You  are  asking  for  a  couple  of  billion  in  in- 
crease, so  we  are  anxious  to  be  able  to  give  that  increase.  And  then, 
we  come  on  over  here  in  one  of  these  budget  markups,  and  they 
freeze  State,  Justice,  Commerce,  and  we  have  been  very  careful, 
and  we  have  analyzed,  and  we  have  pinched  pennies,  and  instead 
of  giving  you  $2  billion,  we  give  you  $1  billion.  And  then,  we  get 
a  freeze,  but  that  is  still  a  $1  billion  increase.  And  then,  we  have 
got  to  take  it  from  the  State  Department  or  the  Commerce  Depart- 
ment, see  what  I  am  saying? 

Senator  Gregg.  That  does  not  bother  me.  [Laughter.] 

Senator  Hollings.  It  bothers  you  and  me.  Well,  you  let  these 
$100  millions  slip.  So,  are  we  letting  that  slip,  or  where  are  we 
going  to  get  the  $100  million? 

Ms.  Reno.  Well,  we  are  requesting  it,  and  I  think  it  is  one  of  the 
most  important  steps  for  law  enforcement  that  I  know.  I  think  the 
committee  shares  my  concern  that  we  have  got  to  maintain  our 
ability  to  do  what  we  do  today,  which  are  lawful,  constitutional,  ap- 
propriate instances  of  electronic  surveillance  but  that  we  will  not 
have  the  capacity  to  continue  to  use  this  remarkably  effective  law 
enforcement  tool  unless  we  have  the  capacity  to  provide  the  modi- 
fication in  the  switch  system  across  this  country. 

I  think  the  concern  is  you  have  asked  for  $500  million;  you  have 
got  a  number  of  big  projects;  are  you  sure  you  can  manage  this? 
Are  you  sure  you  can  do  it  the  right  way?  And  this  is  what  we  have 
tried  to  do  to  address  it:  I  have  asked  Director  Freeh  to  focus  on 
this  issue,  to  make  sure  that  we  have  the  technical  expertise  and 
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the  understanding  to  address  it.  I  have  asked  them  to  keep  a 
timeline  so  that  we  tried  our  best  to  adhere  to  each  step  along  the 
way. 

It  has  been  fascinating  to  try  to  figure  out  what  the  problem  was, 
because  first  of  all,  the  FBI,  coming  into  the  situation,  did  not 
know  how  many  different  types  of  switches  there  are.  You  might 
think,  well,  if  you  change  one  switch,  you  can  change  them  all,  be- 
cause they  are  all  the  same.  But  we  have  been  advised  that  there 
are  35  different  types  of  switches  in  the  country.  Ninety-three  per- 
cent of  the  transactions  are  on  19  of  the  switches,  and  of  that, 
about  67  percent  of  the  19  are  on  2  switches.  And  so,  the  $500  mil- 
lion should  address  the  issue  of  the  19,  but  we  are  not  quite  sure 
how  to  prioritize  it. 

So,  what  we  have  done  is  to  try  to  give  you  the  best  cost  informa- 
tion we  can.  I  would  just  like  to  describe  to  you  the  procedures  that 
we  have  put  in  place.  The  FBI  has  to  accomplish  several  things: 
first,  it  has  got  to  define  the  requirements,  including  the  initial  ca- 
pacity needed  and  the  features  needed  for  the  switch  and  to  deter- 
mine what  the  cost  recovery  rules  should  be  so  that  the  FBI  has 
standards  of  reasonableness  against  which  to  judge  the  request  for 
Federal  funding.  Neither  Director  Freeh  nor  I  want  some  industry 
coming  in  here  and  saying,  well,  we  have  got  you  at  our  mercy;  this 
is  what  it  is  going  to  cost.  So,  he  has  established  and  is  in  the  proc- 
ess of  composing  a  team  of  experts  and  consultants  who  can  look 
at  these  applications  or  requests  as  they  come  in  and  make  sure 
that  they  are  cost  effective. 

The  FBI  is  meeting  its  milestones  at  the  last  report  I  had.  The 
initial  capacity  notice  has  been  published;  comments  have  been  re- 
ceived from  the  carriers.  I  think  they  were  very  helpful.  The  cost 
recovery  rules  will  be  published  for  comment  in  June  of  this  year, 
and  the  final  rules  will  be  published  in  September.  Within  the  next 
2  months,  the  FBI  will  have  prioritized  what  equipment,  facilities, 
and  services  should  be  addressed  first.  As  I  have  indicated  to  you, 
we  will  need  more  information  to  determine  whether  we  do  the  2 
switches  that  carry  the  bulk  of  the  transactions  first  or  do  we  do 
all  19?  Do  we  do  the  engineering  study  for  the  19?  These  are  deci- 
sions that  we  are  going  to  have  to  make,  and  I  would  look  forward 
to  making  sure  that  your  staff  is  kept  closely  advised. 

The  $500  million  is  not  a  total  cost  nor  a  precise  cost.  It  is  simply 
the  best  current  cost  we  have  available.  It  could  be  less;  it  could 
be  more.  But  we  will  give  you  that  information  as  we  develop  it  ac- 
cording to  the  guidelines.  If  we  continue  on  our  course,  we  should 
be  able  to  obligate  and  move  forward  on  the  agreements  for  carrier 
compliance  that  could  use  the  full  $100  million  during  1997.  So,  we 
need  it.  It  is  critical  for  law  enforcement,  and  we  will  work  with 
you  in  terms  of  a  time  line  that  can  keep  the  committee  staff  ad- 
vised of  just  where  we  are  at  in  terms  of  proper  cost  identification. 

FBI  LABORATORY 

Senator  HOLLINGS.  General,  if  the  chairman  and  I  were  marking 
up  the  bill  this  afternoon,  we  would  look  over,  and  we  would  see 
that  you  had  asked  for  an  FBI  laboratory  that  was  supposed  to  be 
at  Fort  Belvoir.  I  understood  they  could  not  find  a  place  for  it  there 
so  they  looked  at  Quantico.  And  that  was  $57  million  when  they 
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requested  it  of  us.  Now,  you  are  asking  for  $44  million,  but  you  still 
do  not  have  the  site  for  the  laboratory.  So,  the  chairman  and  I  say, 
well,  we  are  looking  for  $100  million  to  do  just  what  you  have  just 
testified  to;  we  can  pick  up  $44  million  for  the  common  carrier  fund 
because  you  do  not  need  these  laboratory  funds.  Is  that  right? 

Ms.  Reno.  No;  we  are  going  to  need  it. 

Senator  GREGG.  I  am  not  sure  the  chairman  would  agree  with 
you  on  that  one. 

Senator  HOLLINGS.  Well,  you  would  just  like  to  set  it  aside;  I  just 
want  to  know  what  is  happening. 

Senator  Gregg.  I  presume  they  are  going  to  build  it.  I  do  not  un- 
derstand why  they  have  not  built  this  lab  yet.  It  seems  to  me  it 
should  have  been  built,  and  they  should  have  picked  the  site,  and 
they  should  build  the  darn  thing. 

Ms.  Reno.  Well,  as  you  pointed  out,  the  FBI  had  previously 
thought  it  would  be  able  to  use  a  site  at  Fort  Belvoir.  That  did  not 
work  out.  I  keep  discovering  pitfalls  along  the  way  to  trying  to  do 
the  right  thing,  and  this  was  one.  They  are  now  looking  and  exam- 
ining an  alternate  site  at  the  Training  Academy  in  Quantico,  but 
I  support  the  FBI's  position  for  additional  funding.  It  has  initiated 
the  activities  to  hire  the  firm  to  conduct  the  A&E  plan  for  the  new 
laboratory.  An  announcement  was  published.  The  solicitation 
closed  on  April  4.  The  firm  that  will  be  selected  will  produce  the 
A&E  plan  as  well  as  prepare  construction  documents.  The  plan  is 
to  announce  the  selection  of  the  A&E  award  in  late  August  or  early 
September.  Once  the  official  site  is  selected  and  determined,  we 
will  be  able  to  move  forward.  This  is  $150  million  over  a  3-year  pe- 
riod, and  that  is  the  way  I  have  been  advised  we  should  approach 
the  funding  on  it.  It  is  another  area  that  I  am  watching  like  a 
hawk. 

Senator  GREGG.  I  went  down  to  look  at  the  training  facilities, 
and  they  showed  me  a  piece  of  land  where  they  were  expecting  to 
put  the  lab.  I  just  personally  do  not  understand  why  they  have  not 
made  a  commitment  and  built  it. 

Senator  Hollings.  Well,  I  am  glad  they  are  working  with  the 
chairman.  They  have  not  worked  with  me  yet.  [Laughter.] 

Senator  Gregg.  And  they  have  a  site  for  it  and 

Ms.  Reno.  I  do  not  have  the  details  but  what  I  would  like  to  do 
is  get  back  to  Mr.  Taylor  with  the  specifics.  You  may  not  be  happy 
with  the  answer,  but  we  will  provide  the  answer — and  what  time- 
frame we  expect. 

[The  information  follows:] 

FBI  Laboratory 

The  new  Laboratory  facilities  will  be  located  at  the  FBI  Academy  in  Quantico, 
Virginia.  The  FBI  has  selected  a  site  on  vacant  FBI  land  bounded  by  the  Practical 
Problems  Training  Course,  the  Tactical  Emergency  Vehicle  Operations  Center  and 
Hoover  Road.  Previously  the  FBI  had  preferred  to  relocate  to  a  site  on  the  Engineer- 
ing Proving  Grounds  (EPG)  at  Fort  Belvoir,  Virginia;  however,  due  to  the  uncer- 
tainty of  transferring  EPG  land  from  the  Department  of  Defense,  an  alternate  loca- 
tion at  the  FBI  Academy  was  selected. 

The  processes  to  acquire  a  firm  to  conduct  the  final  design  of  the  new  FBI  Labora- 
tory facilities  are  progressing.  An  announcement  was  published  in  the  Commerce 
Business  Daily  on  March  5,  1996,  and  the  solicitation  closed  on  April  4,  1996.  The 
selection  process  is  proceeding  and  a  short  list  of  candidates  is  currently  in  prepara- 
tion. Award  of  a  final  A&E  contract  is  expected  by  late  August  or  early  September 
1996. 
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In  1996,  the  FBI  received  $57,089,000  for  this  project,  which  includes  $13,200,000 
for  architectural  and  engineering  (A&E)  services;  $22,000,000  for  site  preparation; 
and  $21,889,000  to  begin  construction  requirements.  Of  this  amount,  $43,889,000  is 
proposed  for  recurral  in  1997  to  continue  construction  activities.  The  estimated  cost 
for  construction  of  the  new  FBI  Laboratory  facility  has  been  $150,200,000.  I  have 
asked  the  Justice  Management  Division,  in  conjunction  with  the  FBI,  to  review  the 
original  FBI  Laboratory  plan  and  cost  estimates.  It  is  my  understanding  that  there 
is  now  a  proposal  to  add  a  State  and  local  training  dormitory  to  the  Laboratory  fa- 
cility. That  proposal  is  to  be  a  part  of  the  review.  I  expect  to  review  this  joint  study 
within  the  next  30  days  and  determine  whether  a  State  and  local  dormitory  is  a 
valid  requirement  of  the  FBI  laboratory  project.  I  will  advise  the  Committees  when 
a  decision  is  made. 

The  FBI  does  not  believe  the  change  in  site  location  from  Fort  Belvoir  to  Quantico 
will  cause  any  long-term  delays  in  the  overall  construction  timeline.  The  Laboratory 
facilities  should  be  completed  by  the  end  of  the  first  quarter  of  fiscal  year  2001.  By 
selecting  the  FBI  Academy  as  the  location  for  the  new  FBI  Laboratory  facilities,  the 
FBI  benefits  from  pre-existing  information  regarding  the  environment,  utilities,  and 
geotechnical  issues.  Additionally,  the  A&E  firm  who  performed  the  initial  site  eval- 
uation included  geotechnical  studies  which  will  be  provided  to  the  permanent  A&E 
firm  after  a  design  contract  is  awarded.  This  could  mitigate  the  impact  of  changes 
in  sites  on  the  work  and  time  necessary  to  complete  the  design  and  construction 
documents. 

AGENTS  ASSIGNED  OVERSEAS 

Senator  HOLLINGS.  And  then,  General,  finally  with  respect  to 
these  overseas  FBI  agents — I  speak  from  experience  back  40  years 
ago.  In  the  McCarthy  days,  I  served  on  the  Hoover  Commission, 
and  we,  investigating  the  FBI  and  the  CIA,  it  was  a  cardinal  prin- 
ciple adhered  to  under  Hoover  that  he  did  not  have  and  he  did  not 
want  to  go  around  arresting  anybody,  that  there  was  not  a  duty  or 
a  role  for  the  FBI  in  anyone  else's  country.  In  fact,  there  is  a  re- 
sentment if  you  get  a  law  enforcement  officer  rummaging  around — 
not  only  a  resentment;  he  could  run  into  a  well  that  the  Agency 
itself— namely,  the  CLA. — is  using.  And  the  two  agencies  get  into 
conflicts. 

Now,  with  that  principle  adhered  to  over  the  many,  many  years, 
this  is  the  first  FBI  Director  who  is  gung  ho  to  find  crime  inter- 
national and  all  over  and  everywhere.  He  is  right:  there  is  crime 
everywhere.  But  we  have  still  got  it  on  14th  Street,  and  we  are  not 
doing  the  job  there  yet  to  satisfy  you  or  me.  I  went  along  with  the 
school — if  you  have  got  a  special  school  there  in  endeavor — I  think 
it  is  worthwhile  there  in  Budapest.  But  when  you  go  around,  and 
you  see  they  are  requesting — I  am  closing  down  the  United  States 
consulate  in  Edinburgh,  Scotland,  and  I  am  closing  down  Florence, 
Italy  as  they  requested.  We  are  closing  down  major  consulates  ev- 
erywhere around,  but  the  FBI  is  trying  to  put  on  more  and  more 
people  everywhere  around  the  world.  We  have  got  to  pay  for  it  in 
the  State  Department's  budget,  being  the  landlord,  and  even  the 
agents  themselves  who  just  came  through  Hong  Kong.  The  DEA 
agents  cannot  speak  Mandarin.  I  do  not  know  who  they  talk  to  to 
really  do  an  effective  job. 

So,  you  have  got  to  look  at  the  assignments  and  be  very  cautious 
and  very  conservative,  frugal  about  putting  agents  around.  Because 
I  can  give  you  the  list — there  are  187  countries,  and  we  can  put 
an  FBI  agent  and  talk  about  international  crime  and  then  give 
them  a  secretary  and  give  them  an  office  and  give  them  this  and 
give  them  that.  Let  us  get  them  down  on  14th  Street  here  in  the 
U.S.A.  with  the  DEA,  and  let  us  get  into  domestic  crime.  Specifi- 
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cally,  I  go  to  Bolivia.  They  have  got  1,000  Federal  personnel  all 
falling  over  each  other.  And  then,  they  have  got  a  rule  that  over 
here — and  they  will  show  you  the  picture — oh,  they  can  grow  all 
the  heroin  and  marijuana  and  coca  that  they  possibly  want.  And 
then,  you  go  up  to  La  Paz,  and  everybody  is  buying  coca  leaves, 
and  everybody  is  happy  and  what  have  you. 

Come  on.  I  have  been  from  burning  the  poppy  fields  in  Turkey 
25  years  ago  on  this  committee  to  breaking  up  the  factories  in  Mar- 
seilles down  to  Uruguay,  back  up  to  Colombia,  down  to  Bolivia, 
back  up  to  Colombia,  over  to  Mexico.  They  have  always  got  a  new 
plan  somewhere,  somehow  overseas,  and  I  think  that  we  have  got 
limited  resources,  and  I  do  not  want  to  start  putting  FBI  endeavors 
in  everybody's  country.  It  is  going  to  backfire  on  us,  No.  1;  we  can- 
not afford  it,  No.  2.  Will  you  look  that  budget  over  with  Judge 
Freeh?  Because  everybody  likes  to  travel,  and  you  go  over  there, 
and  I  will  tell  you  right  now,  they  have  got  an  immigration  fellow; 
they  have  got  a  Customs  fellow;  they  have  got  a  DEA;  they  have 
got  an  FBI,  just  go  right  on  down  the  list. 

Ms.  Reno.  I  have  looked  at  it  very  carefully.  First  of  all,  it  is  a 
lot  different  today  than  it  was  40  years  ago.  I  do  not  think  J.  Edgar 
Hoover  could  contemplate  what  we  can  do  today  in  terms  of  tech- 
nology. I  do  not  think  that  he  would  begin  to  comprehend  what  has 
happened  as  the  cold  war  has  ended,  and  the  Iron  Curtain  has 
come  down.  I  wonder  whether  he  would  believe  that  you  could 
cross  the  Atlantic  in  3  hours. 

Senator  Hollings.  I  know  all  of  that.  The  CIA  can  get  in  and 
investigate  every  bit  of  it.  That  is  what  the  agency  is  there  for.  It 
is  not  just  to  find  communism  now. 

Ms.  Reno.  Senator,  for  the  principles  that  you  talked  about,  you 
do  not  want  the  CIA  investigating  something  that  is  for  law  en- 
forcement in  the  United  States. 

Senator  Hollings.  When  they  leave  the  border,  they  have  al- 
ways taken  over  over  the  many  years.  If  they  have  got  somebody 
who  is  traveling  internationally  with  Interpol  and  all,  they  have 
picked  them  up.  Now,  you  mean  that  you  are  going  to  get  FBI 
agents  to  follow  everybody  like  you  say?  The  travel  is  enormous. 

Ms.  Reno.  No;  but  what  I  am  going  to  do  is  have  people  trained 
in  law  enforcement  prepared  to  deal  with  law  enforcement  issues 
on  a  constitutional  basis  who  follow  law  enforcement  guidelines.  I 
am  going  to  have  them  as  they  are  now,  as  you  have  seen  them, 
working  with  the  police  and  the  law  enforcement  officials  of  foreign 
countries  in  a  joint,  cooperative  effort  that  can  truly  make  a  dif- 
ference. 

We  recently  had  a  situation  where  a  hacker  in  Argentina 
intruded  into  the  Harvard  computer  and  then  into  some  naval  com- 
puters, and  we  need  to  be  able  to  work  in  an  effective  way  with 
law  enforcement  officials  around  the  world.  You  cannot  do  it  by  sit- 
ting on  14th  Street.  I  happen  to  have  a  14th  Street  in  the  commu- 
nity that  I  love,  a  14th  Street  that  I  prosecuted  a  lot  of  cases  on. 
I  do  not  need  FBI  agents  there  as  much  as  I  need  FBI  agents  work- 
ing with  others  to  stem  the  flow  of  drugs  coming  into  the  United 
States  by  dismantling,  as  the  DEA  has  helped  dismantle,  the  Cali 
Cartel.  That  is  what  is  going  to  make  the  best  difference. 
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What  I  need  is  what  we  are  doing,  which  is  providing  community 
police  officers  to  that  14th  Street  who  know  their  community,  know 
the  citizens  in  that  community,  establish  priorities,  and  identify 
problems  working  with  them.  What  I  need  for  that  14th  Street  kid 
who  gets  picked  up  by  those  community  police  officers  is  jails  suffi- 
cient to  house  them  for  the  length  of  time  the  judges  are  sentencing 
them.  Again,  what  this  committee  has  done  with  the  COPS  Pro- 
gram, with  the  prison  program  in  terms  of  providing  resources  to 
local  law  enforcement  is  key.  I  have  looked  at  it  very  carefully.  But 
as  is  consistent  with  everything  that  we  have  done,  I  want  to  work 
with  Mr.  Taylor,  Mr.  Gudes. 

In  looking  at  it,  as  I  mentioned  earlier — I  do  not  know  whether 
you  had  come  in  yet — but  we  are  working  very  closely  with  the 
State  Department.  I  have  had  continuing  conversations  with  Sec- 
retary Christopher,  with  Strobe  Talbot,  with  Bob  Gelbard  about 
how  we  use  the  limited  resources  as  wisely  as  possible  and  avoid 
the  duplication,  and  we  are  dedicated  to  trying  to  do  that. 

COST  OF  AGENTS  OVERSEAS 

Senator  Hollings.  Well,  you  jumbled  some  problems.  I  am  a 
local  law  enforcement  officer  too.  I  was  the  chief  law  enforcement 
officer  of  a  State  for  4  years.  And  I  agree  with  you  on  that,  and 
I  want  the  local  people  to  handle  the  local  thing.  I  am  back  to  my 
problem  of  they  follow  and  they  pick  them  up  right  now.  The  Bu- 
reau will  inform  the  Agency,  and  they  follow  these  international 
criminals.  And,  in  fact,  up  there  in  the  Middle  East  on  the  most 
serious  one  on  a  murder,  it  was  a  State  Department  official  who 
picked  them  up,  not  the  FBI  and  not  the  CIA.  So,  we  have  been 
working  those  things  over  the  many,  many  years.  But  I  can  see 
these  budgets  going.  In  downtown  Moscow  now,  you  do  not  have 
enough  FBI  agents.  I  mean,  you  can  transfer  the  entire  FBI  to 
Moscow,  and  you  still  would  not  do  an  adequate  job. 

Ms.  Reno.  But  we  are  not  addressing  crime  on  the  streets  of 
Moscow;  we  are  addressing  through  this  effort,  working  with  all 
concerned,  activities  in  Moscow  and  around  the  world  that  have  a 
direct  impact  on  the  streets  of  this  Nation.  And  what  we  are  trying 
to  do  is  to  make  sure  that  we  use  our  resources  as  wisely  as  pos- 
sible, consistent  with  guidelines  that  Congress  holds  very  impor- 
tant, to  conduct  law  enforcement  investigations  in  the  most  effec- 
tive manner  possible.  And  I  know  full  well  your  concern,  because 
you  also  mentioned  that  to  me  when  I  came  to  call  on  you  in  Feb- 
ruary 1993. 

Senator  HOLLINGS.  But  you  all  have  not  adhered  to  it.  You  do  not 
seem  to  understand  that  it  costs  the  taxpayers  $250,000  for  any- 
body overseas,  on  average  per  individual. 

Ms.  Reno.  I  understand  that  full  well. 

Senator  Hollings.  That  is  the  basic  cost  for  housing  and  every- 
thing else.  To  give  you  the  extreme — it  is  not  your  responsibility; 
it  is  ours — with  that  silly  Inman  provision,  you  can  go  down  there; 
we  are  actually  building  a  $67  million  Embassy  down  there  in  Ca- 
racas, Venezuela,  and  for  the  security  and  the  TDY  and  keeping 
down  around  the  clock  to  make  sure  they  do  not  put  a  listening  de- 
vice in  the  wall,  it  actually  costs  us  more  on  the  security  personnel 
living  in  the  hotel  and  going  around  the  clock  to  go  out  and  pull 
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their  8-hour  duties,  it  costs  us  more  on  the  security  of  the  building 
than  it  costs  to  actually  build  the  building. 

Now,  mark  that  down.  This  is  the  kind  of  thing  that  is  going  on, 
and  nobody  is  talking  about  it  or  doing  anything.  And  now,  I  have 
got  my  other  department  which  is  cutting  me  off  and  just  putting 
people  over  there  like  you  do  not  have  any  law  enforcement  people. 
You  have  got  to  work  with  the  local  law  enforcement  people  in 
country.  You  know  that;  we  know  that.  You  just  cannot  put  enough 
agents  over  there  yourself.  I  can  give  you  all  kinds  of  wonderful  ex- 
amples of  international  crime  and  breaking  into  computers  and  ev- 
erything else.  We  are  all  familiar  with  it.  But  if  we  are  really  going 
to  do  the  job  here,  we  had  better  adhere  to  that  general  principle, 
or  else,  we  are  going  to  get  in  serious  trouble. 

Ms.  Reno.  I  think  you  and  I  share  this  general  principle,  and  I 
take  issue  with  you:  one  of  the  things  that  I  grapple  with  on  a  reg- 
ular basis  is  the  cost  of  these  issues.  I  have  seen  it  costed  out;  I 
understand  the  $250,000;  I  understand  the  security  requirements. 
And  that  is  the  reason  we  are  working  so  closely  with  the  State  De- 
partment to  make  sure  that  it  is  a  joint  effort  that  we  agree  on  and 
think  is  important,  both  from  the  point  of  view  of  our  international 
relations,  national  security,  and  our  public  safety. 

Senator  Hollings.  Thank  you. 

TECHNOLOGY 

Senator  GREGG.  Thank  you,  Senator  Hollings. 

Just  following  up  on  one  of  the  number  of  issues  that  Senator 
Hollings  raised,  but  this  NCIC  2000  and  the  IAFIS,  if  that  is  the 
proper  acronym,  these  have  been  financial  disasters.  How  do  we 
get  them  functioning,  get  them  to  work,  and  get  them  so  that  we 
are  not  just  putting  more  money  after  money  that  has  not  worked? 

Ms.  Reno.  I  think  that  Director  Freeh  has  taken  some  significant 
steps  in  that  direction  by  placing  people  in  charge  who  have  the 
expertise  to  deal  with  the  technology  that  is  involved.  Carolyn  Mor- 
ris, I  think,  is  doing  a  wonderful  job.  I  think  she  has  had  an  oppor- 
tunity to  brief  your  staff,  and  I  think  that  we  are  on  target  how, 
barring  unforeseen  user  changes. 

Senator  GREGG.  One  of  the  things  I  have  sensed — and  I  have  to 
admit  that  my  depth  of  knowledge  on  this  is  not  as  deep  as  I  would 
like  it,  but  my  sense  is  that  this  problem  is  generated  by  a  lack 
of  technical  expertise  in  the  initial  understanding  of  how  to  address 
the  issue  on  the  Government  side.  And  I  am  just  concerned  that 
when  we  get  into  this  digital  telephony  issue,  we  are  going  to  have 
the  same  issue:  it  is  a  lack  of  technical  expertise.  I  mean,  you  are 
dealing  with  the  private  sector,  which  is  moving  every  day  at  an 
exponential  rate  in  its  technology  advancements.  The  Defense  De- 
partment, of  course,  has  an  entire  base  of  people  up  in  New  Eng- 
land dedicated  purely  to  the  issue  of  technology  purchasing.  And 
so,  they  have  extraordinary  expertise,  and  they  are  able  to  stay 
current.  But  the  FBI,  because  it  only  gets  into  this  business  so 
often  or  the  DEA  or  whatever  does  not  have  that  base  of  talent  to 
draw  on,  and  they  can  hire  one  person,  and  they  hired  one  person; 
the  person  just  did  not  work  out  very  well,  and  they  have  replaced 
the  individual  with  another  person  who  appears  to  have  great  abil- 
ity. But  even  a  single  individual  even  surrounded  by  a  staff  of  10 
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or  15  probably  is  not  going  to  be  able  to  generate  the  knowledge 
curve  and  maintain  the  knowledge  curve  to  do  these  three  major 
purchases. 

I  am  just  wondering  if  you  are  looking  at  some  other  systems, 
some  other  way  to  draw  in  people,  the  ability  to  maintain  the  nec- 
essary knowledge  to  buy  these  systems  effectively. 

Ms.  Reno.  When  I  took  office,  one  of  the  things  that  struck  me 
is  that  law  enforcement  was  becoming  a  far  more  complex  issue 
technologically  than  I  felt  people  were  prepared  to  address,  wheth- 
er it  be  in  terms  of  procurement,  whether  it  was  in  terms  of  identi- 
fying high-tech  crime  or  computer-based  crime.  And  all  of  the  is- 
sues just  in  the  last  3  years  with  cyberspace  multiplied  the  prob- 
lems. I  have  addressed  with  Director  Freeh  and  Administrator 
Constantine  my  concern  and  the  need  to  develop  true  expertise 
that  can  take  us  into  the  next  century  in  terms  of  protection 
against  terrorism,  in  terms  of  coordination  in  protection  of  our  crit- 
ical infrastructure,  and  I  think  he  is  taking  steps  to  do  that. 

I  would  like  for  him  to  address  it  so  that  I  do  not  misstate  the 
precise  steps  that  he  is  taking,  but  with  respect  to  NCIC,  as  I  un- 
derstand it  from  Ms.  Morris,  she  has  brought  in  a  group  of  experts. 
It  is  referred  to  as  the  Jasons  group.  I  never  quite  understand 
where  that  name  comes  from,  but  I  just  know  it  as  the  Jasons.  And 
they  have  analyzed  what  the  Harris  group  has  done  to  date  and 
feel  that  the  systems  architecture  is  sound  and  that  they  can  move 
forward.  But  as  I  understand  it,  the  final  assessment  will  be  made 
in  June,  but  she  feels  comfortable  with  what  these  recognized  ex- 
perts have  done  so  far  in  reviewing  where  we  are  at,  because  I 
think  your  assessment  of  how  we  got  there  is  a  correct  assessment. 

I  continue  to  discuss  with  Director  Freeh  a  similar  capacity  for 
IAFIS,  and  I  think  it  is  going  to  be  important  in  terms  of  the  issues 
with  respect  to  digitalization  and  so  many  other  issues  that  law  en- 
forcement have  that  capacity,  and  it  is  one  of  the  challenges  he 
faces. 

Senator  GREGG.  Well,  I  am  not  even  sure  that  this  is  realistic, 
but  I  do  know  that  the  FBI  is  at  least  taking  a  look  at  it.  But  it 
seems  to  me  with  all  of  this  talent  that  the  Defense  Department 
has  in  technology  purchasing,  some  sort  of  at  least  review  of 
whether  there  is  some  overlap  and  some  capacity  for  joint  ventur- 
ing, their  using  their  talent,  might  make  some  sense. 

Ms.  Reno.  We  have  been  doing  that,  and  when  I  came  to  Wash- 
ington, I  sat  down  to  see  what  existed  in  the  Department.  You  had 
the  National  Institute  of  Justice  that  had  done  some  work  in  this 
area  working  with  the  Defense  Department.  You  had  different  com- 
ponents of  the  FBI  doing  it.  I  have  tried  to  bring  them  together  and 
join  with  the  Defense  Department  not  just  in  high-tech  issues  but 
in  terms  of  new  and  developing  technologies.  So,  I  think  there  is 
a  very  good  working  relationship  with  the  Defense  Department  in 
ensuring  that  we  utilize  that  expertise,  and  I  will  continue  to  stress 
that  we  do  so. 

Senator  GREGG.  In  that  same  area  of  technology,  I  am  very  con- 
cerned that  as  we  move  forward  and  more  and  more  pressure 
comes  from  the  Congress  to  sell  the  Federal  spectrum,  we  are  going 
to  end  up  selling  spectrum  which  we  then  have  to  buy  or  lease  back 
in  order  to  maintain  the  needs  of  police  departments  across  the 
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country,  local,  community  and  State  police  departments  and  also 
national  police  issues.  I  am  just  wondering  to  what  extent  you  have 
talked  with  the  former  chairman  and  ranking  member  of  the  Com- 
merce Committee  and  other  folks  to  try  to  make  sure  that  as  we 
push  this  spectrum  sale,  we  do  not  end  up  selling  things  that  we 
really  need  in  order  to  protect  our  own  policing  efforts  in  this  coun- 
try. 

Ms.  Reno.  I  am  as  concerned  as  you  are.  I  think  there  is  a  pres- 
sure to  sell.  I  want  to  make  very  clear — and  I  have  advised  Ms. 
Morris  that  we  are  not  pushed  precipitously  and  that  if  there  is 
any  tendency  to  do  so  before  we  identify  what  is  needed.  To  use  the 
narrower  band,  as  I  understand  it,  we  are  going  to  have  to  develop 
infrastructure  that  enables  that  to  be  done,  and  we  need  to  have 
a  firm  understanding  of  what  is  necessary  and  the  funding  nec- 
essary to  accomplish  that.  I  have  asked  her  to  let  me  know  whether 
she  feels  that  we  are  in  any  way — we  want  to  respond  with  all  ap- 
propriate diligence,  but  we  do  not  want  to  do  something  that  is  pre- 
mature or  done  too  hastily. 

Senator  GREGG.  And  you  have  put  your  marker  in  with  OMB  so 
they  do  not  tell  you  to  sell? 

Ms.  Reno.  We  are  working  on  it,  sir. 

PRISON  CONSTRUCTION 

Senator  Gregg.  In  the  prison  construction  issue,  I  notice  that  the 
budget  is  pretty  much  flat  in  that  area.  We  have  been  pushing  for 
more  prison  construction  money,  because  we  feel  strongly  that  that 
is  a  key  element  of  the  equation;  that  you  have  to  be  able  to  put 
violent  criminals  away  and  keep  them  locked  up;  you  cannot  have 
somebody  come  out  the  door  every  time  somebody  goes  in.  I  am 
wondering  why  the  administration  has  chosen  to  basically  flat-fund 
this  area. 

Ms.  Reno.  Based  on  our  projections  for  the  year  2000,  what  we 
are  proposing  will  address  those  concerns.  What  we  are  also 
doing — and  I  have  some  first-hand  familiarity  with  this — there  are 
a  number  of  people  in  Federal  prisons  today  whom  I  helped  get 
there  because  I  transferred  the  case  to  Federal  court  because  we 
did  not  have  enough  prison  cells  in  Florida  to  house  them  for  the 
length  of  time  the  judges  would  sentence  them,  or,  in  other  in- 
stances, the  Florida  sentence  was  inadequate  for  the  crime.  And  so, 
working  with  the  U.S.  attorney's  office,  we  transferred  them.  They 
could  have  as  easily  been  prosecuted  in  State  court. 

Now,  with  the  prison  grant  program  going  into  effect,  I  think  we 
are  going  to  have  that  capacity  throughout  the  States  so  that  there 
can  be  an  appropriate  prosecution  by  State  and  local  governments, 
who  would  prefer  to  do  the  prosecution  if  they  could  get  the  appro- 
priate time.  And  so,  I  think  we  are  developing  an  appropriate  bal- 
ance between  the  State  and  Federal  systems,  recognizing  that 
State  and  local  law  enforcement  is  on  the  front  line.  But  it  is  some- 
thing that  I  carefully  monitor  with  Director  Hawk.  Because  we 
have  been  able  to  reduce  the  overcrowding  that  existed  when  I 
came  in,  the  type  of  prisoner  in  Federal  prison,  for  some  of  the  rea- 
sons that  I  talk  about,  is  becoming  a  more  dangerous  offender,  and 
so  it  is  a  very,  very  important  effort  to  make  sure  that  we  monitor 
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closely  and  have  the  appropriate  housing  necessary  to  ensure  the 
security  of  the  prisons. 

Senator  GREGG.  So,  you  strongly  support  expanding  the  State 
Prison  Grant  Program  to  make  sure  that  we  have  enough  money 
in  there  so  that  the  States  can  continue  to  build? 

Ms.  Reno.  With  what  has  been  done  and  the  moneys  that  will 
be  available  there,  it  will  be  an  appropriate  balance  between  the 
State  and  Federal  governments.  But  again,  we  will  continue  to 
monitor  and  address,  and  the  moneys  that  we  ask  for,  I  think 
based  on  my  information  and  my  conversation  with  Director  Hawk, 
will  enable  us  to  fulfill  our  responsibilities. 

OLYMPICS 

Senator  Gregg.  Moving  again  to  this  international  issue  and  the 
issue  of  terrorism — and  I  am  sorry  to  hop  around  like  this,  but  that 
is  the  way  my  mind  works — I  am  just  wondering  if  you  can  give 
us  an  update  on  where  we  stand  with  the  Olympics.  Obviously,  we 
certainly  want  to  make  sure  that  everything  necessary  is  being 
done  to  assure  that  the  Olympics  proceed  in  a  manner  which  they 
would  want. 

Ms.  Reno.  I  am  very  pleased  with  what  we  have  done  there.  The 
Deputy  Attorney  General  is  personally  monitoring  it  really  on  a 
day-to-day  basis.  She  participated  recently  in  some  tabletop  exer- 
cises of  issues  that  might  arise  during  the  Olympics  so  that  we  are 
prepared.  She  can  give  you  a  full  and  complete  briefing  of  what  we 
have  done  in  terms  of  just  day-to-day  preparation  with  the  FBI. 
DEA  and  the  Marshals  Service  are  participating.  We  have  identi- 
fied a  prosecutor,  one  of  those  who  prosecuted  the  World  Trade 
Center  bombing  case,  who  is  expert  in  this  area.  He  has  been  de- 
tailed to  the  deputy's  office,  and  we  are  following  it  very,  very 
closely  on  a  day-to-day  basis.  And  I  think  it  might  be  helpful  for 
you  if  you  wanted  Mr.  Taylor  or  yourself  briefed  on  it. 

Senator  Gregg.  But  you  feel  comfortable  that  we  are  giving  At- 
lanta and  Georgia  all  of  the  resources  that  they  need  to  support 
their  efforts? 

Ms.  Reno.  I  think  we  are,  and  we  are  continuing  to  work  with 
the  State  and  local  governments.  It  has  been  pointed  out  that  $4 
million  of  the  Byrne  discretionary  grant  funds  is  already  on  its  way 
to  Atlanta,  and  we  are  looking  at  a  $10  million  request  that  we  are 
developing  now  from  the  counterterrorism  fund  that  we  would  ad- 
vise the  committee  about  as  well. 

MONTANA  SITUATION 

Senator  Gregg.  On  another  issue  of  cost,  maybe  you  could  just 
give  us  an  update  as  to  what  is  happening  in  Montana  and  how 
much  it  is  costing  us. 

Ms.  RENO.  I  have  not  done  a  cost  analysis  yet,  because  one  of  the 
things  that  I  pointed  out  in  a  previous  situation  that  I  dealt  with 
where  you  are  looking  at  issues  of  human  life,  you  have  got  to  take 
appropriate  precautions.  We  can  have  it  costed  out  for  you,  and  I 
will  do  so.  We  are  continuing  to  do  everything  possible  to  resolve 
it  in  a  peaceful  way. 
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DRUG  ENFORCEMENT  ADMINISTRATION 

Senator  GREGG.  In  the  DEA  area,  this  is  an  agency  that  we  are 
expanding  dramatically.  We  are  increasing  the  activities  dramati- 
cally. But  I  noticed  in  your  application  for  buildings  that  there  was 
no  request  for  a  training  and  education  facility  in  there.  Did  it  just 
not  make  the  cut  on  the  priorities? 

Ms.  Reno.  Yes;  we  are  again  trying  to  use  the  dollars  we  have 
in  the  wisest  way  possible  and  trying  to  address  these  issues.  That 
has  been  a  concern  to  DEA,  but  the  issue  is  how  we  use  what  we 
have  got  as  wisely  as  possible. 

Senator  GREGG.  You  are  not  opposed  to  building  such  a  facility. 

Ms.  Reno.  No. 

Senator  Gregg.  An  educational  facility. 

Ms.  Reno.  No. 

Senator  Gregg.  Did  you  have  further  questions? 

OLYMPICS 

Senator  Hollings.  No;  I  just'  had  a  couple  of  other  additions 
with  respect  to  the  Olympics.  You  can  find  money  not  only  in  this 
bill  but  in  the  Defense  bill,  in  the  Interior  bill  and  in  here.  Now, 
on  the  Budget  Committee,  we  have  got  to  start — that  crowd  in  At- 
lanta knows  how  to  pick  our  pockets.  I  can  tell  you  that  right  now. 
[Laughter.] 

TECHNOLOGY 

So,  they  are  getting  plenty  of  money  there.  With  respect  to  the 
other  question  about  the  technology,  as  we  well  know,  in  fact,  in 
my  own  back  yard,  we  have  got  the  technology  transfer  effort  along 
with  the  Department  of  Defense.  We  call  it  the  Department  of  Jus- 
tice Technology  Partnership  Program.  And  now,  that  is  beginning 
to  work.  They  dragged  their  feet  for  a  little  while,  but  we  have  got 
one  of  those  there,  and  that  is  working.  And,  of  course,  we  will 
have  to  look  and  see  on  the  prisons.  You  have  asked  for  a  $293  mil- 
lion increase,  and  I  think  we  have  got  about  $700  million  backed 
up  in  unobligated  balances.  So,  we  are  building  prisons  around. 

ADDITIONAL  COMMENTS 

Senator  GREGG.  Senator  Domenici  had  some  questions.  I  suspect 
they  are  going  to  deal  with — so,  they  are  questions  that  I  might 
have  asked  you  had  he  not  said  he  was  coming  back.  He  said  he 
was  coming  back.  We  are  going  to  try  to  find  him,  but  basically, 
I  think  he  is  going  to  want  to  know  about  the  redeployment  to  the 
borders  of  INS  folks,  because  this  has  created  some  significant  con- 
cerns. On  a  related  issue,  maybe  you  could  bring  us  up  to  speed 
as  to  how  the  training  facilities  for  INS  are  going. 

Ms.  Reno.  Could  I  also  make  sure,  because  I  may  have  given  the 
wrong  impression  to  one  of  your  first  questions  about  the  adminis- 
trative staffing  for  the  COPS  office. 

Senator  Gregg.  Right. 

Ms.  Reno.  I  think  we  have  real  concerns.  I  mean,  we  are  going 
to  do  it  this  year,  but  in  1997,  we  are  asking  to  lift  the  ceiling,  and 
you  asked  can  we  live  with  it.  I  wanted  to  make  sure  that  I  did 
not  leave  the  impression  that  we  thought  we  could  live  with  it.  Be- 
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cause,  I  mean,  you  are  gaining  a  cumulative  application  process. 
But  at  the  same  time,  we  do  want  to  work  with  you  and  take  a 
look  at  it,  but  I  did  not  want  to  misrepresent  anything. 

Now,  with  respect  to  training,  I  think  one  of  the  best  events  that 
I  have  seen  in  Washington — only  it  did  not  happen  in  Washington; 
it  happened  in  Charleston — was  when  the  executive  and  legislative 
branches  got  together:  Mr.  Taylor,  Mr.  Gudes,  and  Ms.  McAuliffe 
from  the  House  went  down  with  me  to  Charleston.  We  met  with 
the  people  on  the  scene.  I  had  a  list  of  things,  and  we  went  through 
them  and  just  worked  it  out.  We  developed  an  agreement  that  I 
have  sent  to  both  of  you,  and  it  was  just  excellent. 

I  am  told — and  I  watch  it  very  carefully — that  we  are  on  target. 
What  I  have  done  is  developed  a  schedule  that  I  get  every  2  weeks 
that  shows  me  how  many  classes  I  am  to  have,  how  many  entered 
the  class,  how  many  graduated  from  the  class  so  that  I  can  make 
sure  that  I  am  on  target  for  the  1,480  Border  Patrol  agents  and  for 
the  other  INS  positions  that  are  being  trained.  We  are  on  schedule 
at  this  point,  and  I  just  cannot  tell  you  how  much  we  appreciate 
your  staffs  working  with  us  on  that.  It  was  really  excellent.  It  was 
just  a  very  thoughtful,  bipartisan  effort  of  let  us  see  how  we  get 
it  done  the  right  way,  and  we  appreciated  it  so  much. 

Senator  Gregg.  Well,  we  appreciate  your  being  willing  to  be  so 
supportive. 

Senator  Hollings.  And  on  that  point,  Mr.  Chairman,  if  I  might, 
Doris  Meissner,  you  have  got  to  give  her  credit.  As  you  all  know, 
tragically,  she  lost  her  husband  in  that  crash  at  Dubrovnic,  Cro- 
atia, and  yet,  we  still  opened  up  the  school  in  Charleston,  and  we 
are  teaching  them  to  speak  Spanish,  as  you  say,  down  there  now. 
We  will  have  525  immigration  agents. 

Senator  Gregg.  Can  we  teach  them  to  speak  English? 

Senator  Hollings.  They  already  speak  English  when  they  come 
in. 

Senator  Gregg.  Is  there  special  training  down  there? 

Senator  Hollings.  They  have  got  special  training,  oh,  yes,  spe- 
cial classes  and  their  own  course.  I  mean,  she  has  not  lapsed  1  sec- 
ond. In  fact,  we  have  accelerated  it,  and  it  is  working  and  working 
well. 

MONTANA  SITUATION 

Could  I  ask  a  question  on  Montana? 

Senator  GREGG.  You  can  do  whatever  you  wish. 

Senator  HOLLINGS.  Because  I  have  this  observation. 

General,  with  respect  to  a  peaceful  settlement,  this  is  not  like  a 
labor  negotiation;  this  is  law  enforcement,  and  we  cannot  make  a 
mockery  out  of  law  enforcement.  We  cannot  get  it  to  the  position 
where  all  I  have  got  to  do  is  commit  an  offense  to  get  attention  to 
what  I  want  and  hole  up  where  I  have  got  enough  food  to  get  on 
TV  for  a  couple  of  months,  and  everybody  is  trying  to  peacefully  get 
me  out  of  my  hole.  Somewhere,  sometime,  somehow,  we  have  got 
to — if  there  are  law  violators  there — and  I  understand  that  there 
are  indictments  and  everything  else  like  that,  they  have  to  be  ap- 
prehended. I  mean,  the  law  enforcement  just  cannot  sit  down 
spending  a  fortune  for  peaceful  settlement.  There  has  got  to  be  a 
positive  settlement,  because  no  one  wants  to  have  a  violent  or  dis- 


29 

ruptive  kind  of  apprehension,  but  law  enforcement  is  not  nec- 
essarily peaceful. 

Ms.  Reno.  I  know. 

Senator  HOLLINGS.  I  know  you  know. 

Senator  GREGG.  The  Attorney  General  has  discussed  all  she  is 
going  to  discuss  on  that  topic.  I  think  that  is  reasonable.  [Laugh- 
ter.] 

Ms.  Reno.  May  I  just  say  something?  Hello,  Mr.  Chairman;  how 
are  you? 

Senator  Domenici.  Hello. 

MS.  MEISSNER 

Ms.  Reno.  Too  often,  we  go  and  take  time  in  Washington  and  do 
not  publicly  say  when  people  have  done  a  good  job.  Doris  Meissner 
is  probably  one  of  the  great  public  servants  who  has  ever  served 
this  Nation.  She  came  into  an  agency  that  had  been  neglected,  and 
she  has  done  an  incredible  job,  and  I  feel  very  fortunate  that  she 
is  the  Commissioner.  Just  thank  you  for  your  comments,  sir. 

INS  BORDER  PATROL  INCREASES 

Senator  HOLLINGS.  Thank  you. 

Senator  GREGG.  Senator  Domenici? 

Senator  DOMENICI.  Thank  you  very  much,  Mr.  Chairman  and  At- 
torney General  Reno.  I  have  a  few  questions.  What  I  do  not  finish, 
I  will  probably  give  to  you  so  you  can  answer  them  for  the  record. 

I  would  say,  Mr.  Chairman,  do  you  have  some  kind  of  a  time 
limit? 

Senator  GREGG.  No;  you  have  as  much  time  as  the  Attorney  Gen- 
eral has. 

Senator  Domenici.  And  do  you  have  a  time  limit? 

Ms.  Reno.  I  have  all  the  time  you  want,  Mr.  Chairman. 

Senator  Domenici.  By  the  time  it  gets  to  me,  sometimes,  you 
know,  I  have  to  push  for  5  minutes.  But  I  decided  today,  I  was 
going  to  come  late  and  spend  as  much  time  as  I  needed  if  the  chair- 
man would  let  me. 

Senator  Hollings,  I  might  say  I  think  we  are  planning  to  meet 
during  the  day,  Paul  Simon,  you  and  I. 

Senator  HOLLINGS.  Yes. 

Senator  Domenici.  Do  you  know  whether  that  has  been  set  up 
yet  on  another  issue? 

Senator  HOLLINGS.  No;  but  I  will  be  ready. 

Senator  Domenici.  Well,  let  me  just  talk  a  little  bit  about  INS 
and  my  State  if  I  might.  The  Department  of  Justice  budgets  have 
increased  fourfold  over  the  past  10  years  as  we  and  the  White 
House  have  waged  these  campaigns  against  crime,  but  I  would  like 
to  talk  just  a  little  bit  about  the  portion  that  goes  to  the  INS.  The 
President's  budget  request  was  accompanied  by  some  charts  show- 
ing the  INS  employment  increasing  from  18,130  in  1993  to  25,314 
in  1996.  And  then,  with  the  additional  personnel  that  are  proposed 
in  the  1997  budget,  INS  positions  would  increase  by  more  than 
8,000  over  that  5-year  period.  So,  how  many  of  these  INS  positions 
are  Border  Patrol  positions?  Could  you  supply  the  subcommittee 
with  a  breakdown  of  the  number  of  border  agents  funded,  the  num- 


30 

ber  trained  and  deployed,  and  where  those  deployments  took  place, 
region  by  region? 

Ms.  Reno.  Yes;  I  will,  sir. 

[The  information  follows:] 

Immigration  and  Naturalization  Service  Border  Patrol  Deployment  Plan 

The  following  information  provides  a  breakdown  of  the  number  of  Border  Patrol 
agents  funded,  trained  and  deployed  in  fiscal  year  1996,  as  well  as  deployments  by 
region/state. 

Fiscal  year — 


1993  1996 


INS  positions 18,130  25,314 

Border  Patrol  positions 4,863  '  7,193 

Border  Patrol  agents  end-of-year  on-board 3,965  2  5,678 

3  5,253 

Border  Patrol  agents  trained  and  deployed 94  4477 

1  Agents  and  support. 
Planned. 

3FTP  as  of  April  27,  1996. 

"Graduated  (405  In  training).  As  of  May  10,  1996.  This  includes  trainees  who  started  their  classes  toward  the  end  of 
fiscal  year  1995  as  well  as  those  who  started  in  fiscal  year  1996. 

DEPLOYMENT  OF  NEW  AGENT  POSITIONS  BY  (REGIONJ/STATE 


Fiscal  year- 


1993 

1994 

1995 

1996' 

6 
45 
4 

300 

128 
229 

226 
378 

21 
322 

38 

39 

50  "~ 

58 

Arizona  (Western) 

California  (Western)  .. 

Florida  (Eastern) 

New  Mexico  (Central) 
Texas  (Central)  


Total  94  350  700  700 

'These  figures  represent  the  planned  deployment  of  fiscal  year  1996  new  agent  positions,  but  do  not  reflect  the  de- 
ployment of  100  Border  Patrol  agents  to  be  trained  in  fiscal  year  1997  and  the  redeployment  of  200  interior  Border  Patrol 
agents. 

IMPLEMENTATION  PLAN  FOR  INS  INCREASES 

Senator  Domenici.  Now,  we  have  had  a  conversation  during  past 
hearings,  and  I  want  to  reiterate  my  request,  that  the  Department 
of  Justice  and  especially  the  INS  not  focus  these  significant  re- 
sources only  on  the  big  States  of  Texas  and  California.  There  are 
continuing  increases  in  illegal  traffic  across  the  borders  of  Arizona 
and  New  Mexico,  and  I  believe  as  we  push  on  the  two  big  States, 
we  are  getting  more  and  more  traffic.  We  are  finding  some  very  se- 
rious problems  on  the  border  with  reference  to  narcotics  right  now. 
So,  I  would  just  ask  if  you  have  had  a  chance  to  review  the  border 
implementation  plan,  and  has  it  received  your  approval? 

Ms.  Reno.  Yes;  what  we  have  tried  to  do,  Senator,  working  with 
you  because  at  times  we  got  precipitous  is  consult  with  your  staff 
up  front,  and  we  will  be  doing  that  both  with  respect  to  the  imme- 
diate issue  of  the  interior  relocation,  and  what  I  do  is  say  I  would 
like  to  understand  what  the  Congress  says  before  I  make  the  final 
cut  on  it.  Because  you  have  a  sense  of  where  the  pressures  are;  you 
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hear  from  your  constituents.  You  understand,  and  I  think  it  is  im- 
portant that  we  carefully  consider  it. 

As  you  know,  I  have  taken  a  trip  down  that  entire  border. 

Senator  Domenici.  Yes. 

Ms.  Reno.  One  of  the  things — and  I  almost  wish  that  I  could  get 
INS  to  create  a  separate  New  Mexico  station  so  that  I  would  not 
constantly  have  to  be  saying  OK,  now  here  is  El  Paso,  which  covers 
New  Mexico,  because  I  think  it  sometimes  masks  what  is  coming 
to  New  Mexico.  But  new  personnel  are  being  assigned  to  New  Mex- 
ico. For  example,  of  the  next  two  Border  Patrol  classes  designated 
for  the  El  Paso  sector,  39  of  the  100  new  agents  are  destined  for 
assignment  in  New  Mexico.  So,  we  want  to  keep  in  close  touch  with 
you  on  that. 

You  are  absolutely  right:  as  we  are  successful  on  one  part  of  the 
border,  we  see  a  pressure,  and  that  is  the  reason  that  it  is  so  im- 
portant that  in  our  5-year  plan  that  we  develop,  we  have  the  capac- 
ity to  be  mobile  and  that  we  do  not  leave  unused  agents  in  one  site 
but  that  we  have  the  capacity  to  move  them.  We  are  also  con- 
cerned— we  are  trying  to  make  sure  that  we  look  at  the  Southwest 
border  as  a  whole,  both  with  respect  to  drug  enforcement  as  well 
and  alien  smuggling.  We  have  a  really  comprehensive  effort,  one 
organized  unit  for  the  whole  border,  of  FBI,  DEA.  The  five  U.S.  at- 
torneys are  all  part  of  the  single,  organized  effort.  And  so,  both 
with  respect  to  immigration,  alien  smuggling,  drug  corruption,  and 
drug  trafficking,  I  think  we  have  a  comprehensive  effort.  No  one 
is  left  out.  Mr.  Kelly,  the  U.S.  attorney,  is  very  much  involved  in 
the  undertaking,  and  I  am  very  sensitive  to  it,  because  when  I 
went  to  El  Paso,  I  said  I  want  to  get  a  map  of  New  Mexico  so  I 
can  understand  it. 

Senator  Domenici.  I  think  you  have  expressed  the  magic  words, 
and  does  not  the  INS  work  for  her?  [Laughter.] 

So  why  do  we  not  just  solve  all  that  and  just  go  ahead  and  do 
what  you  said  and  make  New  Mexico  have  its  own  station?  Then, 
we  will  not  have  all  of  these  problems. 

Ms.  Reno.  Well,  that  might  not  enable  us  to  do  as  much  as  you 
would  like  with  what  we  have.  We  want  to  make  sure  that  we  use 
it  the  right  way.  But  there  are  New  Mexico  tags,  Mr.  Chairman, 
on  everything  that  I  am  looking  at  on  the  border. 

Senator  Domenici.  I  am  very  interested — you  decide  that  it 
needs  to  be  reorganized.  Whatever  that  extra  cost  is — it  is  just 
going  to  be  a  little  bit — then,  I  will  use  every  persuasion  I  have 
with  the  chairman  to  see  that  we  fund  it. 

Senator  Gregg.  That  means  it  gets  funded.  [Laughter.! 

Senator  DOMENICI.  Thank  you  very  much. 

Ms.  Reno.  And  if  I  said  nice  things  about  Doris,  she  is  not  going 
to  be — [Laughter.] 

Senator  Domenici.  Tell  her  that  I  concurred  with  Senator  Hol- 
lings:  she  is  doing  a  fine  job,  and  I  really  am  sorry  about  the  prob- 
lems in  her  family;  I  hope  she  is  doing  well. 

REDEPLOYMENT  OF  BORDER  PATROL  AGENTS 

We  have  two  situations  which  point  up  a  growing  problem  with 
reference  to  the  redeployment  of  Border  Patrol  agents.  As  you  prob- 
ably know,  in  reassigning  agents  to  get  more  emphasis  on  the  bor- 
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der,  the  concept  is  coming  about  that  if  there  are  Border  Patrol 
agents  that  are  off  the  border,  so-called  inland  Border  Patrol 
agents,  that  they  are  going  to  be  moved  to  the  border.  Now,  frank- 
ly, we  have  two  situations  that  just  cry  out  for  you  and  your  ex- 
perts to  look  at,  because  in  the  cities  of  Carlsbad,  NM,  and  Albu- 
querque, the  inland  border  agents  are  part  of  a  rather  profound 
and  effective  attack  on  illegal  drugs.  Now,  they  did  not  get  them 
at  the  border,  but  they  are  getting  them  in  huge,  huge  quantities 
just  inland  in  a  city  like  Carlsbad  with  a  big  effort  with  the  sheriff 
and  everyone  else.  In  Albuquerque,  even  though  it  is  more  inland, 
the  same  thing  exists. 

Now,  I  did  ask,  and  so  did  Texas,  that  our  chairman  in  the  ap- 
propriations bills  that  the  President  just  signed  to  make  sure  that 
this  plan  of  moving  those  agents  to  the  border  did  not  get  carried 
out  until  you  had  a  chance  to  look  at  it  carefully.  I  am  not  going 
to  burden  you  with  the  information  from  the  sheriffs  and  the  police 
departments,  but  I  am  going  to  put  in  the  record  what  these  groups 
were  able  to  accomplish,  much  of  it  with  the  muscle  of  the  Border 
Patrol  agents.  If  you  put  people  in  there  who  cannot  make  arrests 
and  the  like,  which  is  part  of  this  idea,  then  it  is  not  going  to  be 
very  helpful  to  us.  So,  I  put  that  in  the  record  and  ask  that  you 
take  a  serious  look  at  it. 

Ms.  Reno.  We  are  looking  at  that  very  carefully,  Mr.  Chairman, 
because  I  get  the  letters  from  the  sheriffs  and  the  police  chiefs,  and 
I  understand  full  well  how  important  it  is,  and  we  are  working 
with  everybody. 

Senator  DOMENICI.  Well,  they  carbon  copy  me  when  they  write 
you.  [Laughter.] 

Senator  HOLLINGS.  If  the  Senator  would  yield 

Senator  DOMENICI.  I  would  be  glad  to. 

Senator  HOLLINGS.  The  Senator  from  New  Mexico,  then  chair- 
man of  our  little  subcommittee  here,  was  the  one  who  really  got 
this  initiative  going  on  the  Border  Patrol.  And  then,  in  the  first 
year,  they  spread  agents  all  around  except  in  New  Mexico.  That  is 
what  happened.  [Laughter.] 

Now,  we  are  trying  to  play  catchup  ball. 

Senator  GREGG.  I  understand  that  they  are  not  putting  any  in 
New  Hampshire  either. 

Senator  Hollings.  Yes.  [Laughter.] 

Senator  DOMENICI.  Well,  look,  I  think  there  was  one  other  thing 
that  the  Attorney  General  understands  very,  very  well.  Not  only 
did  they  not  put  any  in  New  Mexico,  but  they  spread  all  the  credit 
for  getting  the  agents  to  some  other  Senators  instead  of  this  one. 
I  mean,  they  went  off  and  had  some  press  conferences  that  were 
really  neat,  except  the  people  who  got  the  money  were  not  there. 

I  forgive  you.  I've  already  told  you. 

Ms.  RENO.  And  when  you  do  not  forgive  me,  your  wonderful  as- 
sistant always  makes  me  feel  so  welcome  when  I  come  by.  [Laugh- 
ter.] 

METHAMPHETAMINE  STRATEGY 

Senator  Domenici.  Let  me  just  make  a  couple  of  points  on  Mex- 
ico and  the  United  States,  just  a  few  that  really  bother  me,  and  I 
think  you  can  do  something  about  them.  The  methamphetamine 
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usage  is  up  dramatically  among  young  people  in  gangs  in  my  State. 
Now,  we  heard  testimony  in  the  Banking  Committee  that  the  toxic 
mess  that  these  laboratories  that  produce  the  methamphetamines 
leave  behind  is  6  pounds  of  toxic  and  lethal  chemicals  for  every 
pound  of  the  drugs.  Now,  as  we  have  cracked  down  on  these  labora- 
tories in  California  and  New  Mexico  and  elsewhere,  what  is  hap- 
pening is  they  are  springing  up  in  Mexico. 

Now,  an  interesting  fact — I  did  not  know  this,  but  my  staff,  with 
some  help  from  some  of  the  knowledgeable  people,  found  that  some 
of  the  ingredients  that  go  into  these  laboratories  are  illegal  in  the 
United  States.  You  cannot  sell  some  of  the  ingredients.  That  is  how 
the  laboratories  got  closed  in  America.  Now,  it  turns  out  that  the 
same  ingredients  for  making  speed,  et  cetera,  are  legal  in  Mexico. 
It  would  seem  to  me  that  you  ought  to,  as  our  law  enforcement 
leader,  be  pushing  Mexico  to  make  some  of  those  ingredients  illegal 
in  Mexico  so  they  can  close  the  laboratories  there  too.  Are  you 
doing  anything  about  that? 

Ms.  Reno.  Yes;  I  am  going  down  to  Mexico  Monday,  and  this  is 
one  of  the  areas  that  we  are  focusing  on.  As  I  watched  meth- 
amphetamine  begin  to  spread  across  the  country,  I  asked  the  DEA 
and  the  FBI  to  work  together  with  our  Criminal  Division  and  the 
U.S.  attorneys  who  had  had  experience  with  methamphetamine  to 
develop  a  comprehensive  strategy.  That  has  just  been  released,  and 
we  in  the  process  of  developing  it  consulted  with  State  and  local 
law  enforcement  who  had  been  on  the  front  lines  in  areas  such  as 
New  Mexico  and  California.  I  think  they  have  done  a  wonderful  job 
with  the  strategy.  Clearly,  some  of  it  has  to  do  with  the  precursor 
chemicals  coming  into  Mexico.  We  will  be  working  on  that,  and  I 
think  we  will  make  progress. 

But  it  also  has  to  do  with  developing  a  real  partnership  with 
local  law  enforcement  so  that  we  can  assist  that  small  county  sher- 
iff with  the  dismantling  of  a  lab  and  doing  it  in  the  right  way  con- 
sistent with  public  safety  and  environmental  protections.  I  will 
make  sure  that  you  have  a  copy  of  the  strategy,  but  that  is  one  of 
the  issues  that  we  are  going  to  be  addressing. 

Senator  DOMENICI.  I  mean,  this  one  is  getting  to  be  vicious. 

Ms.  Reno.  I  think  you  are  absolutely  right.  This  drug  has  the  ca- 
pacity to  be  more  violence-inciting  and  dangerous  than  crack,  and 
that  is  the  reason  it  is  so  important  for  our  Southwest  border  ini- 
tiative that  we  have  the  capacity  to  respond,  and  I  have  asked  the 
U.S.  attorney  in  each  district — Director  Freeh,  Administrator  Con- 
stantine,  and  I  sent  a  memorandum  to  all  U.S.  attorneys,  to  the 
FBI  SAC  and  the  DEA  SAC  asking  them  to  pull  law  enforcement 
together  in  their  district,  assess  the  presence  of  methamphetamine, 
design  a  strategy  and  work  together,  because  I  think  that  if  we  can 
knock  it  out  before  it  spreads,  we  will  have  much  greater  impact 
than  if  it  becomes  entrenched,  as  crack  did,  across  the  country. 

[The  information  follows:] 

Administration's  Methamphetamine  Strategy 

The  trafficking  and  abuse  of  methamphetamine  is  a  growing  national  problem. 
Until  recently,  methamphetamine  was  largely  associated  with  motorcycle  gangs  who 
supplied  users  in  the  Western  States.  In  the  last  few  years,  available  data  shows 
that  methamphetamine  abuse  has  risen  significantly  in  the  West  and  Southwest 
and  has  begun  to  spread  eastward.  Well-organized  drug  organizations  have  seized 
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control  of  methamphetamine  trafficking,  using  sophisticated  chemical  procurement, 
manufacturing  and  transportation  techniques. 

The  National  Methamphetamine  Strategy,  announced  by  the  President  on  April 
29,  1996,  assesses  the  threat,  identifies  the  issues,  and  draws  a  map  for  future  ac- 
tion to  avert  the  spread  of  this  sinister  drug.  In  so  doing,  it  recognizes  that  tackling 
the  problem  will  require  approaches  in  diverse  disciplines,  including  legislation,  law 
enforcement,  training,  chemical  regulation,  international  cooperation,  environmental 
protection,  education  and  addictions  treatment. 

We  propose  that  the  penalties  for  trafficking  in  methamphetamine  and  its  precur- 
sor chemicals,  from  which  persons  with  little  training  produce  methamphetamine  in 
makeshift  labs,  reflect  the  harms  posed.  Further,  we  propose  to  specially  punish  lab 
operators  who  mishandle  ignitable,  corrosive,  reactive  and  toxic  chemicals  so  as  to 
pose  a  risk  to  public  safety  and  the  environment.  The  Strategy  recommends  manda- 
tory minimum  sentences  for  methamphetamine  trafficking  equivalent  to  those  for 
crack  cocaine;  a  significant  increase  in  penalties  for  trafficking  in  precursor  chemi- 
cals to  reflect  the  conversion  ratio  of  chemicals  to  methamphetamine;  and  the  addi- 
tion of  special  penalties,  in  appropriate  cases,  for  improper  storage,  use  or  other 
handling  of  the  dangerous  chemicals  used  in  the  clandestine  manufacture  of  meth- 
amphetamine. 

Law  enforcement  agencies  will  continue  to  develop  intelligence  on  clandestine  lab- 
oratories and  trafficking  organizations,  and  select  and  pursue  appropriate  targets. 
The  ignitable  and  toxic  properties  of  methamphetamine  labs  pose  special  health 
risks  to  law  enforcement  agents,  and  trials  pose  unique  technical  issues  for  prosecu- 
tors. Therefore,  the  Strategy  recommends  that  each  U.S.  Attorney  lead  a  multi-dis- 
ciplinary effort  to  assess  and  address  the  methamphetamine  problem  in  his  or  her 
judicial  district;  devoting  more  from  existing  investigative  and  prosecutive  re- 
sources, especially  along  the  Southwest  Border  and  in  rural  areas;  training  appro- 
priate officials  in  the  risks  encountered  at  clandestine  laboratories  and  chemical 
dump  sites,  and  in  health,  safety  and  environmental  protection  measures;  and  form- 
ing teams  and  training  investigators  and  prosecutors  in  regions  where  it  is  most 
needed. 

Because  methamphetamine  must  be  synthesized  from  chemicals,  regulatory  con- 
trol of  a  select  group  of  chemicals  can  impede  clandestine  production  of  the  drug. 
However,  the  law  enforcement  need  for  chemical  control  must  be  balanced  against 
the  legitimate  needs  of  the  chemical,  health  care  and  pharmaceutical  industries. 
The  Strategy  recommends,  inter  alia,  imposing  tighter  regulatory  controls  on  drug 
products  containing  the  precursor  chemicals  ephedrine  and  pseudoephedrine  and 
permitting  the  government  to  stop  suspicious  shipments  of  chemical  precursors,  and 
providing  authority  to  seek  injunctions  against  such  shipments. 

International  organizations  are  now  predominant  in  methamphetamine  traffick- 
ing; most  chemicals  used  to  make  methamphetamine  are  imported  to  the  United 
States.  Thus,  we  must  address  the  international  component  of  the  problem.  Among 
other  actions,  the  Strategy  calls  for  consulting  with  and  offering  training  to  foreign 
counterparts,  particularly  in  Mexico,  and  securing  support  to  (a)  curb  methamphet- 
amine trafficking  and  (b)  implement  meaningful  controls  to  prevent  chemical  diver- 
sion. 

An  effective  strategy  must  incorporate  the  demand  side  of  the  equation.  Education 
campaigns,  in  the  media  and  elsewhere,  will  provide  accurate  information  focused 
on  at-risk  persons.  The  treatment  community  will  develop  regimens  specific  to 
methamphetamine  abuse.  The  Strategy  recommends  working  with  ONDCP  and  the 
array  of  Federal,  State  and  local  agencies  and  private  entities  to  develop  a  targeted 
and  effective  prevention  and  education  campaign  to  increase  public  awareness  and 
combat  methamphetamine  use  by  youth  and  other  vulnerable  population  groups. 

We  propose  that  the  penalties  for  trafficking  in  methamphetamine  and  its  precur- 
sor chemicals,  from  which  persons  with  little  training  produce  methamphetamine  in 
makeshift  labs,  reflect  the  harms  posed.  Further,  we  propose  to  specially  punish  lab 
operators  who  mishandle  ignitable,  corrosive,  reactive  and  toxic  chemicals  so  as  to 
pose  a  risk  to  public  safety  and  the  environment.  The  Strategy  therefore  rec- 
ommends mandatory  minimum  sentences  for  methamphetamine  trafficking  equiva- 
lent to  those  for  crack  cocaine;  significantly  increase  in  penalties  for  trafficking  in 
precursor  chemicals  to  reflect  the  conversion  ratio  of  chemicals  to  methamphet- 
amine; and  the  addition  of  special  penalties,  in  appropriate  cases,  for  improper  stor- 
age, use  or  other  handling  of  the  dangerous  chemicals  used  in  the  clandestine  man- 
ufacture of  methamphetamine. 
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1996  DRUG  STRATEGY 

Senator  Domenici.  Just  to  move  over  to  another  issue,  the  Presi- 
dent unveiled  the  1996  drug  strategy  this  week  in  Miami.  A  9.3- 
percent  increase  in  funding  was  requested  for  the  war  on  drugs,  a 
9.3-percent  increase.  That  is  a  total  of  $15.1  billion  for  1997,  $1.3 
billion  over  1996  levels.  Let  me  ask  of  that,  do  you  know  how  much 
is  for  interdiction  and  law  enforcement  and  how  much  is  for  treat- 
ment? 

Ms.  Reno.  I  do  not  have  the  breakdown  for  all  of  the  agencies, 
but  we  will  furnish  that  for  you,  sir. 

Senator  DOMENICI.  Will  you  please?  I  am  very  hopeful  that  we 
are  taking  care  of  the  law  enforcement  side,  where  there  are  some 
real  big  holes,  with  that  proposed  9.3-percent  increase. 

Ms.  Reno.  I  think  what  is  so  important  and  what  we  have  ad- 
dressed consistently  is  effective  law  enforcement  in  terms  of  efforts 
at  the  source  country;  effective  law  enforcement  in  terms  of  cost- 
effective  interdiction  such  as  we  are  doing  on  the  Southwest  border; 
effective  law  enforcement  in  terms  of  efforts  against  the  major  traf- 
fickers, the  organized  gangs,  the  violent  gangs.  And  I  think  in  law 
enforcement,  building  on  our  successes  to  date  with  this  budget,  we 
will  have  additional  successes. 

[The  information  follows:] 

DEA  Budget  Increase  in  1997  Funding  for  Interdiction  and  Law 
Enforcement  Versus  Funding  for  Drug  Treatment 

The  1997  President's  drug  control  budget  of  $15.1  billion  includes  $8.26  billion  for 
domestic  law  enforcement,  $1.44  billion  for  interdiction,  $4.97  billion  for  demand  re- 
duction, and  $0.4  billion  for  international  programs. 

Domestic  law  enforcement  resources  increase  by  9.3  percent  in  fiscal  year  1997, 
from  $7.6  billion  in  fiscal  year  1996  to  $8.3  billion  in  fiscal  year  1997.  Drug  interdic- 
tion resources  increase  by  7.3  percent  in  fiscal  year  1997,  from  the  fiscal  year  1996 
estimated  enacted  level  of  $1.3  billion  to  $1.4  billion  in  fiscal  year  1997.  Demand 
reduction  resources,  including  both  drug  treatment  and  drug  prevention  programs, 
increase  by  8.7  percent,  from  $4.6  billion  in  fiscal  year  1996  to  $5  billion  in  fiscal 
year  1997. 

EXTRADITIONS 

Senator  Domenici.  One  last  series  of  questions  with  reference  to 
Mexico.  My  understanding  is  that  Mexico  is  becoming  a  safe  haven 
for  drug  smugglers.  Some  reports  indicate  that  since  1984,  Mexico 
has  refused  to  honor  284  requests  by  our  Government  to  extradite 
nationals,  including  drug  traffickers.  Now,  Mexico  continues  to  say 
that  they  are  cooperating  with  us.  They  have  provided  us  informa- 
tion that  as  of  1989,  41  offenders  were  arrested  and  prosecuted  by 
the  Mexican  authorities;  12  were  handed  over  to  us.  During  that 
same  period,  Mexicans  point  out  that  they  have  made  400  requests 
for  extradition,  and  the  United  States  has  complied  with  only  14. 
It  seems  to  me  unless  we  can  bring  these  criminals  to  justice,  we 
are  standing  in  place  at  best  and  maybe  going  backward  at  worst. 

So,  could  you  describe  this  cooperative  situation,  the  initiatives 
that  you  think  exist  between  the  attorney  general  of  Mexico  regard- 
ing prosecuting  drug  traffickers? 

Ms.  Reno.  We  have  had  an  excellent  working  relationship  with 
the  attorney  general  of  Mexico  and  with  the  foreign  minister  of 
Mexico,  who  also  has  authority  with  respect  to  extraditions.  It  had 
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been  frustrating  before  this  new  government  came  into  office  to  see 
cases  of  serious  crimes  committed  in  this  country  involving  Mexi- 
can nationals  in  which  extradition  was  not  had.  We  early  on,  as  a 
matter  of  fact — the  day  of  the  inauguration,  I  had  a  chance  to  meet 
with  the  attorney  general  and  stress  to  him  how  critical  this  was. 
They  have  addressed  it. 

First  of  all — and  you  speak  of  safe  havens — I  will  always  remem- 
ber the  Sunday,  because  I  was  on  the  phone  with  the  attorney  gen- 
eral and  the  foreign  minister  as  they  took  steps  to  exclude  from 
Mexico  Garcia  Obrego,  who  was  a  major  trafficker.  And  I  under- 
stand the  difficulties  they  went  through  to  get  him  to  a  plane  and 
to  this  country,  where  we  are  now  involved  in  prosecuting  him. 
And  that,  I  think,  was  just  a  major  effort,  and  indication  of  the  co- 
operation from  the  Government  of  Mexico. 

More  recently,  we  have  had  the  extradition  of  a  fellow  by  the 
name  of  Gamez,  who  was  a  Mexican  national,  again,  an  indication 
that  the  Government  of  Mexico  joins  with  us  in  saying  there  should 
be  no  safe  haven.  I  have  always  felt  that  crimes  should  be  pros- 
ecuted in  the  jurisdiction  where  they  took  place.  The  witnesses  are 
there;  I  think  justice  is  better  done.  And  I  think  it  is  going  to  be 
important  for  us  throughout  this  hemisphere  to  develop  the  spirit 
of  cooperation  and  trust  evidenced,  for  example,  by  Bolivia  in  en- 
tering into  an  extradition  treaty  with  us  that  permits  the  extra- 
dition of  nationals.  And  I  think  Mexico's  step  forward  here  is  again 
an  example  of  what  can  happen  as  we  trust  and  build  on  that 
trust. 

Senator  DOMENICI.  Well,  I  think  our  fellow  Senators  should  know 
that  whatever  we  thought  the  source  of  cocaine  was  in  the  past,  the 
principal  source  of  cocaine  coming  to  America  now  is  Mexico.  That 
is  where  the  cocaine  is  coming  from;  that  is  where  the  speed  is 
coming  from.  I  might  say,  Attorney  General  Reno,  I  never  ques- 
tioned your  sincerity,  and  when  you  tell  us  something,  I  believe  it, 
and  I  listened  very  attentively  to  what  you  just  said.  But  frankly, 
the  fact  that  they  get  with  it  on  extraditing  one  known  criminal 
does  not  mean  we  are  making  real  headway.  I  urge  that  you  push 
hard  for  Mexico  to  take  care  of  its  problems  in  a  much  stronger 
way. 

They  really  expect  a  lot  from  this  country.  We  just  got  through 
certifying  them  under  our  foreign  aid  laws  as  being  fully  coopera- 
tive. They  did  not  ask  you  about  that;  you  would  not  have  signed 
that  fully  cooperative  statement  they  asked  the  State  Department 
about.  The  State  Department  renders  full  cooperation  based  on 
international  relations,  not  upon  what  is  going  on  in  this  area. 
Now,  you  can  say  you  are  wrong,  Senator,  but  I  am  telling  you 
what  I  feel,  and  I  think  you  really  have  to  push  them  and  us  too. 
For  instance,  what  is  our  policy  going  to  be  on  Mexico  asking  that 
we  extradite,  and  we  asking  that  they  extradite?  Do  we  comply?  If 
we  do  not  comply,  how  can  we  expect  them  to? 

Ms.  Reno.  I  think  it  is  important,  and  we  will  provide  you  the 
figures  and  the  numbers  that  have  been  extradited,  that  we  try  to 
comply  with  all  requests,  and  I  think  it  is  being  done  on  a  regular 
basis,  but  we  will  make  sure  that  you  have  that  information. 

With  respect  to  Mexico,  I  think  you  look  at  the  history,  and  you 
look  at  what  Attorney  General  Antonio  Luzano  is  doing  and  the  dif- 
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ficulties  that  he  is  addressing.  I  just  have  a  great  respect  for  the 
efforts  that  he  and  the  other  members  of  the  Zedillo  government 
are  undertaking,  and  they  could  not  have  been  more  cooperative 
with  us  in  terms  of  efforts.  Both  those  gentlemen  have  worked  with 
us.  We  will  continue  to  press,  because  these  are  the  very  points 
that  we  made  when  we  first  went  down  upon  the  occasion  of  the 
inauguration.  We  have  had  regular  meetings  since;  we  will  con- 
tinue to  press,  because  it  is  important  that  we  work  together  if  we 
are  going  to  address  the  problem  of  drugs  in  this  hemisphere. 
[The  information  follows:] 

Extradition  Strategy  Relating  to  Mexico 
cooperative  initiatives  regarding  prosecution  of  drug  traffickers 

Since  the  beginning  of  the  Zedillo  Administration  in  Mexico,  the  U.S.  Department 
of  Justice  and  the  Mexican  Attorney  General's  Office  have  heightened  our  bilateral 
coordinated  efforts  to  curb  transborder  narcotics  trafficking  and  to  bring  the  leaders 
and  members  of  the  major  drug  organizations  to  justice.  For  instance,  expedited  and 
enhanced  mechanisms  for  the  electronic  and  personal  communication  of  time-sen- 
sitive information  on  such  matters  as  the  movements  of  drug  shipments  and  the 
whereabouts  of  defendants  and  fugitives  have  been  established.  Similarly,  joint  task 
forces  of  prosecutors  and  agents  along  the  border  have  been  created  as  a  means  of 
coordinating  investigative  efforts  so  that  both  countries  can  build  strong  and  pros- 
ecutable cases  against  the  primary  cartels  operating  on  each  side  of  the  border. 

Although  not  readily  apparent  from  the  statistics  on  past  achievements  in  this 
area,  the  extradition  relationship  between  Mexico  and  the  United  States  has  im- 
proved notably  over  the  past  two  years.  The  14  successful  extraditions  from  the 
United  States  to  Mexico  referenced  in  the  preamble  to  your  questions  actually  refers 
to  the  number  of  surrenders  just  in  1995,  a  number  topped  only  by  the  number  of 
successful  extraditions  to  Canada  in  the  same  period  of  time.  In  1996,  Mexico  has 
already  surrendered  more  fugitives  to  the  United  States  than  in  all  of  1995.  Most 
of  the  offenders  who  have  been  extradited  each  way  across  the  border  have  been 
violent  criminals,  as  opposed  to  narcotics  traffickers,  but  the  marked  improvements 
in  implementing  the  extradition  treaty  are  legitimate  signs  for  optimism  with  re- 
gard to  drug  fugitives  as  well.  For  instance,  William  Brian  Martin,  a  notorious  nar- 
cotics trafficker  who  had  hoped  to  shield  himself  from  extradition  to  the  District  of 
Arizona  by  interposing  dubious  and  opportunistic  claims  to  Mexican  citizenship  has 
recently  been  found  extraditable  by  the  Government  of  Mexico  and  will  be  suscep- 
tible to  transfer  to  this  country  as  soon  as  his  appeals  in  Mexico  are  exhausted. 

Under  Mexican  law,  Mexican  nationals  may  not  be  extradited  to  other  countries 
for  prosecution  except  in  "exceptional  cases".  However,  they  may  be  tried  in  Mexico 
for  crimes  committed  abroad  under  Article  4  of  the  Mexican  Penal  Code.  Particu- 
larly in  our  border  states,  scores  of  cases  are  presented  to  and  prosecuted  by  Mexi- 
can authorities  pursuant  to  this  procedure  each  year.  Generally,  drug  cases  have 
been  difficult  or  impossible  to  pursue  under  Article  4  because  of  restrictions  in  Mex- 
ico on  the  admissibility  of  much  of  the  available  and  important  evidence  generated 
by  U.S.  investigations,  such  as  court-authorized  electronic  surveillance  and  inform- 
ant and  codefendant  statements  or  testimony.  With  the  anticipated  legal  accept- 
ability of  such  evidence  in  Mexico  in  the  immediate  future,  the  frequent  and  suc- 
cessful invocation  of  the  Article  4  process  and  the  similarly  facilitated  use  of  the  ex- 
tradition treaty  to  bring  narcotics  traffickers  to  justice  can  be  expected. 

COOPERATION  FROM  THE  MEXICAN  GOVERNMENT 

The  Department  of  Justice  shares  the  view  that  efforts  to  bring  criminals  to  jus- 
tice is  an  integral  and  essential  part  of  any  law  enforcement  strategy.  To  this  end, 
our  initiatives  with  Mexico  to  improve  cooperative  action  against  narcotics  traffick- 
ing and  other  serious  crime  have  consistently  given  high  priority  to  the  apprehen- 
sion and  prosecution  of  fugitives. 

Since  the  beginning  of  the  Zedillo  Administration,  a  Plenary  Group  of  Senior  U.S. 
and  Mexican  Law  Enforcement  Officials  has  been  meeting  on  a  regular  basis  to  en- 
sure that  supervised  steps  are  being  taken  and  cognizable  progress  is  being  made 
on  a  number  of  law  enforcement  issues,  with  particular  emphasis  on  counternar- 
cotics  and  fugitive  issues.  A  primary  mission  of  the  Plenary  Group  is  to  find  ways 
to  facilitate  and  ensure  that  major  narcotics  traffickers  are  apprehended  and  then 
are  prosecuted  in  the  jurisdiction  where  the  case  and  the  evidence  are  the  strongest 
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and  where  the  pertinent  information  and  witnesses  against  them  can  be  used  and 
heard. 

As  at  least  an  indirect  result  of  the  relationships  and  common  understandings  de- 
veloped through  the  Plenary  Group  and  its  immediate  predecessor  group,  Juan  Gar- 
cia Abrego  and  Juan  Chapa  Garza,  both  major  drug  lords  in  the  Mexico-U.S.  cartels, 
have  been  expelled  to  the  United  States  to  stand  trial.  As  noted  earlier,  William 
Brian  Martin,  another  major  trafficker,  has  been  found  extraditable  to  the  United 
States.  Each  of  these  cases  marks  a  significant  advance  in  fulfillment  of  the  revital- 
ized binational  commitment  to  bring  drug  fugitives  to  justice  in  the  country  where 
the  cases  and  evidence  against  them  are  the  most  persuasive  and  compelling. 

Recently,  even  more  attention  is  being  devoted  to  bilateral  counternarcotics  initia- 
tive, as  evidenced  by  the  establishment  of  the  High  Level  Contact  Group,  headed 
for  the  U.S.  by  ONDCP  Director  McCaffrey.  The  mission  of  the  Group  is  to  develop 
and  monitor  progress  on  a  binational  anti-narcotics  strategy.  Among  the  issues  to 
be  addressed  specifically  in  the  drafting  and  implementation  of  the  strategy  will  be 
strengthening  and  streamlining  of  mechanisms  and  procedures  on  both  sides  of  the 
border  for  bringing  drug  fugitives  to  justice. 

EXTRADITION  OF  U.S.  CITIZENS  TO  FOREIGN  COUNTRIES 

It  is  the  policy  of  the  United  States  to  extradite  U.S.  citizens  to  foreign  countries 
with  which  we  have  extradition  treaties,  not  only  for  drug  trafficking  offenses  but 
for  all  extraditable  crimes.  This  policy  is  based  on  the  firm  belief  that  accused  crimi- 
nals should  not  escape  punishment  simply  because  of  their  citizenship,  and  that 
such  persons  should  face  justice  in  the  country  where  they  commit  their  crimes, 
which  most  often  is  the  country  in  the  best,  or  only,  position  to  prosecute.  Moreover, 
we  do  not  want  the  United  States  to  become  a  haven  for  criminals,  even  if  they  are 
our  own  citizens.  In  fact,  the  U.S.  government  has  the  authority,  which  it  routinely 
exercises,  under  Title  18,  Section  3196  of  the  United  States  Code  to  extradite  U.S. 
citizens  to  foreign  countries,  even  if  the  applicable  extradition  treaty  does  not  ex- 
pressly obligate  the  United  States  to  do  so. 

In  particular  regard  to  Mexico,  it  is  true  that  the  United  States  has  not  extradited 
to  Mexico  many  of  its  citizens  accused  of  drug  offenses.  This  fact,  however,  is  not 
a  result  of  a  lack  of  willingness  on  the  part  of  the  United  States  to  extradite  its 
citizens  to  Mexico.  Rather,  of  the  many  extradition  requests  made  by  Mexico  to  the 
United  States,  an  extremely  small  percentage  involve  U.S.  citizens  wanted  for  drug 
offenses.  Of  the  few  requests  which  do  fall  into  this  category,  most  involve  U.S.  citi- 
zens charged  with  minor  drug  offenses,  such  as  marijuana  possession,  and  the  Mexi- 
can requests  often  contain  insufficient  information  to  allow  U.S.  law  enforcement 
authorities  to  identify  or  locate  the  fugitives.  Nevertheless,  the  United  States  has 
been,  and  remains,  willing  to  extradite  its  citizens  to  Mexico  to  stand  trial  for  drug 
offenses. 

UNITED  STATES  EXTRADITIONS  TO  MEXICO 

Senator  HOLLINGS.  Would  the  Senator  yield? 

Senator  Domenici.  I  would  be  pleased  to  yield. 

Senator  Hollings.  Is  it  really  that  we  have  refused  extradition 
to  that  extent,  400  and  some  cases  or  whatever  that  is  of  refusal 
of  Mexican  requests? 

Ms.  Reno.  I  am  not  sure  of  the  figures;  I  have  not  heard  those 
figures,  and  that  is  why  I  suggested  that  we  provide  them  Senator. 

Senator  HOLLINGS.  Be  careful  going  down  there.  They  just 
bumped  off  the  deputy  attorney  general.  I  do  not  question  the  sin- 
cerity of  the  present  one,  but  the  deputy  who  had  all  of  the  dope 
on  Colosio's  murder  and  everything,  they  get  rid  of  you.  That  is  a 
drug  country,  and  the  pressure  there  is  just  not  at  the  level  of  at- 
torney generals  understanding  and  being  frustrated  over  a  prob- 
lem; it  is  a  question  of  us  really  bringing  some  action  at  the  top 
level  in  order  to  try  to  help  them  clean  that  thing  up.  But  we  can 
show  you  the  articles  and  everything  else  written,  and  it  is  gen- 
erally known  that  it  is  still  in  the  hands  of  the  drug  cartel,  the  gov- 
ernment itself.  There  is  not  any  question  in  this  gentleman's 
mind — and  I  am  just  sort  of  a  student  of  it;  I  wrote  an  article  about 


39 

it  with  respect  to  NAFTA.  We  had  information  on  Chiapas.  We 
wrote  that  1  year  before  it  happened  and  everything  else  of  that 
kind.  Nobody  listened. 

These  things  are  in  the  public  domain,  and  I  am  not  going  down 
to  Mexico  these  days. 

Senator  DOMENICI.  I  will  go  with  you,  Fritz,  and  I  will  introduce 
you  in  Spanish  and  speak  for  you,  and  I  will  tell  them  that  you 
speak  Spanish  eloquently. 

We  have  a  standing  joke.  He  came  to  campaign  against  me  when 
I  first  ran.  He  never  has  been  back,  because  they  took  him  before 
large  Hispanic  groups,  and  I  spoke  Spanish,  and  they  asked  me 
what  language  he  was  speaking?  [Laughter.] 

Senator  HOLLINGS.  Thanks  for  leaving  me  out  of  it. 

Senator  Domenici.  I  still  have  a  couple  more  questions. 

COOPERATION 

One  observation.  Frankly,  I  believe  you  are  close  to  your  FBI, 
and  you  are  close  to  the  DEA.  I  think  when  you  talk  about  coopera- 
tion, I  think  it  is  really  important  that  your  people  find  out  from 
law  enforcement  people  who  are  there  in  the  field  trying  to  get 
these  problems  solved  as  to  what  Mexico  does  not  do  to  help  them. 
You  will  find  that  they  do  not  think  very  highly  of  what  Mexico  is 
doing.  Now,  maybe  it  is  because  they  want  our  law  enforcement  in- 
frastructure to  exist  over  there,  and  it  does  not.  Our  agencies  did 
not  have  much  good  to  say  about  Mexico's  activities  before  our 
Banking  Committee,  either  the  FBI  or  the  DEA.  So,  they  may  be 
cooperating  at  your  level,  but  the  point  Fritz  is  making  is  what  is 
going  on  out  there  in  the  jails  and  in  the  courts  and  in  changing 
some  laws  to  bring  some  of  these  people  to  justice? 

Ms.  Reno.  That  is  exactly  what  we  are  talking  about,  because  as 
I  mentioned  earlier,  the  Zedillo  government  came  into  a  structure 
of  the  people  that  you  talk  about  at  lower  levels  who  had  been  inef- 
fective or  perhaps  corrupt,  and  it  is  that  frustration  that  I  felt  up 
until  the  time  the  government  came  in.  That  is  the  frustration  that 
the  DEA  agent,  the  FBI  agent,  local  law  enforcement  felt  working 
along  the  border.  That  is  the  frustration  that  we  have  all  felt.  But 
what  has  been  so  encouraging  is  the  response  from  those  people 
who  are  coming  in  and  trying  to  change  that,  and  I  think  that  is 
where  the  cooperation  has  just  been  excellent,  and  we  are  working 
with  them  to  support  them  in  every  way  appropriate. 

TECHNOLOGY  IN  LAW  ENFORCEMENT 

Senator  Domenici.  My  last  questions  have  to  do  with  technology. 
With  this  huge  budget  increase  that  we  have  had  and  a  lot  of  per- 
sonnel, I  am  concerned  as  to  whether  sufficient  resources  are  being 
put  into  technology  and  new  technology  by  the  Department.  I 
would  like  very  much  for  you  to  provide  to  the  subcommittee  if  you 
can  a  breakdown  on  the  funding  that  has  been  utilized  by  the  De- 
partment to  develop  or  procure  improved  technology  to  support  to 
work  of  law  enforcement  personnel. 

I  might  say  to  my  fellow  Senators  I  ask  these  questions  in  part 
because  I  am  familiar  with  some  of  the  technology  that  is  available 
and  the  multipurpose  uses  that  it  can  have.  For  example,  scientists 
in  California  at  the  Lawrence  Livermore  Laboratory  are  working 
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with  the  Mining  Institute  of  New  Mexico  on  a  proposal  to  develop 
a  smart  multisensor  acquisition  and  remote  transmitting  system 
called  SMARTS.  Such  a  system  could  be  used  along  the  border  to 
fight  illegal  immigration,  drug  running  and  the  like,  and  there  is 
much  going  on  at  the  laboratory  level.  I  really  believe  it  is  impera- 
tive. We  have  gone  through  this  before,  and  you  have  actually 
pledged  to  work  in  this  area.  I  hope  you  can  supply  us  with  the 
extent  of  your  Department's  activities  in  this  regard. 

Ms.  Reno.  I  will  be  happy  to  do  so  and  give  you  the  specifics  on 
it.  But  as  you  and  I  had  discussed  before,  and  as  I  mentioned  to 
the  chairman  just  a  moment  ago,  I  am  very  concerned  about  law 
enforcement  having  the  capability  to  use  modern  technology  to  de- 
tect and  apprehend  the  bad  guys,  consistent  with  constitutional 
principles,  and  at  the  same  time  to  understand  how  the  bad  guys 
are  using  technology,  whether  it  be  in  terms  of  attacks  on  our  in- 
formation infrastructure  or  the  like.  I  have  told  Director  Freeh  that 
that  is  one  of  the  highest  priorities,  and  I  have  been  working  with 
him  to  ensure  that  the  FBI  has  the  expertise  to  move  into  the  next 
century.  But  I  wanted  to  make  sure  that  we  utilized  the  resources 
of  the  Department.  The  National  Institute  of  Justice  [NIJ],  has  had 
a  working  relationship  with  DOD.  We  have  formalized  that;  we 
have  developed  centers  whereby  we  work  with  the  Department  of 
Defense  in  identifying  defense  technology  that  can  be  appropriately 
utilized  in  law  enforcement,  and  it  is  exciting  to  see  some  of  the 
issues  that  they  are  developing.  We  are  also  working  with  State 
and  local  law  enforcement  to  identify  what  might  be  useful  for 
them  and  act  as  a  broker,  if  you  will,  to  ensure  the  exchange  of  in- 
formation. This  is  one  of  the  major  concerns  that  I  have,  and  we 
will  make  sure  that  we  get  that  information  to  you. 

[The  information  follows:! 

Overview  of  National  Institute  of  Justice  Science  and  Technology 
Activities 

The  National  Institute  of  Justice  (NIJ)  operates  a  wide  range  of  programs  to  iden- 
tify, develop  and  improve  technologies  to  support  the  work  of  the  law  enforcement 
community. 

NIJ  provides  the  following  crucial  services  in  the  development  and  identification 
of  new  technologies:  (1)  provides  technical  information  to  help  law  enforcement 
agencies  make  intelligent  procurement  decisions;  (2)  establishes  standards  and  tests 
selected,  high-priority  law  enforcement  products;  (3)  provides  technical  assistance 
otherwise  not  available  to  state  or  local  law  enforcement  agencies;  and  (4)  funds  the 
development  of  new  technologies  to  support  law  enforcement. 

Because  the  vast  majority  of  state  and  local  agencies  are  small  (90  percent  of  po- 
lice departments  in  the  United  States  have  24  or  fewer  sworn  officers),  they  cannot 
afford  engineers  or  scientists  to  provide  solid  technological  advice.  As  a  consequence, 
NIJ — principally  through  the  National  Law  Enforcement  and  Corrections  Tech- 
nology Center  (NLECTC) — provides  immediate  technical  support  to  law  enforcement 
agencies.  Among  these  efforts  are  a  wide  variety  of  technical  publications  written 
for  police  officers  with  little  technical  training,  as  well  as  immediate  responses  to 
a  wide  variety  of  technical  questions.  For  example,  when  NIJ  began  receiving  a 
number  of  questions  about  the  worth  of  the  "Quadro  Tracker,"  a  product  which  the 
manufacturer  claimed  could  reliably  find  contraband  drugs  and  explosives,  they  ar- 
ranged to  obtain  a  unit.  After  NIJ  scientists  determined  the  device  was  probably  not 
what  the  manufacturer  claimed,  a  unit  was  sent  to  Sandia  National  Laboratories 
for  extensive  scientific  testing.  Once  Sandia  established  unequivocally  that  the  de- 
vice was  a  fraud,  NIJ  provided  the  information  to  the  FBI  and  the  U.S.  Attorney 
in  South  Carolina.  The  Quadro  Tracker  Corporation  is  now  out  of  business,  but  not 
before  the  company  had  sold  more  than  1,000  units  at  about  $1,000  per  unit.  NIJ 
and  the  NLECTC  field  thousands  of  calls,  letters,  and  electronic  inquires  from  police 
departments  every  year. 
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NIJ  develops  and  publishes  standards  for  a  wide  variety  of  law  enforcement 
equipment,  and  these  standards  provide  the  basis  for  many  procurement  decisions 
made  by  law  enforcement  agencies  at  every  level.  Soft  body  armor,  for  example,  is 
nearly  always  included  as  a  requirement  in  procurement  by  Federal,  state  and  local 
agencies,  and  most  agencies  prepared  procurement  actions  based  on  model  procure- 
ment packages  published  by  NIJ.  NLECTC  tests  selected  products  every  year  for 
two  different  purposes — to  ensure  that  a  product  meets  an  NIJ  standard  or  to  pro- 
vide objective  data  for  use  by  law  enforcement  agencies  in  making  procurement  deci- 
sions. Soft  body  armor,  for  example,  is  tested  against  an  NIJ  standard  and  a  list 
of  products  meeting  the  standards  is  published  to  the  field.  Additionally,  agencies 
regularly  check  with  the  NLECTC  to  determine  whether  a  vest  that  claims  to  meet 
the  NIJ  standard  has  actually  been  tested  and  passed,  or  simply  claims  to  have 
been  tested  by  NIJ. 

When  false  claims  are  discovered,  NIJ  alerts  the  field  and  takes  action  to  encour- 
age the  manufacturer  to  retract  its  claims.  NLECTC  also  tests  new  police  cars  every 
year  so  that  purchasing  agencies  have  objective,  comparable  data  to  use  in  making 
purchasing  decisions,  produces — with  the  National  Institute  of  Standards  and  Tech- 
nology— Standard  Reference  Materials  Kits  for  DNA  testing,  publishes  guidelines 
for  rape  and  other  investigations,  and  many  others. 

The  NLECTC's  also  provide  technical  assistance  to  state  and  local  agencies  (and 
often  to  Federal  agencies  and  prosecutors  as  well)  when  no  other  way  exists  to  meet 
the  need.  Since  the  NLECTC's  are  regionally  based  at  sites  selected  to  allow 
leveraging  of  major  technology  capabilities  beyond  what  any  crime  laboratory  can 
afford,  the  NLECTC's  also  provide  capabilities  that  are  otherwise  not  available.  For 
example,  the  New  Castle,  Delaware,  police  were  unable  to  develop  any  useful  leads 
in  their  efforts  to  capture  a  serial  rapist  that  had  been  terrorizing  women  for  the 
past  seven  years.  Last  year,  the  rapist  attacked  a  woman  at  night  in  front  of  an 
automatic  teller  machine  (ATM),  but  the  ATM  photos  were  so  dark  no  images  could 
be  developed.  After  trying  the  FBI  laboratory,  New  Castle  called  on  the  Western  Re- 
gion NLECTC.  Co-located  with  an  Air  Force  Fully  Funded  Research  and  Develop- 
ment Center  which  does  much  of  the  nation's  satellite  imagery  work,  this  center  has 
access  to  imagery  capabilities  unmatched  anywhere  else  in  the  world.  By  combining 
56  ATM  photos,  the  center  was  able  to  locate  a  car  parked  in  the  background  behind 
two  large  pillars,  and  was  able  to  determine  the  year,  make  and  model  of  what 
turned  out  to  be  the  rapist's  car.  Similar  technologies  have  been  used  by  the  center 
to  solve  a  police  homicide  and  the  abduction  and  molestation  of  an  eight-year  old 
girl.  Each  of  these  cases  is  used  to  develop  a  technology  or  technique  previously  un- 
available in  crime  laboratories  and  to  produce  guidebooks  for  use  by  crime  labora- 
tories in  applying  the  new  proven  methods. 

NIJ  technology  development  priorities  are  based  on  needs  developed  by  represent- 
ative of  state  and  local  law  enforcement  and  corrections  agencies,  as  well  as  rep- 
resentatives from  Federal  and  military  law  enforcement  agencies,  who  meet  six 
times  each  year  to  review  technology  efforts  currently  underway  in  NIJ,  the  Na- 
tional Laboratory  System,  and  in  Defense  agencies.  These  needs  are  published  and 
distributed  to  industry,  laboratories  and  researchers  to  be  used  in  developing  pro- 
posals under  NIJ's  annual  and  special  competitive  solicitations.  Every  proposal  re- 
ceived by  NIJ  is  reviewed  by  a  peer  panel  made  up  of  scientists,  engineers  and  law 
enforcement  practitioners  to  ensure  that:  the  project  is  scientifically  sound  and  tech- 
nically feasible;  it  applies  to  bona  fide  law  enforcement  need;  it  represents  a  tech- 
nology that  is  not  currently  in  use  or  already  under  development  somewhere  in  the 
United  States;  the  cost  of  the  project  is  reasonable;  and  that  the  project  is  likely 
to  produce  an  affordable,  effective  product. 

Once  a  project  results  in  a  prototype,  NIJ  takes  the  device  through  a  series  of 
safety  and  effectiveness  tests,  reviews  the  tort  and  constitutional  implications  of  the 
technology  and  then  works  with  the  developer  to  turn  it  into  an  affordable  product 
available  for  purchase  by  law  enforcement.  At  the  same  time,  the  Department  of 
Justice  has  recently  established  the  Technology  Policy  Council  to  help  avoid  duplica- 
tion and  overlap  by  sharing  technology  development  information  among  its  member 
agencies,  which  include  all  the  law  enforcement  agencies  in  the  Justice  and  Treas- 
ury Departments  and  the  joint  Justice/Defense  office  in  the  Defense  Advanced 
Projects  Agency  (DARPA). 

The  five  Technology  Centers  were  established  to  help  bring  technology  informa- 
tion directly  to  law  enforcement  agencies,  principally  at  the  state  and  local  levels 
and  to  provide  a  source  of  objective  technology  information.  These  centers  are  in- 
tended to:  provide  critical  product  and  technology  information  for  law  enforcement; 
help  law  enforcement  understand  what  technologies  are  available,  how  they  can  be 
used,  and  what  advantages  they  offer;  provide  product  evaluations  of  products,  such 
as  police  car  packages,  tires,  and  pepper  spray;  help  law  enforcement  agencies  locate 
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essential  equipment  or  technological  capabilities  that  may  be  too  expensive  or  too 
permanently  acquire,  but  which  may  be  needed  on  an  occasional  basis;  conduct  dem- 
onstrations of  law  enforcement  equipment;  and  provide  regular,  reliable  information 
to  the  field. 
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REVIEW  OF  NEW  TECHNOLOGY 


Senator  DOMENICI.  Just  hypothetically,  let  me  say  this  research 
and  this  SMARTS  proposal  that  I  have  just  talked  about,  let  us  as- 
sume that  Lawrence  Livermore,  in  partnership  with  a  university, 
has  a  proposal  of  this  type.  What  would  the  Department's  approach 
be?  If  they  got  hold  of  the  Department  and  said  this  is  something 
really  exciting,  do  you  have  some  way  to  clear  these  requests  to 
find  if  they  will  work? 

Ms.  RENO.  This  is  exactly  what  we  are  doing  through  the  na- 
tional center  for — I  cannot  remember  the  whole  name.  One  of  the 
things  that  you  learn  in  Washington  is  that  there  are  more  names 
for  more  different  things.  At  any  rate,  David  Boyd  is  the  person 
heading  it  up.  And  one  of  the  roles  he  serves  is  to  look  at  new  tech- 
nology, have  it  evaluated  to  see  if  it  is  for  real,  or  if  it  is  somebody 
just  spoofing. 

Senator  DOMENICI.  Thank  you  very  much. 

I  will  submit  some  questions  in  writing  for  her  to  answer.  I  ap- 
preciate it  very  much,  Mr.  Chairman. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Gregg.  We  will  submit  questions  on  behalf  of  myself, 
possibly;  and  Senator  Hollings,  possibly;  Senator  Inouye;  Senator 
McConnell;  Senator  Bumpers,  and  we  thank  you,  Madam  Attorney 
General,  for  taking  the  time  to  be  here  this  morning.  I  appreciate 
your  candor. 

Ms.  Reno.  Let  me  also  stress  to  you — I  think  the  Senator  knows 
it — it  does  not  have  to  be  just  at  an  appropriations  hearing.  I  have 
asked  Mr.  Taylor  and  Mr.  Gudes  to  let  me  know  if  there  are  con- 
cerns that  are  not  getting  resolved.  I  am  always  delighted  to  come 
over  and  meet  with  you  on  any  occasion. 

Senator  GREGG.  Well,  that  is  a  two-way  street.  If  you  should  ever 
need  to  get  at  us  quickly,  just  call  us  up. 

Ms.  Reno.  Thank  you  very  much. 

Senator  GREGG.  Thank  you. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 

Questions  Submitted  by  Senator  Judd  Gregg 


Question.  Of  the  funding  increases  proposed  for  the  Department,  how  much  is  for 
enhanced  investigations,  enforcement,  prosecution,  and  incarceration  and  how  much 
is  for  prevention  and  treatment? 

Answer.  Listed  below  is  a  breakdown  of  the  Departments  program  increases  for 
fiscal  year  1997  for  the  categories  requested: 

Amount  P*™t°f 

increase 

Investigations/Enforcement  $674,391  45 

Prosecution/Judicial  Process 104,112  7 

Incarceration/Detention 420,401  28 

Prevention  22,781  2 

Treatment 10,374  1 


45 


Percent  ot 
.increase 


Other 


267,193 


Total  Program  Increases  1,499,252 


Question.  Please  provide  the  Subcommittee  with  a  summary  of  the  Department's 
current  on-board  strength  by  appropriations  account.  Compare  that  to  authorized 
FTE  ceilings  and  projected  end-of-year  on-board  strength. 

Answer.  The  table  at  Attachment  #1  displays  a  summary  of  the  Department's  cur- 
rent-on-board  strength  by  appropriations  account,  compares  that  to  authorized  FTE 
ceilings  for  fiscal  year  1996,  and  projected  end-of-year  on-board  strength. 

ATTACHMENT  1.— DEPARTMENT  OF  JUSTICE  1996  APPROPRIATION  ENACTED 


Appropriate 


Current  on- 
board (May 

Authorized 

Projected 

end-of-year 

(fiscal  year 

1996) 

strength 

11,  1996) 

ceiling  FTE 

strength 

717 

713 

706 

815 

876 

989 

800 

862 

975 

15 

14 

14 

385 

370 

382 

(222) 

(222) 

(222) 

672 

715 

675 

53 

62 

53 

3,880 

3,918 

3,837 

157 

159 

158 

9,759 

9,817 

9,860 

3,805 

3,861 

3,963 

88 

41 

123 

701 

725 

700 

(3,735) 

(3,735) 

(3,735) 

24,405 

24,198 

24,570 

6,504 

6,559 

6,651 

14,514 

14,782 

17,152 

26,717 

27,051 

27,317 

262 

299 

270 

1,584 

1,841 

1,610 

347 

414 

380 

28,910 

29,605 

29,577 

435 

650 

656 

107 

130 

130 

542 

780 

786 

Discretionary 

Functional  code  750: 

General  administration  

Administrative  review  and  appeals  

Executive  Office  for  Immigration  Rev 

Pardon  attorney 

Office  of  the  Inspector  General  

National  Drug  Intelligence  Center  

Working  capital  fund  

U.S.  Parole  Commission 

General  legal  activities 

Antitrust  Division  

U.S.  attorneys 

U.S.  marshals 

Community  Relations  Service  

U.S.  trustees 

Interagency  crime  and  drug  enforcement  

Federal  Bureau  of  Investigation  

Drug  Enforcement  Administration 

Immigration  and  Naturalization  Service 

Federal  Prison  System: 

Salaries  and  expenses  

Buildings  and  facilities  

Federal  prison  industries  

Commissary  fund  

Total,  Federal  Prison  System 

Office  of  Justice  Programs: 

Justice  assistance:  Management  and  administration 

State  and  local  law  enforcement  

Community  policing  

Other  crime  control  programs:  State  and  local  law  enforce- 
ment   

Total,  Office  of  Justice  Programs  

PSOB 
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ATTACHMENT  1.— DEPARTMENT  OF  JUSTICE  1996  APPROPRIATION  ENACTED— Continued 


8 

9 

6 

95,915 

97,190 

100,188 

95,915 

97,190 

100,188 

Current  on-  o^,ei 

«™& Sh_ 

Subtotal,  domestic  discretionary 95,907  97,181         100,182 

Functional  code  150:  Foreign  Claims  Settlement  Commission 

Subtotal,  discretionary  authorization  

Other  agencies  VCC  

Total,  discretionary  auth  

Subtotal,  mandatory  authority 

Premerger  tiling  tees  610  619  617 

U.S.  trustees 345  357  344 

Diversion  control  fee  537  591  560 

Immigration  user  fee  3,015  2,845  3,186 

Immigration  legalization  26  25  41 

Immigration  examinations  fee  4,627  4,499  5,473 

Land  border  inspection  fee 12  58  37 

Breached  bond/detention  fund  15  39  17 

Crime  victims  fund  

Subtotal,  fee-funded  accounts 9,187  9,033  10,275 

Total,  Department  of  Justice 105,102         106,223         110,463 

Question.  Please  provide  the  Subcommittee  with  a  summary  of  Federal  prison 
population  and  capacity  trends  and  projections  over  the  next  ten  years.  Provide  an 
assessment  of  the  most  critical  prison  capacity  needs  by  region  and  by  security  level. 

Answer.  Below  is  a  chart  which  shows  the  Bureau  of  Prisons  (BOP)  population, 
capacity  and  overcrowding  trends  projected  through  2005. 

BOP's  most  critical  capacity  need  by  region  is  in  the  Western  part  of  the  country. 
Currently,  the  Western  Region  is  42  percent  overcrowded  and  is  BOPs  most  over- 
crowded region. 

BOPs  greatest  capacity  need  by  security  level  is  for  higher  security  institutions, 
in  particular  Federal  penitentiaries.  BOP's  penitentiaries  are  54  percent  over-crowd- 
ed. Thus,  possible  modifications  of  existing  construction  plans  are  being  considered 
to  determine  whether  these  needs  can  be  met  within  provided  funding  levels.  Funds 
already  received  along  with  those  requested  for  1997  will  provide  sufficient  capacity 
to  meet  our  projected  population  through  the  year  2001. 
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INS  TRAINING  PRIORITIES  IN  FISCAL  YEAR  1996 

Question.  Please  summarize  your  interpretation  of  the  bipartisan,  bicameral 
agreement  we  reached  earlier  this  year  on  INS  training  for  fiscal  year  1996  and  pro- 
vide a  status  report  on  the  training  plan's  implementation. 

Answer.  The  Immigration  and  Naturalization  Service  (INS)  projects  to  provide 
basic  training  to  approximately  3,630  students  in  fiscal  year  1996.  Of  this  total, 
1,480  trainees  will  enter  the  two  Border  Patrol  Academies  in  Glynco,  Georgia  and 
Charleston,  South  Carolina.  The  training  for  the  Border  Patrol  at  the  Charleston 
facility  will  commence  in  August,  while  classes  are  conducted  throughout  the  year 
at  the  Glynco  facility. 

Border  Patrol  training  is  not  the  only  training  priority  for  INS  during  fiscal  year 
1996.  Other  personnel  training,  representing  the  majority  of  the  3,630  students  to 
be  trained,  is  represented  by  various  other  position  categories.  A  total  of  120  Special 
Agents  and  240  Immigration  Agent  trainees  are  to  be  trained  at  Glynco,  Georgia 
this  fiscal  year.  It  is  projected  that  approximately  850  Immigration  Inspector  train- 
ees will  enter  training  as  well  as  120  Adjudications  Officers. 

In  addition,  approximately  180  Deportation  Officers,  600  Detention  Enforcement 
Officers  and  50  assorted  Immigration  Officers  are  slated  to  begin  training  in  fiscal 
year  1996. 

Attached  (Attachment  #2)  is  a  copy  of  the  INS  Training  Activity  Report  as  of  May 
6,  1996.  It  indicates  that  600  Border  Patrol  agents  have  begun  classes  as  of  May 
6  at  Glynco.  In  addition,  there  have  been  67  training  starts  for  special  agents,  581 
training  starts  for  immigration  inspectors,  124  training  starts  for  detention  enforce- 
ment officers,  and  110  training  starts  for  adjudications  officers. 

ATTACHMENT  2.— INS  BASIC  TRAINING  REPORT 


Class  No. 


Occupation 


Start  date 


FnH  Hato       Projected        Actual  No.  of 

LnD  aaie       students       students      graduates 


BORDER  PATROL  ACADEMY, 
GLYNCO,  GA 

BPA  294        Border  Patrol  agent 10/19/95  3/1/96  50  51 

BPA295        Border  Patrol  agent  11/16/95  3/28/96  50  53 

BPA  296        Border  Patrol  agent 12/14/95  4/24/96  50  50 

BPA  297        Border  Patrol  agent  1/4/96  5/13/96  50  49 

BPA  298        Border  Patrol  agent  1/25/96  6/3/96  50  50 

BPA  299        Border  Patrol  agent  2/15/96  6/24/96  50  52 

BPA  300        Border  Patrol  agent  2/29/96  7/8/96  50  45 

BPA  301        Border  Patrol  agent  3/14/96  7/22/96  50     

BPA  302        Border  Patrol  agent  3/21/96  7/29/96  50     

BPA  303        Border  Patrol  agent  4/4/96  8/12/96  50     

BPA  304        Border  Patrol  agent  4/11/96  8/19/96  50     

BPA  305        Border  Patrol  agent  4/25/96  9/3/96  50     

BPA  306        Border  Patrol  agent  5/9/96  9/17/96  50     

BPA  307        Border  Patrol  agent 5/23/96  10/1/96  50     

BPA  308        Border  Patrol  agent  5/30/96  10/7/96  50     

BPA  309        Border  Patrol  agent 6/13/96  10/22/96  50     

BPA  310        Border  Patrol  agent 6/27/96  11/5/96  50     

BPA  311         Border  Patrol  agent 7/11/96  11/19/96  50     

BPA  312        Border  Patrol  agent  7/25/96  12/4/96  50     

BPA  313        Border  Patrol  agent  8/1/96  12/11/96  50     

BPA  314        Border  Patrol  agent  8/8/96  12/18/96  50     

BPA  316        Border  Patrol  agent  8/22/96  1/3/97  50     

BPA  320        Border  Patrol  agent  9/12/96  1/24/97  50     

Subtotal,  Glynco  1,150 

BORDER  PATROL  ACADEMY, 
CHARLESTON,  SC 

BPA  315        Border  Patrol  agent  8/15/96  12/26/96  55 

BPA  317        Border  Patrol  agent 8/23/96  1/6/97  55 


350 
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ATTACHMENT  2.— INS  BASIC  TRAINING  REPORT— Continued 


Occupation 


c.,^  j,»»       c~a  a^~       Projected        Actual  No.  of 

Start  date       End  date       s,u'dents       %Mm{%      gradua(es 


Border  Patrol  agent 
Border  Patrol  agent 
Border  Patrol  agent 
Border  Patrol  agent 


9/3/96  1/14/97  55 

9/11/96  1/23/97  55 

9/19/96  1/31/97  55 

9/27/96  2/10/97  55 


Subtotal,  Charleston 
Total  Border  Patrol  .. 


IMMIGRATION  OFFICER  ACADEMY, 
GLYNCO,  GA 

Special  agent  

Special  agent  

Special  agent  

Special  agent  

Special  agent  


11/16/95 

1/4/95 

3/7/96 

6/25/96 

8/6/96 


Subtotal,  special  agent 


Immigration  inspector  

Immigration  inspector  

Immigration  inspector  

Immigration  inspector  

Immigration  inspector  

Immigration  inspector  

Immigration  inspector  and  deporta- 
tion officer  

Immigration  inspector 

Immigration  inspector  

Immigration  inspector 

Immigration  inspector  

Immigration  inspector 

Immigration  inspector  

Immigration  inspector  

Deportation  officer 

Deportation  officer 

Deportation  officer 

Immigration  agent 

Immigration  agent 

Deportation  officer 

Immigration  agent 

Immigration  agent 

Deportation  officer 

Immigration  agent 

Deportation  officer 

Immigration  agent 

Immigration  agent 

Deportation  officer 

Immigration  agent 

Immigration  agent 

Immigration  agent 


10/3/95 
10/11/95 
10/17/95 
10/25/95 
10/31/95 
10/31/95 

11/14/95 
12/12/95 
1/18/96 
1/25/96 

2/7/96 
2/15/96 
2/28/96 

3/7/96 
3/21/96 

5/8/96 
5/16/96 
5/22/96 

6/5/96 
6/20/96 
6/20/96 

7/2/96 
7/10/96 
7/17/96 
7/31/96 
8/14/96 
8/21/96 
8/21/96 
8/28/96 

9/4/96 
9/18/96 


330 


4/2/96 
5/23/96 
7/25/96 
11/14/96 
12/27/96 


2/1/96 
2/9/96 
2/15/96 
2/26/96 
3/1/96 
3/1/96 

3/14/96 
4/10/96 
5/14/96 
5/21/96 
6/4/96 
6/12/96 
6/25/96 
7/25/96 
7/17/96 
9/4/96 
9/12/96 
10/7/96 
10/1/96 
10/17/96 
10/17/96 
10/29/96 
11/5/96 
11/13/96 
11/27/96 
12/12/96 
12/19/96 
12/19/96 
12/27/96 
1/3/97 
1/17/97 


120 


350 


Subtotal,  Glynco 


744 


321 


116 


50 


ATTACHMENT  2.— INS  BASIC  TRAINING  REPORT— Continued 


Class  No. 

Occupation 

Start  date 

End  date 

Projected 
students 

Actual 
students 

No.  of 
graduates 

IMMIGRATION  OFFICER  ACADEMY, 

ARTESIA,  NM 

IDEOB  74 

Detention  enforcement  officer 

10/11/95 

12/1/95 

24 

22 

22 

IDEOB  75 

Detention  enforcement  officer 

1/31/96 

3/26/96 

26 

24 

IDEOB  76 

Detention  enforcement  officer 

1/31/96 

3/26/96 

26 

26 

IDEOB  77 

Detention  enforcement  officer 

3/20/96 

5/13/96 

26 

IDEOB  78 

Detention  enforcement  officer 

3/20/96 

5/13/96 

26 

IDEOB  79 

Detention  enforcement  officer 

5/8/96 

7/2/96 

26 

IDEOB  80 

Detention  enforcement  officer 

5/8/96 

7/2/96 

26 

IDEOB  81 

Detention  enforcement  officer 

5/8/96 

7/2/96 

26 

IDEOB  82 

Detention  enforcement  officer 

5/8/96 

7/2/96 

26 

IDEOB  83 

Detention  enforcement  officer 

6/26/96 

8/20/96 

26 

IDEOB  84 

Detention  enforcement  officer 

6/26/96 

8/20/96 

26 

IDEOB  85 

Detention  enforcement  officer 

6/26/96 

8/20/96 

26 

IDEOB  86 

Detention  enforcement  officer 

6/26/96 

8/20/96 

26 

IDEOB  87 

Detention  enforcement  officer 

7/10/96 

9/3/96 

26 

IDEOB  88 

Detention  enforcement  officer 

7/10/96 

9/3/96 

26 

IDEOB  89 

Detention  enforcement  officer 

7/10/96 

9/3/96 

26 

IDEOB  90 

Detention  enforcement  officer 

7/10/96 

9/3/96 

26 

IDEOB  91 

Detention  enforcement  officer 

8/14/96 

10/8/96 

26 

IDEOB  92 

Detention  enforcement  officer 

8/14/96 

10/8/96 

26 

IDEOB  93 

Detention  enforcement  officer 

8/14/96 

10/8/96 

26 

IDEOB  94 

Detention  enforcement  officer 

8/14/96 

10/8/96 

26 

IDEOB  95 

Detention  enforcement  officer 

9/11/96 

11/5/96 

26 

IDEOB  96 

Detention  enforcement  officer 

9/11/96 

11/5/96 

26 

596 

72 

22 

Other  than  permanent  immigration 

OTP38 

inspector  

10/17/95 

11/16/95 

24 

24 

24 

0TP39 

Other  than  permanent  immigration 

Inspector  

Subtotal 

Subtotal,  Artesia  

Total  immigration  offi- 

6/18/96 

7/18/96 

24 

48 

24 

24 

644 

96 

46 

1  508 

484 

162 

1,480 

350 

47 

Grand  total 

2,988 

834 

209 

IMMIGRATION  OFFICER  ACADEMY, 

GLYNCO,  GA 

I0BTC  191 

District  adjudications  officer  

11/7/95 

3/8/96 

24 

24 

22 

I0BTC  193 

11/14/95 

3/14/96 

24 

22 

I0BTC  195 

District  and  center  adjudications  of- 

ficer   

11/28/95 

3/17/96 

24 

22 

I0BTC  196 

District  adjudications  officer  

1275/95 

4/3/96 

24 

18 

I0BTC  198 

District  and  center  adjudications  of- 

ficer   

Total  

12/19/95 

4/17/96 

24 

24 

120 

110 

22 

51 


ATTACHMENT  2.— INS  BASIC  TRAINING  REPORT— Continued 


Occupation 


Start  date 


FnH  H^to       Projected        Actual  No.  of 

tnD  me       students       students      graduates 


IMMIGRATION  OFFICER  ACADEMY, 
CHARLESTON,  SC 

IOBTC  226      Immigration  inspector  4/2/96 

IOBTC  227      Immigration  inspector  4/2/96 

IOBTC  228      Immigration  inspector  4/4/96 

IOBTC  229      Immigration  inspector  4/4/96 

IOBTC  230     Immigration  inspector  4/16/96 

IOBTC  231      Immigration  inspector  4/16/96 

IOBTC  232      Immigration  inspector  4/18/96 

IOBTC  233      Immigration  inspector  4/18/96 

IOBTC  234      Immigration  inspector  4/30/96 

IOBTC  235     Immigration  inspector  4/30/96 

IOBTC  236      Immigration  inspector  5/2/96 

IOBTC  237      Immigration  inspector  5/2/96 

IOBTC  238      Immigration  inspector 5/7/96 

IOBTC  239      Immigration  inspector  5/7/96 

IOBTC  240      Immigration  inspector  5/9/96 

IOBTC  241      Immigration  inspector  5/9/96 

IOBTC  242      Immigration  inspector  5/14/96 

IOBTC  243      Immigration  inspector  5/14/96 

IOBTC  244      Immigration  inspector  5/16/96 

IOBTC  245      Immigration  inspector  5/16/96 

IOBTC  246      Immigration  inspector  5/16/96 

Subtotal  to  date 

Total  


6/14/96 
6/14/96 
6/18/96 
6/18/96 
6/28/96 
6/28/96 
7/3/96 
7/3/96 
7/15/96 
7/15/96 
7/17/96 
7/17/96 
7/22/96 
7/22/96 
7/24/96 
7/24/96 
7/30/96 
7/30/96 
8/1/96 
8/1/96 
8/1/96 


25 

25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 
25 

525 


REDEPLOYMENT  OF  INTERIOR  BORDER  PATROL  AGENTS 

Question.  On  a  related  issue,  you  agreed  that  the  House  and  Senate  Subcommit- 
tees should  review  and  comment  on  the  INS  Border  Patrol  redeployment  plan.  After 
briefings  with  INS  and  consultation  with  several  of  our  House  and  Senate  col- 
leagues, we  did  so.  Essentially,  that  guidance  has  been  restated  in  the  conference 
report  on  H.R.  3019.  Although  you  have  been  very  cooperative  in  working  through 
these  issues,  we  have  received  troubling  reports  that  INS  officials  in  the  field  have 
been  working  to  discredit  the  redeployment  plan  with  State  and  local  officials — sher- 
iffs, mayors,  etc.  In  order  to  address  those  concerns,  the  conferees  directed  that  INS 
submit  a  Border  Patrol  redeployment  plan  to  the  Committee  by  May  15.  We  hope 
that  you  will  cooperate  in  that  effort  and  take  steps  to  ensure  that  INS  officials 
work  constructively  to  meet  our  shared  objective  of  putting  INS  resources  where 
they  are  most  needed. 

Answer.  The  Conference  Report  accompanying  the  Fiscal  Year  1996  Omnibus  Ap- 
propriations Act,  directs  INS  to  adjust  any  preliminary  plans  to  realign  Border  Pa- 
trol agent  positions  to  address  the  need  to  continue  the  functions  and  activities  at 
the  levels  at  those  interior  stations  required  by  uniformed  Border  Patrol  agents. 
Based  on  the  latest  language  in  the  fiscal  year  1996  Conference  Report,  INS  has 
had  to  rethink  and  reevaluate  where  the  200  interior  Border  Patrol  agents  for  de- 
ployment are  located. 

Given  the  recent  enactment  of  the  Fiscal  Year  1996  Omnibus  Appropriations  Act 
and  the  inclusion  of  the  May  15  date  for  submission  of  the  plan,  INS  had  prelimi- 
nary discussions  with  House  and  Senate  Appropriations  Staff,  and  presented  the  re- 
deployment plan  to  the  House  and  Senate  Appropriations  Committees  on  May  17. 

INVESTING  IN  TECHNOLOGY  FOR  LAW  ENFORCEMENT 

Question.  As  criminals  become  more  sophisticated,  there  is  a  need  to  invest  in 
technologies  that  will  enable  law  enforcement  to  keep  up.  Management  of  the  high- 
tech  contracts  at  the  Department  of  Justice  must  remain  a  top  management  prior- 
ity. Although  progress  has  been  made  in  the  past  year,  the  FBI's  performance  in 
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managing  these  contracts  over  the  past  five  years  has  been  abysmal.  The  National 
Crime  Information  Center  (NCIC)  project  is  now  at  least  $60  million  over  budget 
and  more  than  3  years  behind  schedule.  The  Integrated  Automated  Fingerprint 
Identification  System  (IAFIS)  is  behind  schedule  and  at  least  $100  million  over 
budget.  That  is  not  a  track  record  that  gives  the  Committee  confidence  as  we  evalu- 
ate the  Department's  newest  priority:  digital  telephony. 

While  the  FBI  confidently  states  that  $500  million  will  be  all  that  is  required  to 
cover  the  industry's  cost  of  compliance  with  these  new  requirements,  industry  esti- 
mates run  as  high  as  $1.8  billion.  Last  week,  FBI  officials  admitted  that  until 
roughly  8  months  after  the  $68  million  is  provided  to  the  industry  there  is  no  way 
to  know  what  the  compliance  costs  will  be.  Their  plan  is  to  provide  these  funds  to 
manufacturers  to  scope  out  the  cost  of  producing  equipment  that  meets  the  FBI's 
new  capability  requirements.  The  President's  budget  requests  $100  million  in  fiscal 
year  1997  for  digital  telephony.  Given  this  new  information,  do  you  believe  that  it 
still  makes  sense  for  us  to  provide  $100  million  for  digital  telephony  this  year? 

Answer.  During  the  debate  prior  to  the  enactment  of  the  Communications  Assist- 
ance for  Law  Enforcement  Act  (CALEA),  it  was  acknowledged  generally  that  the 
precise  costs  associated  with  the  technical  solutions  to  be  developed  by  the  tele- 
communications industry  to  modify  those  non-compliant  systems  within  the  embed- 
ded base  were  unavailable.  However,  the  $500  million  that  Congress  authorized  was 
determined  to  be  a  reasonable  limit  for  Federal  support  for  the  development  and  im- 
plementation of  solutions. 

In  the  CALEA  process,  the  FBI  will  set  priorities  for  the  use  of  the  $500  million 
based  on  carrier  capability  in  those  areas  of  the  country  where  a  majority  of  elec- 
tronic surveillance  is  performed.  The  priority  setting  process  will  recognize  that  it 
may  not  be  reasonable  or  necessary  for  every  carrier  to  implement  changes. 

The  $500  million  reimbursement  cap  set  by  Congress  was  also  done  so  as  to  en- 
sure and  encourage  the  development  by  carriers  of  innovative  and  cost-effective  so- 
lutions, to  encourage  the  sharing  of  solutions  between  carriers,  and  to  eliminate 
"gold  plating"  by  either  the  carriers  or  Government. 

Inasmuch  as  CALEA  is  a  carrier  reimbursement  initiative  for  direct  costs  associ- 
ated with  complying  for  certain  legislative  mandates,  the  FBI  anticipates  that  the 
carriers  will  use  a  well-established  business  process  typically  used  by  the  tele- 
communications industry  to  determine  their  costs  to  develop  and  deploy  CALEA  so- 
lutions. The  three  primary  components  of  this  business  are:  systems  engineering, 
engineering  development,  and  systems  deployment.  The  request  of  $100  million  in 
fiscal  year  1997  would  be  used  to  fund  the  systems  engineering  and  to  develop  the 
solutions  on  the  highest  priority  switch  platforms.  Future  fiscal  year  funding  appro- 
priated by  Congress  would  be  utilized  to  develop  solutions  for  the  remaining  plat- 
forms and  to  deploy  these  solutions  into  the  carrier  networks  of  highest  priority  to 
law  enforcement. 

FEDERAL  PRISONER  DETENTION 

Question.  While  some  of  the  $144  million  increase  in  the  Federal  Prisoner  Deten- 
tion account  represents  amounts  covered  with  carryover  funding  this  year,  there  is 
a  real  program  increase  of  $76,710,000  in  your  request.  Is  the  cost  of  paying  for  this 
local  jail  space  expected  to  continue  to  rise  at  this  rate  into  the  foreseeable  future? 

Answer.  Because  the  Federal  detention  population  stabilized  in  1993  and  1994 
after  more  than  a  decade  of  unprecedented  growth,  the  appropriation  showed  larger 
than  normal  unobligated  balances  at  the  end  of  each  of  those  years.  Because  these 
balances  were  still  available  to  the  program,  Congressional  actions  reduced  our  di- 
rect request  by  the  amount  of  the  unobligated  balances. 

During  1995,  the  Federal  detention  population  again  began  to  grow.  By  the  end 
of  1996,  the  prior  year  funding  unobligated  balances  will  have  been  exhausted  and 
the  Federal  Prisoner  Detention  appropriation  will  begin  1997  with  a  funding  level 
22  percent  lower  than  it  had  in  1996.  The  appropriation  requires  a  significant  in- 
crease in  base  resources  to  be  able  to  fund  the  number  of  jail  days  used  in  1996 
at  anticipated  cost  levels. 

The  rate  of  growth  in  detention  population  experienced  the  last  few  months  of 
1995  has  continued  into  1996.  The  requested  program  increases  will  allow  for  only 
modest  increases  of  5  percent  for  the  jail  day  rate  and  14  percent  for  the  number 
of  jail  days  (the  average  rate  of  growth  for  jail  days  for  the  first  six  months  of  1996 
was  19  percent  over  the  1995  levels). 

Detention  population  levels  and  resources  needed  to  house  this  population  are  the 
direct  result  of  Department  of  Justice  law  enforcement  and  prosecutorial  initiatives. 
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Current  initiatives,  combined  with  those  planned,  will  continue  to  impact  the  pop- 
ulation significantly,  thereby  requiring  large  increases  in  the  Federal  Prisoner  De- 
tention appropriation  in  the  foreseeable  future. 

Question.  What  are  your  projected  costs  relating  to  this  issue  (either  for  payment 
to  others  or  creation  of  Federally-owned  space)  for  the  next  five  years?  Is  there  a 
plan  to  address  the  issue  of  rising  costs  in  detention  that  you  can  provide  to  the 
Committee  as  soon  as  practicable? 

Answer.  The  USMS  has  attempted  on  numerous  occasions  to  acquire  the  capabil- 
ity to  project  the  detention  population.  To  date,  none  of  these  attempts  have  been 
successful.  Although  the  USMS  continues  to  evaluate  and  predict  requirements,  we 
have  little  or  no  control  over  the  detention  population  level  and  resultant  detention 
costs.  These  requirements  are  the  direct  result  of  successful  law  enforcement  and 
prosecutorial  initiatives.  It  is  currently  unclear  what  the  costs  relating  to  detention 
will  be  for  the  next  five  years.  The  erratic  growth  (over  the  previous  year)  in  the 
Federal  detainee  population  and  resultant  number  of  contract  and  intergovern- 
mental agreement  (IGA)  jail  days  needed  to  house  these  detainees  pose  formidable 
challenges. 

Proper  planning  for  what  resources  will  be  needed,  and,  more  importantly,  where 
they  will  be  needed  can  only  be  accomplished  through  a  coordinated  Department  of 
Justice  effort.  The  Department  is  currently  in  the  process  of  developing  a  revised 
Federal  Detention  Plan.  The  last  Plan,  updated  in  December  1992,  was  primarily 
the  result  of  planning  between  the  U.S.  Marshals  Service,  the  Federal  Bureau  of 
Prisons,  and  the  Immigration  and  Naturalization  Service.  The  Justice  Management 
Division  is  currently  coordinating  an  updated  Federal  Detention  Plan,  which  will  in- 
volve all  Department  of  Justice  law  enforcement  and  prosecutorial  components  as 
well  as  the  agencies  responsible  for  detention.  The  new  Plan,  which  should  be  com- 
pleted in  the  fall,  will  at  least  be  able  to  identify  those  areas  of  the  country  where 
additional  detention  resources  will  need  to  be  targeted.  It  will  not,  however,  help 
in  projecting  the  ever-fluctuating  prisoner  population  levels,  since  so  many  factors 
will  influence  this  level  during  a  five-year  period. 

SOUTHWEST  BORDER  INITIATIVE 

Question.  Please  provide  the  Committee  with  a  detailed  justification  of  the  Admin- 
istration's Southwest  Border  Initiative  for  each  affected  appropriations  account  that 
includes  detailed  funding  requirements,  positions,  FTE's,  and  deployment  of  those 
resources  and  personnel  by  location. 

Answer.  The  Department  will  deploy  the  Southwest  Border  Initiative  resources  in 
response  to  the  best,  most  current  information  that  is  available  on  drug  smuggling 
corridors  and  the  crimes  of  corruption  and  illegal  migration.  We  have  seen  drug 
smuggling  corridors  shift  as  a  result  of  effective  counterdrug  enforcement  actions. 
These  shifts  carry  with  them  the  related  crimes  of  corruption  of  public  officials  and 
the  violence  that  is  associated  with  drug  trafficking  organizations.  We  have  also 
seen  measurable  shifts  in  migration  patterns  due  to  enhanced  border  control  efforts, 
such  as  Operation  Gatekeeper  in  San  Diego.  We  will  deploy  our  resources  to  the 
"corridors  of  choice"  in  order  to  ensure  maximum  effectiveness. 

With  respect  to  the  allocation  process,  each  agency  will  develop  a  plan  for  deploy- 
ing its  own  resources,  and  these  plans  will  then  be  coordinated  internally  to  ensure 
that  the  resources  of  all  the  Justice  Department  components  are  used  with  maxi- 
mum effectiveness.  Listed  below  is  a  cost  breakdown  and  description  by  agency. 

Drug  Enforcement  Administration  (DEA). — $24.86  million  and  54  agents  for  DEA 
in  a  focused  interagency  enforcement  effort  along  the  Southwest  Border  of  the  Unit- 
ed States  to  identify,  investigate,  and  prosecute  major  Mexican  drug  trafficking  or- 
ganizations. This  top  priority  law  enforcement  effort  seeks  to  stop  the  flow  of  multi- 
ton  quantities  of  illegal  narcotics  moving  freely  across  our  2,000-mile  border  with 
Mexico,  counter  the  insidious  corruption  erupting  in  communities  on  both  sides  of 
the  border,  and  dismantle  and  destroy  those  organizations  that  would  preempt  our 
nation's  rule  of  law,  destroy  the  lives  of  our  youth,  and  import  crime  and  violence 
to  our  neighborhoods. 

DEA  will  deploy  its  resources  (agents,  intelligence  analysts,  and  support  positions) 
to  the  following  divisions:  Houston,  Denver  (which  covers  the  State  of  New  Mexico), 
Phoenix,  San  Diego,  and  Los  Angeles.  Most  diversion  investigators  will  be  deployed 
to  DEA  offices  in  California,  with  the  remainder  spread  among  offices  in  Arizona 
and  Texas. 

Federal  Bureau  of  Investigation  (FBI). — $8.4  million  and  50  additional  FBI  agents 
to  target  and  investigate  core  drug  trafficking  organizations  along  the  Southwest 
border.  $3  million  and  20  additional  FBI  agents  to  address  public  corruption  cases 
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along  the  Southwest  Border.  Because  of  increased  illegal  immigration  and  drug  traf- 
ficking, public  corruption  is  a  growing  problem. 

$2.8  million  to  meet  FBI's  growing  need  for  contract  linguists.  Investigative  de- 
mands along  the  Southwest  Border  have  resulted  in  the  need  to  provide  Spanish 
language  services  on  short  notice. 

FBI  will  deploy  its  resources  to  the  following  cities:  Albuquerque,  Chicago  (be- 
cause of  the  ties  between  Southwest  border  criminal  organizations  and  those  in  Chi- 
cago), Dallas,  El  Paso,  Houston,  Los  Angeles,  Phoenix,  San  Antonio,  and  San  Diego. 

Immigration  and  Naturalization  Service  (INS). — $97.2  million  to  hire  700  addi- 
tional Border  Patrol  agents,  fund  126  previously  authorized  (but  unfunded)  agent 
positions,  and  add  110  support  positions  for  the  Southwest  border.  These  agents  will 
be  targeted  to  build  upon  the  success  of  INS'  Operations  Hold-The-Line  and  Gate- 
keeper in  deterring  illegal  immigration  by  extending  enhanced  control  efforts  along 
the  eastern  California-Mexico  border,  Arizona,  New  Mexico  and  Texas. 

$50.98  million  for  INS  agent  equipment  enhancements  and  management  support 
for  the  new  agents  along  the  Southwest  border  including:  infrared  night-vision 
scopes  and  border  sensors,  radios,  weapons  and  soft  body  armor,  helicopter  replace- 
ment, and  fleet  acquisitions. 

$13.3  million  to  add  150  land  border  inspectors  at  land  ports  of  entry  and  to  pilot 
an  automated  arrival/departure  system  for  pedestrian  crossers. 

$5  million  for  expansion  of  INS'  interior  repatriation  pilot  program. 

INS'  request  for  1997  will  extend  the  overall  Strategic  Border  Control  Plan  to  in- 
clude further  concerted  control  efforts  in  Texas,  New  Mexico,  Arizona  and  the  east- 
ern portion  of  California.  The  1997  deployment  will  depend  on  the  redeployment  of 
200  agents  from  interior  stations  to  the  border  this  year,  as  well  as  determinations 
as  to  the  operating  requirements  necessary  to  respond  to  the  changing  flow  of  illegal 
alien  traffic. 

United  States  Attorneys  (USA). — $12.72  million  and  91  additional  attorneys  for 
the  USA  to  support  the  Southwest  Border  Initiative  in  the  border  states  of  Califor- 
nia, Arizona,  New  Mexico,  and  Texas.  USA  will  target  8  attorneys  for  immigration- 
related  cases;  75  attorneys  for  drug  enforcement  prosecutions;  and  8  attorneys  for 
official  corruption  prosecutions. 

The  U.S.  Attorneys  have  not  established  deployment  parameters,  but,  once  re- 
sources are  appropriated,  they  will  ensure  that  any  allocation  will  take  into  consid- 
eration the  resource  deployment  of  the  investigative  agencies.  We  will  also  consider 
all  other  relevant  factors  in  including  the  current  resource  allocation  in  the  South- 
west Border. 

Office  of  the  Inspector  General  (OIG). — $1.8  million  for  the  OIG  to  respond  to  alle- 
gations of  corruption  of  public  officials  conspiring  with  drug  traffickers,  alien  smug- 
glers and  fraudulent  document  vendors  along  the  Southwest  border.  The  resources 
will  enhance  the  OIG's  participation  in  task  forces  with  other  Federal  law  enforce- 
ment agencies  along  the  Southwest  border  because  of  the  OIG's  knowledge  of  INS 
and  experience  in  investigating  INS  document,  alien  smuggling,  and  drug  traffick- 
ing cases  involving  allegations  of  corruption  by  public  officials. 

The  OIG  plans  to  deploy  resources  to  San  Diego,  Tucson,  El  Paso,  and  McAllen. 

United  States  Marshals  Service  (USMS).— $6.1  million  to  enable  the  USMS  to  add 
adequate  personnel  to  support  the  Department's  immigration  enforcement  initiative 
along  the  Southwest  border. 

Federal  Prisoner  Detention  (FPD). — $10  million  to  the  FPD  program  to  augment 
pretrial  detention  capacity  along  the  Southwest  border. 

The  U.S.  Marshals  Service's  pretrial  detention  program  will  face  a  large  impact — 
fiscally  and  programmatically — from  the  criminal  reentry  prosecution  initiative.  As 
a  result  of  the  Section  1326  prosecution  increases,  the  USMS  prisoner  population 
has  already  grown  substantially  along  the  Southwest  Border.  The  Southern  District 
of  California,  for  example,  experienced  a  61  percent  increase  from  Oct  1994  to  June 
1995,  from  723  prisoners  to  1,161  prisoners. 

The  Marshals  Service  expects  that  further  increases  in  prosecutions  would  have 
a  significant  impact  on  pretrial  detention  needs  over  the  next  several  years.  Based 
on  the  information  provided  by  the  Southwest  Border  U.S.  Attorneys,  USMS  has 
provided  the  following  estimated  pretrial  detention  population  levels  for  each  dis- 
trict. The  projections  for  the  Southern  District  of  California,  with  the  streamlined 
prosecution  program  that  aims  to  process  cases  within  60  days,  are  based  on  an  av- 
erage of  75  to  90  days  per  prisoner  spent  in  pretrial  custody.  (The  additional  15  to 
30  days  beyond  the  60-day  goal  are  included  to  account  for  time  between  sentencing 
and  designation  to  Bureau  of  Prison  facilities  and  to  account  for  those  cases  in 
which  the  60-day  goal  is  not  met).  For  other  districts,  the  pretrial  time  will  probably 
range  from  120  days  to  270  days  (the  national  average),  depending  on  how  quickly 
these  cases  can  be  processed. 
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SOUTHWEST  BORDER  INITIATIVE— FISCAL  YEAR  1997  REQUEST 


New  agent/ 
Organization  Amount         attorney  posi- 

tions 


INS 


FBI  .... 
DEA  .. 
USA  .. 
OIG  ... 
USMS 
FPD  ... 


166.48 

1  700 

2 150 

14.20 
24.86 
12.72 
1.80     .... 

3  70 
3  54 
491 

6.10    

10  00     .. 

Total  236.16  1,065 


1 BP  Agents. 
2  Inspectors. 
'Agents. 
•Attorneys. 


U.S.  MARSHALS  SERVICE 


Question.  Your  Inspector  General  has  noted  that  the  U.S.  Marshals  Service  has 
a  mediocre  record  on  fugitive  apprehension.  According  to  your  budget  request,  less 
than  half  the  600  positions  funded  for  this  purpose  are  dedicated  to  full-time  fugi- 
tive apprehension.  Please  explain  this  anomaly  and  any  corrective  actions  that  are 
being  considered. 

Answer.  The  U.S.  Marshals  Service  (USMS)  has  never  had  the  luxury  of  having 
completely  dedicated  positions  for  most  of  its  programs.  The  deputies  were  always 
considered  generalists  and  as  such  had  to  be  able  to  perform  in  any  of  the  program 
areas  depending  upon  the  workload  requirements  of  their  particular  district.  To  cap- 
ture the  workyears  by  program,  the  USMS  uses  a  time  and  reporting  system  that 
tracks  the  workhours  by  the  various  functions  performed  by  the  Deputy  U.S.  Mar- 
shals (DUSM's).  By  reviewing  this  system,  it  shows  that  the  USMS  spent  more  than 
600  workyears  apprehending  fugitives  in  fiscal  year  1995.  However,  less  than  half 
these  workyears  were  performed  by  dedicated  DUSM's.  Most  of  the  workyears  were 
performed  by  DUSM's  who  devoted,  their  time  not  only  to  fugitive  apprehension,  but 
also  to  the  Marshals  Service's  primary  missions.  The  primary  missions  of  the  USMS 
are  judicial  security,  prisoner  security,  and  prisoner  transportation,  although  the  fu- 
gitive apprehension,  service  of  process  and  asset  forfeiture  programs  are  also  high 
priority  programs. 

In  some  of  the  larger  districts,  the  USMS  is  able  to  have  dedicated  units  for  pro- 
grams such  as  fugitive  investigations.  In  the  smaller  districts,  there  is  not  enough 
fugitive  workload  to  warrant  dedicating  positions  full-time  to  fugitive  apprehension, 
nor  are  there  enough  personnel  to  allow  this.  For  the  most  part,  the  Deputies  must 
perform  any  or  all  aspects  of  the  job  on  any  given  day.  A  Deputy  may  be  called  upon 
to  work  judicial  security  in  the  morning  and  then  prisoner  transportation  in  the 
afternoon.  This  might  mean,  for  example,  that  between  assignments  for  judicial  se- 
curity and  transportation  of  prisoners,  part  of  the  day  may  be  devoted  to  working 
fugitive  warrants.  So,  while  number  of  positions  specifically  dedicated  to  fugitive  ap- 
prehensions appears  low,  the  workyear  efforts  associated  with  this  program  are 
much  higher  and  are  at  least  equivalent  to  that  of  600  positions. 

The  USMS  receives  approximately  19,000  Class  1  felony  warrants  each  year  and 
makes  over  13,000  arrests.  Another  3,500  Class  1  felony  warrants  are  closed  by 
other  law  enforcement  agencies  each  year.  In  total,  approximately  85  percent  of  the 
incoming  cases  are  closed  within  one  year. 

The  USMS  has  actually  increased  the  workyears  associated  with  this  program. 
The  fiscal  year  1995  enacted  budget  had  598  workyears  programed  for  fugitive  ap- 
prehension, while  actual  workyears  expended  during  fiscal  year  1995  are  673,  or  a 
12.5  percent  increase  over  the  budgeted  figures. 

ANTITRUST 

Question.  There  appears  to  be  some  confusion  regarding  the  appropriate  role  for 
the  Antitrust  Division  under  the  new  Telecommunications  Act.  Please  describe  in 
detail  your  fiscal  year  1996  and  1997  staffing  plans  for  merger  activity  relating  to 
each  major  industry  group  including  telecommunications  and  broadcasting.  This  de- 
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scription  should  include  FTE's,  positions  and  funding  for  each  staff  group  and  task 
force,  and  should  include  a  description  of  how  these  resources  are  allocated  accord- 
ing to  review  of  mergers  under  traditional  antitrust  law  versus  review  under  the 
recently  passed  Telecommunications  Act  of  1996. 

Answer.  With  enactment  of  the  new  Telecommunications  Act,  the  workload  of  the 
Antitrust  Division  in  the  telecommunications  area  falls  largely  into  three  broad  cat- 
egories— merger  review  in  accordance  with  the  Hart-Scott-Rodino  Act,  civil  antitrust 
enforcement,  and  providing  competitive  analyses  to  the  Federal  Communications 
Commission  (FCC).  The  "traditional  antitrust  law"  relating  to  merger  review  you 
refer  to  in  your  question  was  not  modified  by  the  Telecommunications  Act  of  1996. 
Both  before  and  after  the  Act,  the  Department's  role  with  respect  to  telecommuni- 
cations mergers  is  to  ensure  that  they  do  not  substantially  lessen  competition  under 
§  7  of  the  Clayton  Act. 

As  noted  in  numerous  press  reports,  the  passage  of  the  Telecommunications  Act 
is  leading  to  a  substantial  increase  in  the  number  of  mergers  in  the  telecommuni- 
cations area.  As  a  consequence,  the  Division  will  have  to  devote  more  resources  to 
review  of  telecommunications  mergers.  Additionally,  because  of  the  nature  of  these 
mergers,  and  the  rapid  changes  in  the  industry,  review  of  these  mergers  will  be 
more  complicated  and  resource  intensive  than  was  the  case  in  the  past.  It  is  for 
these  reasons  that  the  Antitrust  Division  expects  to  devote  some  (although  limited) 
additional  resources  to  telecommunications  mergers  in  fiscal  years  1996  and  1997. 

Review  of  telecommunications  matters 

The  Telecommunications  Act  of  1996  specifically  preserved  DOJ  antitrust  review 
of  telecommunications  mergers  and  acquisitions,  and  even  took  special  care  to  en- 
sure that  telephone  company  mergers  would  receive  antitrust  review  by  removing 
the  power  of  the  FCC  to  immunize  such  mergers  from  antitrust  scrutiny.  The  Tele- 
communications Act  did  not  alter  the  substantive  standards  that  are  applied  by  the 
Antitrust  Division  to  telecommunications  mergers  under  §  7  of  the  Clayton  Act. 

The  Division  has  long  anticipated  that  the  most  dramatic  impact  of  the  new  tele- 
communications legislation  on  the  resources  of  the  Division  would  be  an  unprece- 
dented wave  of  transactions  subject  to  the  Division's  merger  review,  and  many  of 
those  transactions  would  be  different  and  more  complicated  from  those  which  had 
been  considered  before.  As  evidenced  by  the  wave  of  large  telecommunications  and 
broadcast  deals  already  announced  (i.e.,  Bell  Atlantic/NYNEX,  SBC/Pactel,  USWest/ 
Continental  Cablevision)  or  rumored  in  the  newspapers,  it  appears  that  the  Division 
anticipated  correctly. 

The  Division's  Telecom  Task  Force  will  review  these  telecommunications  mergers 
and  acquisitions  under  the  Hart-Scott-Rodino  Act.  The  HSR  Act  contains  strict  time 
deadlines  for  our  review,  and  we  anticipate  that  this  responsibility  will  require  the 
single  largest  commitment  of  our  resources  in  the  telecommunications  area.  Indeed, 
we  anticipate  that  the  volume  of  proposed  mergers  and  acquisitions  will  exceed  the 
capacity  of  the  Telecom  Task  Force  to  review  within  the  required  time  frames,  and 
that  the  Division's  Merger  Task  Force  will  be  required  to  develop  expertise  in  this 
area  so  that  it  can  assist  in  managing  the  tremendous  workload  that  will  continue 
to  come  to  the  Antitrust  Division. 

In  addition,  as  the  telecommunications  industry  relies  less  on  regulation  and  more 
on  marketplace  competition,  antitrust  will  play  a  crucial  role  in  ensuring  that  mar- 
ketplace competition  will  not  be  impeded  or  eliminated  by  anticompetitive  actions. 
Accordingly,  it  also  is  critical  that  we  maintain  our  civil  non-merger  enforcement  ac- 
tivities in  the  telecommunications  area.  These  civil  non-merger  matters  are  also  the 
responsibility  of  the  Telecom  Task  Force. 

At  the  same  time,  the  Department  takes  seriously  its  important  responsibilities 
under  the  Telecommunications  Act  of  1996  with  respect  to  long  distance  entry.  In 
Conference  Committee  the  importance  of  the  Department's  role  was  underscored  by 
addition  of  the  requirement  that  the  FCC  accord  "substantial  weight"  to  the  evalua- 
tion of  the  Department  of  long  distance  entry  applications.  We  want  to  carry  out 
our  legislatively  defined  role  as  promptly  and  as  thoroughly  as  possible. 

Assignment  of  merger  matters 

The  Antitrust  Division  has  two  sections  devoted  entirely  to  merger  review  and  an 
additional  four  sections  which  are  responsible  for  merger  work  in  addition  to  other 
antitrust  work,  including  primarily  civil  non-merger  antitrust  enforcement. 

Three  of  the  four  sections  that  do  some  merger  work  (Telecom  Task  Force;  Com- 
puters &  Finance;  and  Transportation,  Energy  and  Agriculture),  review  mergers 
only  within  their  area  of  expertise.  The  San  Francisco  field  office  often  works  on 
mergers  that  have  a  geographic  proximity  to  that  office.  The  two  full-time  merger 
sections  (Merger  Task  Force  and  Litigation  II)  handle  the  balance  of  merger  review, 
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dividing  the  work  based  upon  the  commodity  involved.  Attached  (Attachment  #3)  is 
a  summary  of  the  Division's  sections  that  handle  merger  analyses  and  the  commod- 
ities they  review.  Each  section  has  an  almost  overwhelming  workload  and  program 
responsibility. 

Fiscal  year  1996 

Staffing  as  of  May  15,  1996  is  as  follows  for  the  two  full-time  merger  sections: 


Section 

Fiscal  year  1996  (as  ot 
5/15/96) 

Attorneys          Total  staff 

Litigation  II  

20                  28 

Merger  Task  Force  

18                  23 

For  the  four  sections  that  do  some 
as  follows: 

merger 

work, 

staffing 

as  of  May  15,  1996  is 

Section 

Fiscal  year  1996  (as  of 
5/15/96) 

Attorneys          Total  staff 

Computers  &  Finance 20  32 

San  Francisco  18  36 

Telecom  Task  Force  17  21 

Transportation,  Energy  and  Agriculture  15  25 

Of  course,  as  noted,  since  these  four  sections  do  much  more  than  just  merger 
work,  the  total  number  of  attorneys  and  total  staff  listed  in  each  section  overstate 
the  numbers  actually  working  on  mergers.  As  a  general  guideline,  three  of  the  four 
sections  may  spend  an  average  of  approximately  50  percent  of  their  time  (and  the 
San  Francisco  field  office  25  percent  of  its  time)  working  on  mergers.  For  fiscal  year 
1996,  however,  we  expect  that  the  Telecom  Task  Force  in  particular  may  spend  sub- 
stantially more  than  50  percent  of  its  time  devoted  to  merger  review. 

Also,  it  is  important  to  keep  in  mind  when  reviewing  these  numbers  that  staffing 
at  any  particular  point  in  time  does  not  necessarily  reflect  what  future  staffing  in 
any  particular  area  will  need  to  be.  In  the  merger  area,  the  allocation  of  staffing 
is  based  on  the  actual  mergers  that  are  proposed  and  the  extent  to  which  such 
mergers  present  anticompetitive  issues.  This  is  impossible  to  predict  accurately, 
with  the  Division's  merger  review  program  being  largely  reactive  in  response  to  the 
businesses  proposals  we  are  tasked  to  review. 

FTE  associated  with  these  sections  generally  match  the  number  of  total  staff  in 
each  section  listed  above.  However,  the  Antitrust  Division  also  has  a  pool  of  120 
paralegals,  many  of  whom  work  on  merger  matters  as  the  need  arises  in  particular 
circumstances.  At  any  given  time,  approximately  one-half  of  the  paralegals  in  the 
paralegal  pool  are  assisting  these  sections  in  their  merger  review — an  extremely 
document-intensive  task.  Also,  Division  resources  are  expended  in  support  of  merger 
review  by  the  Division's  Appellate  staff  (identification  of  possible  appellate  issues 
and  appellate  litigation),  Executive  Office  (overall  administrative  support),  and  the 
Economic  Analysis  Group  (economic  analyses). 

While  we  do  not  yet  have  funding  analyses  for  fiscal  year  1996,  we  would  expect 
fiscal  year  1996  funding  to  roughly  parallel  fiscal  year  1995  funding  for  four  of  these 
sections.  For  the  remaining  two  sections,  however,  we  expect  there  to  be  significant 
differences.  In  fiscal  year  1995,  the  funding  for  these  merger  sections  was  as  follows: 

[Dollars  in  thousands] 

Expenses  (actual  for 
Section  fiscal  year) 

Litigation  II  $3,488 

Merger  Task  Force  460 

Computers  &  Finance 3,711 

San  Francisco  3,363 

Telecom  Task  Force  1,908 

Transportation,  Energy  and  Agriculture  2,968 
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We  would  expect  that  for  Computers  and  Finance,  Litigation  II  and  Transpor- 
tation, Energy  and  Agriculture,  funding  levels  would  be  slightly  lower  in  fiscal  year 
1996  than  they  were  in  fiscal  year  1995.  However,  because  both  the  Merger  Task 
Force  and  the  Telecom  Task  Force  were  created  and  staffed  in  July  1995,  the  ex- 
penses for  fiscal  year  1995  significantly  understate  the  expenses  that  will  be  associ- 
ated with  those  task  forces  in  fiscal  year  1996.  While  it  is  hard  to  estimate  those 
expenses,  we  believe  the  expenses  for  each  task  force  will  probably  be  similar  to  the 
expenses  of  each  of  the  other  sections. 

Fiscal  year  1997 

With  respect  to  fiscal  year  1997,  we  expect  that  certain  additional  resources  are 
likely  to  be  required  for  the  Division  as  a  whole,  and  for  the  task  of  reviewing  tele- 
communications mergers  specifically. 

The  proposed  fiscal  year  1997  budget  of  the  Antitrust  Division  requests  a  return 
to  a  more  stable  funding  structure.  For  1997,  we  are  requesting  funding  for  an  addi- 
tional 56  FTE— largely  paralegals  who  can  handle  and  analyze  the  huge  volumes 
of  information  coming  into  the  Division  in  the  most  rapid,  accurate  and  cost  effec- 
tive manner.  Some  of  these  paralegals  would  be  used  to  respond  to  our  workload 
in  the  merger  area. 

While  the  resources  requested  in  fiscal  year  1997  will  help  the  Division  to  manage 
its  heavy  workload,  it  will  still  leave  the  Division  staffed  at  approximately  150  em- 
ployees below  the  level  it  was  in  1980.  Meanwhile,  the  U.S.  economy  has  more  than 
doubled  in  size,  markets  have  become  increasingly  international,  and  litigation  is 
far  more  complex  and  technologically  advanced. 

The  budget  increase  proposed  for  1997  is  funded  largely  from  filing  fee  revenues 
(due  to  an  increase  in  the  number  of  filings  assumed  as  a  result  of  the  current  and 
predicted  continued  merger  wave).  As  quoted  in  USA  Today  on  March  6,  1996,  a 
survey  by  Deloitte  and  Touche  of  150  executives  of  Fortune  1000  companies  revealed 
that  two-thirds  of  the  companies  surveyed  expected  to  acquire  another  U.S.  business 
during  the  next  year.  Acquisitions  of  American  companies  by  foreign  concerns  is  also 
increasing  substantially,  with  the  Wall  Street  Journal  reporting  that  the  volume  of 
deals  announced  in  the  first  six  months  of  1995  where  the  target  was  a  U.S.  com- 
pany was  up  20  percent  to  an  overall  value  of  $164.4  billion — the  biggest  volume 
of  acquisitions  by  foreign  companies  on  record. 

In  addition  to  the  large  increase  in  the  number  of  mergers,  these  mergers  have 
become  much  more  complex  with  many  involving  "high-tech"  industries  in  which 
technology  is  advancing  at  a  blistering  pace,  and  an  increasing  number  have  signifi- 
cant international  aspects.  This  merger  wave  is  expected  to  continue,  and  the  rami- 
fications will  be  felt  for  generations  to  come,  including  the  future  of  American  busi- 
nesses to  compete  fairly  on  a  level  playing  field,  and  the  ability  of  American  con- 
sumers to  be  able  to  buy  the  best  possible  products  and  services  at  the  lowest  pos- 
sible price. 

ATTACHMENT  3.— U.S.  DEPARTMENT  OF  JUSTICE  COMMODITY  AREAS  BY  LITIGATING  SECTION 

Section  Description  SIC 

C&F  Insurance  carriers,  NEC 639 

C&F  Insurance  agents,  brokers,  and  service 641 

C&F  Holding  offices 671 

C&F  Surety  insurance 635 

C&F  Title  insurance 636 

C&F  Pension,  health,  and  welfare  funds 637 

C&F  Credit  reporting  and  collection  732 

C&F  Computer  and  data  processing  services  737 

C&F  MICS,  amusement,  recreation  services  799 

C&F  Investment  offices  672 

C&F  Trusts  673 

C&F  Miscellaneous  investing  679 

C&F  Fire,  marine,  and  casualty  insurance  633 

C&F  Federal  and  Federal-sponsored  credit 611 

C&F  Personal  credit  institutions  614 

C&F  Business  credit  institutions  615 

C&F  Computer  and  office  equipment  357 

C&F  Central  reserve  depositories 601 
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ATTACHMENT  3.— U.S.  DEPARTMENT  OF  JUSTICE  COMMODITY  AREAS  BY  LITIGATING  SECTION — 
Continued 

Section  Description  SIC 

Functions  closely  related  to  banking  609 

Security  and  commodity  exchanges  623 

Security  and  commodity  services 628 

Life  insurance 631 

Mortgage  bankers  and  brokers  616 

Security  brokers  and  dealers 621 

Commodity  contracts  brokers,  dealers 622 

Hose  and  belting  and  gaskets  and  packing  305 

Hats,  caps,  and  millinery 235 

Miscellaneous  fabricated  textile  products  239 

Fabricated  rubber  products,  NEC 306 

Metal  services,  NEC 347 

Girls'  and  children's  outwear 236 

Chemicals  and  allied  products  " 516 

Broadwoven  fabric  mills,  cotton  221 

Fabricated  structural  metal  products  344 

Fur  goods  237 

Yarn  and  thread  mills  228 

Metals  and  minerals,  except  petroleum 505 

Leather  gloves  and  mittens  315 

Luggage  316 

Glass  and  glassware,  pressed  or  blown 322 

Leather  goods,  NEC  319 

Flat  glass .- 321 

Handbags  and  personal  leather 317 

Women's  and  children's  undergarments 234 

Miscellaneous  textile  goods 229 

Women's  and  misses'  outerwear 233 

Miscellaneous  primary  metal  products  339 

Metal  forgings  and  stamping  346 

Masonry,  stone,  and  plastering 174 

Painting  and  paper  hanging  172 

Roofing,  siding,  and  sheet  metal  work 176 

Plumbing,  heating,  except  highway  ■  171 

Carpentry  and  floor  work 175 

Electrical  work  ; '  173 

Household  furniture  251 

Miscellaneous  furniture  and  fixtures  259 

Office  furniture  252 

Public  building  and  related  furniture  253 

Partitions  and  fixtures 254 

Beverages  208 

Broadwoven  fabric  mills,  manmade  222 

Carpets  and  rugs  227 

Miscellaneous  plastics  products,  NEC  308 

Metal  cans  and  shipping  containers  „ 341 

Cutlery,  handtools,  and  hardware 342 

Textile  finishing,  except  wool  226 

Asphalt  paving  and  roofing  materials 295 

Grain  mills  products 204 

Narrow  fabric  mills 224 

Knitting  mills  225 

Broadwoven  fabric  mills,  wool  223 

Footwear,  except  rubber  314 

Soap,  cleaners,  and  toilet  goods  284 

Electronic  components  and  accessories  367 
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ATTACHMENT  3.— U.S.  DEPARTMENT  OF  JUSTICE  COMMODITY  AREAS  BY  LITIGATING  SECTION- 
Continued 

lection  Description  SIC 

Photographic  equipment  and  supplies  

Plastics  materials  and  synthetics 

Industrial  inorganic  chemical  

Industrial  organic  chemicals 

Miscellaneous  manufactures 

Hospitals 

Costume  jewelry  and  notions  

Paints  and  allied  products 

Watches,  clocks,  watchcases  and  parts 

Industrial  machinery,  NEC 

Miscellaneous  fabricated  metal  products  

Engines  and  turbines  

General  industrial  machinery  

Metal  working  machinery  

Special  industry  machinery  

Farm  and  garden  machinery 

Rubber  and  plastics  footwear 

Tires  and  inner  tubes  

Household  audio  and  video  equipment 

Miscellaneous  chemicals  products 

Agricultural  chemicals 

Iron  and  steel  foundries 

Primary  nonferrous  metals  

Blast  furnace  and  basic  steel  products  

Nonferrous  rolling  and  drawing  

Nonferrous  foundries  (castings)  

Chemical  and  fertilizer  minerals 

Sand  and  gravel  

Clay,  ceramic,  and  refractory  minerals 

Crushed  and  broken  stone  

Nonmetallic  minerals  services  

Miscellaneous  nonmetallic  minerals  

Secondary  nonferrous  metals  

Toys  and  sporting  goods  

Pottery  and  related  products 

Musical  instruments 

Pens,  pencils,  office,  and  art  supplies 

Jewelry,  silverware,  and  plated  ware  

Leather  tanning  and  finishing  

Structural  clay  products  

Miscellaneous  nonmetallic  mineral  products 

Footwear  cut  stock  

Cut  stone  and  stone  products  

Products  of  purchased  glass  

Men's  and  boy's  suits  and  coats 

Commercial  banks  

Savings  institutions 

Miscellaneous  shopping  goods  stores 

Radio,  television,  and  computer  stores  

Credit  unions  

Retail  stores,  NEC  

Men's  and  boys'  clothing  stores  

Nonstore  retailers  

Foreign  bank  and  branches  and  agencies  

Used  merchandise  stores  

Plumbing  and  heating,  except  electric  
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ATTACHMENT  3.— U.S.  DEPARTMENT  OF  JUSTICE  COMMODITY  AREAS  BY  LITIGATING  SECTION — 
Continued 

section  Description  SIC 

Apparel,  piece  goods,  and  sundries 513 

Miscellaneous  general  merchandise  stores  539 

Furniture  and  home  furnishings  502 

Sanitary  services  495 

Concrete,  gypsum  and  plaster  products 327 

Liquor  stores 592 

Cement,  hydraulic 324 

Miscellaneous  durable  goods  509 

Women's  clothing  stores  562 

Miscellaneous  repair  shops  769 

Photographic  studios,  portrait 722 

Miscellaneous  personal  services  729 

Beauty  shops  723 

Laundry,  cleaning  and  garment  services 721 

Reupholstery  services  and  furniture  repair 764 

Electrical  repair  shops  762 

Services  to  buildings  734 

Watch,  clock,  and  jewelry  repair 763 

Barber  shops  724 

Miscellaneous  apparel  and  accessory  stores 569 

Furniture  and  home  furnishings  stores  571 

Women's  accessory  and  specialty  stores 563 

Aircraft  and  parts 372 

Guided  missiles,  space  vehicles,  parts  376 

Shoe  stores  566 

Shoe  repair  and  shoeshine  parlors  725 

Children's  and  infants'  wear  stores  564 

Family  clothing  stores  565 

Variety  stores 533 

Beer,  wine,  and  distilled  beverages 518 

Cigarettes  211 

Chewing  and  smoking  tobacco  213 

Department  stores  531 

Miscellaneous  apparel  and  accessories 238 

Cigars  212 

Men's  and  boy's  furnishings  '. 232 

Advertising  731 

Home  health  care  services 808 

Automotive  dealers,  NEC  754 

Mailings,  reproduction,  stenographic  733 

Hunting,  trapping,  game  propagation  097 

Construction  and  related  machinery 353 

Motor  vehicles  and  equipment 371 

Iron  ores 101 

Cooper  ores 102 

Colleges  and  universities  .„. 822 

Motion  picture  distribution  and  services  782 

Offices  and  clinics  of  dentists 802 

Ferroalloy  ores,  except  vanadium  106 

Motion  picture  theaters  783 

Lead  and  zinc  ores  103 

Commercial  sports 794 

Medical  service  and  health  insurance 632 

Motion  picture  production  and  services 781 

Medical  and  dental  laboratories  807 

Railroad  equipment  374 


23-979    97-3 
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ATTACHMENT  3.— U.S.  DEPARTMENT  OF  JUSTICE  COMMODITY  AREAS  BY  LITIGATING  SECTION — 
Continued 

Section  Description  SIC 

MTF  Ophthalmic  goods 385 

MTF  Miscellaneous  transportation  equipment  379 

MTF  Anthracite  mining  123 

MTF  Taxicabs  412 

MTF  Bus  charter  service  414 

MTF  Commercial  fishing  091 

MTF  Measuring  and  controlling  devices  382 

MTF  Medical  instruments  384 

MTF  Search  and  navigation  equipment  381 

MTF  Motorcycles,  bicycles,  and  parts  375 

MTF  Miscellaneous  metal  ores  109 

MTF  Bituminous  coal  and  lignite  mining  122 

MTF  Greeting  cards  277 

MTF  Printing  trade  services  279 

MTF  Petroleum  refining  291 

MTF  Ship  and  boat  building  and  repairing  373 

MTF  Miscellaneous  petroleum  and  coal  products  299 

MTF  Blankbooks  and  bookbinding  278 

MTF  Local  and  suburban  transportation  411 

MTF  Fish  hatcheries  and  preserves  092 

MTF  Crude  petroleum  and  natural  gas  131 

MTF  Metal  mining  services  108 

MTF  Coal  mining  services  124 

MTF  Drugs  283 

MTF  Crop  services  072 

MTF  Timber  tracts  081 

MTF  Landscape  and  horticultural  services  078 

MTF  Forestry  services  085 

MTF  Animal  services,  except  veterinary 075 

MTF  Veterinary  services 074 

MTF  Farm  labor  and  management  services  076 

MTF  Motorcycle  dealers  557 

MTF  Recreational  vehicle  dealers  556 

MTF  Used  car  dealers  552 

MTF  Petroleum  and  petroleum  products 517 

MTF  Retail  nurseries  and  garden  stores  526 

MTF  Boat  dealers  555 

MTF  General  farms,  primarily  animal  029 

MTF  Livestock,  except  dairy  and  poultry 021 

MTF  Dairy  farms  024 

MTF  Animal  specialties  027 

MTF  Poultry  and  eggs  025 

MTF  Soil  preparation  services  071 

MTF  Horticultural  specialties  018 

MTF  Forest  products  083 

MTF  School  buses 415 

MTF  Bus  terminal  and  services  facilities 417 

MTF  General  farms,  primarily  crop  019 

MTF  Public  warehousing  and  storage 422 

MTF  Trucking  terminal  facilities  423 

MTF  Dimension  stone  141 

MTF  Natural  gas  liquids  132 

MTF  Oil  and  gas  field  services 138 

MTF  Irrigation  systems 497 

MTF  Dairy  products  202 

MTF  Tobacco  stemming  and  redrying 214 
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ATTACHMENT  3— U.S.  DEPARTMENT  OF  JUSTICE  COMMODITY  AREAS  BY  LITIGATING  SECTION — 
Continued 

Section                                                                    Description  SIC 

MTF  Newspapers 271 

MTF  Periodicals  272 

MTF  Books  273 

MTF  Gold  and  silver  ores  104 

MTF  Commercial  printing  275 

MTF  Manifold  business  forms  276 

MTF  Miscellaneous  publishing  274 

MTF  Mobile  home  dealers  527 

MTF  Cash  grains  Oil 

MTF  Water  supply  494 

MTF  Auto  and  home  supply  stores  553 

MTF  New  and  used  car  dealers  551 

MTF  Gasoline  service  stations  554 

MTF  Field  crops,  except  cash  grains  013 

MTF  Automotive  rentals,  NEC 559 

MTF  Motor  vehicles,  parts,  and  supplies 501 

MTF  Steam  and  air-conditioning  supply 496 

MTF  Fruits  and  tree  nuts  017 

MTF  Vegetables  and  melons  016 

MTF  Fuel  dealers  598 

MTF  Grocery  stores  541 

MTF  Candy,  nut,  and  confectionery  stores  544 

MTF  Fruit  and  vegetable  markets  543 

MTF  Machinery,  equipment,  and  supplies  508 

MTF  Hardware,  plumbing  and  heating  equipment  507 

MTF  Electric  goods  506 

MTF  Meat  products 201 

MTF  Preserved  fruits  and  vegetables  203 

MTF  Miscellaneous  special  trade  contractors 179 

MTF  Meat  and  fish  markets 542 

MTF  Lumber  and  other  building  materials  521 

MTF  Miscellaneous  nondurable  goods  519 

MTF  Dairy  products  stores  545 

MTF  Drug  stores  and  proprietary  stores  591 

MTF  Eating  and  drinking  places •   581 

MTF  Household  appliance  stores  572 

MTF  Miscellaneous  food  stores  549 

MTF  Retail  bakeries 546 

MTF  Groceries  and  related  products  514 

MTF  Professional  and  commercial  equipment 504 

MTF  Lumber  and  construction  materials  503 

MTF  Drugs,  proprietaries  and  sundries  512 

MTF  Paper  and  paper  products  511 

MTF  Farm-product  raw  materials  515 

MTF  Millwork,  plywood  and  structural  members  243 

MTF  Wood  buildings  and  mobile  homes  : 245 

MTF  Wood  containers  244 

MTF  Paint,  glass,  and  wallpaper  stores  523 

MTF  Sawmills  and  planning  mills  242 

MTF  Logging  241 

MTF  Paperboard  mills  263 

MTF  Pulp  mills  261 

MTF  Paper  mills  262 

MTF  Miscellaneous  wood  products 249 

MTF  Paperboard  containers  and  boxes  265 

MTF  Miscellaneous  converted  paper  products  267 
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MTF  Miscellaneous  food  and  kindred  products  209 

MTF  Fats  and  oils  207 

MTF  Bakery  products  205 

MTF  Concrete  work  177 

MTF  Water  well  drilling  178 

MTF  Hardware  stores 525 

MTF  Nonresidential  building  construction  154 

MTF  Residential  building  construction  152 

MTF  Operative  builders  153 

MTF  Sugar  and  confectionery  products  206 

MTF  Highway  and  street  construction  161 

MTF  Heavy  construction,  except  highway  162 

MTF  Management  and  public  relations  874 

MTF  Accounts,  auditing,  and  bookkeeping  872 

MTF  Membership  organizations,  NEC 869 

MTF  Professional  organizations 862 

MTF  Labor  organizations  863 

MTF  Research  and  testing  services  873 

MTF  Funeral  service  and  crematories  726 

MTF  Health  and  allied  services,  NEC  809 

MTF  Video  tape  rental  784 

MTF  Engineering  and  architectural  services  871 

MTF  Botanical  and  zoological  gardens  842 

MTF  Producers,  orchestras,  entertainers 792 

MTF  Automotive  dealers,  NEC  751 

MTF  Elementary  and  secondary  schools  821 

MTF  Offices  and  clinics  of  medical  doctors  801 

MTF  Offices  of  osteopathic  physicians  803 

MTF  Automobile  parking 752 

MTF  Offices  of  other  health  practitioners 804 

MTF  Political  organizations  865 

MTF  Religious  organizations  866 

MTF  Civic  and  social  associations  864 

MTF  Personnel  supply  services  736 

MTF  Nursing  and  personal  care  facilities  805 

MTF  Libraries  823 

MTF  Title  abstract  offices  654 

MTF  Ordinance  and  accessories,  NEC  348 

MTF  Real  estate  operators  and  lessors  651 

MTF  Electrical  distribution  equipment 361 

MTF  Screw  machine  products,  bolts,  etc 345 

MTF  Real  estate  agents  and  managers  653 

MTF  Household  appliances 363 

MTF  Membership-basis  organization  hotels  704 

MTF  Electric  lighting  and  wiring  equipment  364 

MTF  Miscellaneous  equipment  rental  and  leasing 735 

MTF  Miscellaneous  electrical  equipment  and  supplies  369 

MTF  Miscellaneous  business  services 738 

MTF  Vocational  schools  824 

MTF  Legal  services  811 

MTF  Bowling  centers  793 

MTF  Dance  studios,  schools,  and  halls  791 

MTF  Schools  and  educational  services,  NEC  829 

MTF  Museums  and  art  galleries  841 

MTF  Camps  and  recreational  vehicle  parks  703 

MTF  Hotels  and  motels  701 
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MTF  Rooming  and  boarding  houses  702 

MTF  Refrigeration  and  service  machinery  358 

MTF  Electrical  industrial  apparatus  362 

MTF  Subdividers  and  developers  655 

TEA  Gas  production  and  distribution  492 

TEA  Pipelines,  except  natural  gas 461 

TEA  Deep  sea  domestic  trans,  of  freight 442 

TEA  Deep  sea  foreign  trans,  of  freight  441 

TEA  Passenger  transportation  arrangement 472 

TEA  Rental  of  railroad  cars  474 

TEA  Freight  transportation  arrangement  473 

TEA  Electric  services 491 

TEA  Miscellaneous  transportation  services  478 

TEA  Airports,  flying  fields,  and  services  458 

TEA  Air  transportation,  nonscheduled  452 

TEA  Water  transportation  of  freight,  NEC  444 

TEA  Water  transportation  services  449 

TEA  Water  transportation  of  passengers 448 

TEA  Railroads 401 

TEA  Freight  trans,  on  the  Great  Lakes 443 

TEA  Intercity  and  rural  bus  transportation  413 

TEA  Air  transportation,  scheduled  451 

TEA  Trucking  and  courier  service,  except  air 421 

TELECOM  Radio  and  television  broadcasting  483 

TELECOM  Communication  service,  NEC  489 

TELECOM  U.S.  Postal  Service  431 

TELECOM  Communications  equipment  366 

TELECOM  Telegraph  and  other  communications 482 

TELECOM  Cable  and  other  pay  TV  services  484 

Note. — As  referenced  in  the  text,  the  San  Francisco  field  office  is  assigned  mergers  based  primarily  on  geographic 
proximity,  not  particular  commodities. 

GRANT  FUNDS 

Question.  With  the  exception  of  the  COPS  program,  it  appears  that  Justice  has 
withheld  grant  funds  from  obligation  even  those  that  were  not  altered  in  any  way 
in  this  last  round  of  negotiations.  Most  funds,  Byrne  grants,  Violence  Against 
Women  grants,  and  Juvenile  Justice  grants  were  withheld  from  obligation.  Please 
explain  why  and  provide  us  with  your  current  timetable  for  release  of  these  funds 
and  any  estimate  of  grant  awards  that  might  be  delayed  until  fiscal  year  1997. 

Answer.  Under  the  continuing  resolutions  that  funded  OJP  through  April  26, 
1996,  only  portions  of  our  programs  were  available  for  obligation.  In  some  cases, 
OJP  decided  that  rather  than  burden  the  applicants  with  more  than  one  application 
process  this  year,  we  would  wait  until  full-year  appropriations  were  available.  This 
decision  was  also  based  on  knowledge  that  many  existing  grantees  would  not  need 
additional  funds  until  later  in  the  fiscal  year  and  that  the  bulk  of  the  regular  award 
process  normally  occurred  later  in  the  fiscal  year.  In  specific  cases  of  hardship,  con- 
tinuation grant  funds  were  made  available,  including  Byrne  formula  funds.  The  fol- 
lowing is  a  program-by-program  status  of  the  1996  grant  award  process.  All  grants 
are  expected  to  be  awarded  by  September  30,  1996.  SCAAP  payments  are  expected 
to  be  made  in  fiscal  year  1997,  due  to  the  reimbursable  nature  of  the  program. 

Byrne  Formula  Grants. — Partial  allocations  went  to  32  States  that  requested  lim- 
ited awards  on  April  30.  Some  funds  were  also  provided  earlier  to  those  States  expe- 
riencing a  funding  emergency.  Applications  were  due  June  20  and  will  be  quickly 
awarded. 

Bureau  of  Justice  Statistics. — During  the  continuing  resolutions,  full  funding  was 
provided  to  State  Analysis  Centers  whose  award  period  were  due. 
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DNA  Identification  Grants. — Applications  have  been  received.  Grants  will  be 
awarded  shortly.  Program  administered  by  NIJ,  in  consultation  with  the  FBI  (who 
is  providing  additional  funds  for  this  program). 

Juvenile  Justice  Program: 

Formula  I  Incentive  I  State  Challenge  Grants. — Tentative  program  allocations  were 
distributed  in  February.  Many  applications  had  been  received  by  May  31.  After  com- 
pliance is  determined,  all  awards  expected  to  be  out  by  June  30. 

Discretionary  and  Gang  (Part  D)  grants. — All  projects  requiring  funds  during  the 
continuing  resolutions  were  provided  continuation  awards.  Other  ongoing  projects 
will  receive  project  funding  end  date.  For  new  grants,  application  kits  will  be  avail- 
able in  June,  with  applications  due  in  August.  All  awards,  both  old  and  new,  are 
expected  to  be  made  by  September  30. 

Court  Appointed  Special  Advocates  (CASA)  I  Training  for  Judicial  Personnel  I  Miss- 
ing Alzheimer's  Patients  Alert  Program. — Partial  awards  were  made  to  CASA  and 
to  the  National  Council  of  Juvenile  and  Family  Court  Judges,  while  operating  under 
Continuing  Resolutions.  The  remaining  annual  funding  will  be  awarded  within  the 
next  2  months.  The  Alzheimer's  program's  funding  end  date  occurs  in  September; 
a  continuation  award  will  be  made  upon  receipt  of  an  application. 

Missing  Children. — Partial  award  was  made  to  the  Center  for  Missing  and  Ex- 
ploited Children  during  the  continuing  resolutions.  Continuation  funds  will  be 
awarded  shortly. 

Mentoring. — The,  guideline,  required  by  statue,  is  expected  to  be  published  in 
June,  with  awards  made  by  September  30. 

Victims  of  Child  Abuse:  Regional  Advocacy  Centers  I  National  Network  of  Chil- 
dren's Advocacy  Centers  I  Local  Advocacy  Centers  I  American  Prosecutors  Research  In- 
stitute.— The  National  Network's  project  funding  end  date  is  in  July;  for  the  rest  of 
these  programs,  it  is  in  September.  Continuation  awards  will  be  made  as  end  dates 
approach  and  applications  are  received. 

BJA  Discretionary  Grants. — All  earmarked  funds  are  expected  to  be  awarded  by 
July.  New  grants  are  also  expected  to  be  awarded  by  July.  The  only  exceptions  are: 
Tribal  Strategies  Against  Violence,  Comprehensive  Communities  Program  and  Eval- 
uation Challenge  grants,  which  will  be  awarded  in  August. 

Regional  Information  Sharing  System. — Partial  awards  were  made  under  the  con- 
tinuing resolutions  as  grant  funding  periods  came  up  for  continuation.  All  projects 
will  be  fully  funded  by  September  30. 

National  White  Collar  Crime  Center. — Partial  awards  were  made  during  the  con- 
tinuing resolutions.  Full  funding  will  be  provided  by  August  1. 

Violence  Against  Women: 

STOP  Grants. — Final  application  date  is  July  1.  Will  turn  awards  around,  on  a 
rolling  basis,  within  30  days  of  receipt  of  application. 

Grants  to  Encourage  Arrest  in  Domestic  Violence  Cases. — Regulations  was  be  pub- 
lished in  the  Federal  Register  on  Monday,  May  13;  a  30  day  comment  period  is  re- 
quired by  law.  Application  kits  will  be  distributed  by  July  1  with  applications  due 
by  August  16.  Awards  out  by  September  30. 

Rural  Domestic  Violence  &  Child  Abuse  Enforcement  Assistance. — Application  kits 
were  out  by  May  16  with  applications  by  June  28.  Awards  out  by  September  30. 

Prison  Grants. — Application  kits  were  out  by  May  17  with  applications  due  June 
through  July  31.  Truth- In-Sentencing  grants  will  be  quickly  awarded.  For  the  Vio- 
lent Offender  Incarceration  part  of  the  program,  first  tier  grants  will  be  quickly 
turned  around.  Determination  of  second  and  third  tier  recipients  will  take  longer 
because  no  grant  can  be  made  until  all  are  in-hand  and  verified;  but  all  grants  are 
expected  to  be  awarded  by  September  30. 

Residential  Substance  Abuse  Treatment  for  State  Prisoners  .—Application  kits  are 
already  out  with  applications  due  July  1.  Grants  will  be  awarded  quickly  upon  re- 
ceipt of  application. 

Drug  Courts. — Application  solicitations  were  out  in  May.  Applications  due  in  July 
with  all  grants  awarded  by  September  30.  The  Attorney  General  has  already  an- 
nounced the  first  $8  million  to  be  awarded.  These  were  qualifying  applications  that 
were  unable  to  be  funded  in  1995. 

SCAAP. — Application  kits  were  out  by  June  21.  Data  is  collected  and  verified  with 
the  INS  before  official  application  is  made  to  BJA.  This  process  with  be  over  for  both 
State  and  local  applicants  in  early  September  and  official  applications  will  then  be 
received  by  BJA.  The  award  process  will  begin  immediately  with  an  application  and 
cost-per-inmate  review  and  will  end  with  announcement  of  awards  on  November  1. 
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National  Criminal  History  Improvement  Program  (NCHIP). — Application  kits 
were  out  by  mid-May,  applications  due  July  1.  Grants  anticipated  to  be  awarded  by 
September  30. 

National  Stalker  and  Domestic  Violence  Reduction. — To  be  administered  as  part 
of  NCHIP. 

Law  Enforcement  Family  Support. — Program  solicitation  by  be  issued  in  early 
June  with  award  of  grants  expected  by  September  30. 

Improved  Training  and  Technical  Automation. — Application  kits  out  by  end  of 
May.  Grants  expected  to  be  awarded  by  September  30. 

Local  Law  Enforcement  Block  Grants. — BJA  is  well  along  in  planning  for  this  pro- 
gram. The  formula  is  very  complex  and  we  are  working  closely  with  BJS  to  deter- 
mine one  that  is  successfully  fulfill  the  intent  of  the  law.  Application  kits,  which 
include  a  one-page  application  form,  were  out  by  June  15  with  applications  due  Au- 
gust 1.  We  will  make  rolling  awards,  with  all  anticipated  to  be  awarded  by  Septem- 
ber 30. 

Question.  Two  new  types  of  grants  were  created  in  Public  Law  104-134,  which 
was  signed  last  week.  We  now  have  a  $503  million  Local  Law  Enforcement  Block 
Grant  and  a  new,  streamlined  Truth-in-Sentencing/Violent  Offender  Incarceration 
Grant  system  to  support  state  and  local  prison  construction.  What  is  the  prognosis 
for  getting  these  funds  "out  the  door"  to  states  and  localities  this  fiscal  year? 

Answer.  BJA  began  discussing  the  possibilities  of  administering  the  local  law  en- 
forcement block  grant  program  before  April  26  and  is  currently  very  far  along  in 
planning  for  this  program.  The  formula  is  complex  and  has  required  intense  analy- 
sis and  modeling.  We  anticipate  one  page  applications  for  localities  and  we  antici- 
pate distributing  application  kits  by  mid-June  within  August  1  deadline.  We  will 
begin  immediately  to  make  these  funds  available  on  a  rolling  basis. 

For  the  Truth-in-Sentencing  (TIS)/Violent  Offender  Incarceration  Grant  program, 
application  kits  were  distributed  by  May  17,  with  applications  due  June  through 
July  31.  TIS  awards  will  be  made  expeditiously  upon  receipt  of  all  applications.  For 
the  Violent  Offender  portion  of  the  program,  first  tier  grants  will  be  quickly  turned 
around.  Determination  of  second  and  third  tier  recipients  will  take  longer  because 
grants  cannot  be  made  until  all  are  in-hand  and  verified;  but  all  grants  are  expected 
to  be  awarded  by  September  30. 

REPROGRAMMING  PROCEDURES 

Question.  The  problems  we  encountered  last  year  with  respect  to  the  INS  Training 
Facility  fiasco  occurred,  in  large  part,  because  INS  chose  to  announce  its  rec- 
ommendations by  press  release,  rather  than  submit  its  recommendations  to  the 
Committee  for  approval.  That  practice  must  come  to  an  end.  Reprogramming  re- 
quests are  formal  requests  from  the  Administration  to  shift  budget  resources  in 
order  to  address  changing  circumstances.  Bipartisan  bicameral  approval  is  required 
for  a  reprogramming  request  to  go  forward.  It  is  difficult  for  the  Committee  to  take 
the  Department's  reprogramming  requests  seriously,  unless  we  have  confidence  that 
you  and  those  who  report  to  you  take  the  reprogramming  process  seriously.  What 
assurances  can  you  give  us  in  this  regard? 

Answer.  The  Department  has  clearly  detailed  reprogramming  procedures  in  the 
1996  Budget  Execution  Call  that  has  been  distributed  to  all  components.  The  spe- 
cific criteria  that  have  been  established  by  the  Judiciary  and  Appropriations  Com- 
mittees to  determine  when  a  reprogramming  notification  must  be  prepared  is  also 
explained  in  this  document.  In  the  cover  letter,  which  accompanied  the  Execution 
Call,  we  emphasized  the  need  to  improve  the  timeliness,  substance  and  validity  of 
such  requests.  The  Appropriations  Committees'  concern  as  to  the  receipt  of  re- 
programming requests  too  close  to  the  end  of  the  fiscal  year  was  also  conveyed. 

In  general,  the  components  have  been  instructed  to  examine  the  need  for  a  re- 
programming notification  early  in  the  year  and  to  provide  initial  notifications  to  the 
Department  60  days  after  the  enactment  of  the  annual  appropriations  act.  For  1996, 
we  have  requested  that  each  component  submit  a  memorandum  indicating  whether 
or  not  a  reprogramming  is  needed  based  on  accounting  data  through  March  31, 
1996,  regardless  of  future  intentions.  That  memorandum  is  to  be  accompanied  by 
a  reprogramming  if  needed. 

The  components  have  been  informed  that  notification  is  required  no  less  than  45 
days  before  the  reprogramming  action  occurs  but  no  later  than  90  days  prior  to  the 
end  of  the  operating  year.  It  is  our  belief  that  strict  adherence  to  these  deadlines 
will  permit  reprogramming  requests  to  be  reviewed  by  the  Department  and  the  Of- 
fice of  Management  and  Budget,  and  provide  enough  time  for  transmittal  to  meet 
the  Congressional  needs. 
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The  situation  involving  the  announcement  of  the  Charlestown  training  facility 
was  unfortunate.  I  can  assure  you  that  I  have  since  required  the  INS  and  all  other 
Department  components  to  consult  with  the  Appropriations  Committees  and  af- 
fected Members  on  issues  such  as  these.  In  no  case  will  press  releases  be  issued 
until  congressional  consultations  have  occurred.  In  fact,  this  situation  has  already 
taken  place.  As  you  know,  INS  consulted  the  Appropriations  Committees  on  the  de- 
ployment of  its  new  1996  positions  prior  to  the  announcement  and  has  also  kept  the 
Congress  informed  on  other  activities  as  well. 

FTE/POSITION  CEILINGS 

Question.  According  to  the  latest  information  provided  by  the  Department,  Justice 
currently  has  on-board  staff  in  excess  of  statutory  ceilings  in  several  areas  including 
the  Associate  Attorney  General's  Office,  the  Office  of  Legislative  Affairs,  and  the 
Community  Relations  Service.  Now  that  the  Fiscal  Year  1996  Department  of  Justice 
Appropriations  Act  has  become  law,  what  actions  do  you  intend  to  take  to  comply 
with  those  legal  requirements? 

Answer.  In  order  to  comply  with  the  directive  in  the  Fiscal  Year  1996  Department 
of  Justice  Appropriations  Act,  the  Office  of  the  Associate  Attorney  General  is 
outplacing  employees  to  other  components  within  the  Department.  To  the  extent 
possible,  the  employees  impacted  by  this  process  are  being  placed  in  a  Department 
component  whose  mission  is  the  same,  or  similar  to,  the  duties  being  performed  by 
the  outplaced  employees. 

The  Office  of  Legislative  Affairs  (OLA)  will  transfer  the  correspondence  function, 
and  the  four  people  associated  with  performing  the  function,  from  OLA  back  to  the 
Justice  Management  Division  (JMD).  The  JMD,  Information  Management  Staff 
(IMS)  is  responsible  for  tracking  and  synthesizing  all  Department  correspondence. 
It  is  the  Department's  intention  to  consolidate  the  correspondence  function  currently 
in  OLA  with  IMS.  The  merging  of  the  two  functions  will  enhance  the  efficiency  and 
effectiveness  of  the  Department's  overall  correspondence  function. 

The  Department  will  soon  forward  a  notification  letter  which  depicts  the  actions 
it  has  taken  concerning  the  Department  Leadership  Program,  in  which  the  Office 
of  the  Associate  Attorney  General  is  located,  and  the  Executive  Support  Program, 
in  which  the  Office  of  Legislative  Affairs  is  located. 

The  1996  Omnibus  Appropriations  Act  reduced  funding  for  the  Conflict  Preven- 
tion and  Resolution  function  of  the  Community  Relations  Service  (CRS)  to  one-half 
the  amount  requested  in  the  President's  Budget.  Although  no  ceiling  on  staffing  lev- 
els accompanied  this  reduction,  the  personnel-intensive  nature  of  this  organization's 
work  requires  a  major  reduction  in  employees  to  function  within  this  funding  level. 
The  Department's  plan  for  downsizing  CRS  is  well  underway  and  on  track  for  ac- 
complishment by  the  end  of  fiscal  year  1996.  On  March  31,  1996,  the  staff  associ- 
ated with  the  Cuban  and  Haitian  Entrant  Program  was  transferred  to  the  Immigra- 
tion and  Naturalization  Service  along  with  the  functional  responsibility  for  manage- 
ment of  this  program  (congressional  Appropriations  and  oversight  committees  were 
notified  and  approved  this  transfer).  The  Department  has  implemented  an  outplace- 
ment program  for  the  remaining  affected  employees,  and  this  program  is  on  sched- 
ule for  completion  of  all  placement  actions  by  June  23,  1996.  We  fully  anticipate 
having  in  place  a  restructured  CRS  organization  by  October  1,  1996. 

CIVIL  RIGHTS  DIVISION 

Question.  You  have  requested  $69.4  million  for  the  Civil  Rights  Division,  up  from 
$62.5  million  appropriated  in  1996.  Please  provide  to  the  Committee  a  description 
of  how  the  Division  prioritizes  handling  of  complaints  received  in  order  to  make  the 
best  possible  use  of  the  resources  provided. 

Answer.  The  Division's  workload  spans  a  broad  spectrum  of  activity,  from  pros- 
ecuting police  misconduct  and  hate  crimes  to  ensuring  that  individuals  have  an 
equal  opportunity  to  participate  in  the  electoral  process.  Because  the  work  of  the 
Division  covers  disparate  subject  matters  and  laws,  each  section  receives  complaints 
and  evaluates  them  to  the  extent  allowed  within  the  available  resources  of  each  Sec- 
tion. Additional  resources  requested  for  fiscal  year  1997  would  go  to  restore  base 
increases,  such  as  pay  raises  and  inflation,  which  were  absorbed  by  the  Division 
over  the  past  several  years.  During  this  same  period,  the  Division  undertook  addi- 
tional responsibilities.  More  importantly,  the  increase  would  add  resources  to  two 
top  priorities  of  the  Division:  prosecuting  police  brutality  and  hate  crimes,  and  in- 
creasing compliance  under  the  Americans  with  Disabilities  Act. 
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Questions  Submitted  by  Senator  Pete  V.  Domenici 

BORDER  PATROL  DEPLOYMENT  PLAN 

Question.  Accompanying  the  President's  budget  request  were  charts  by  the  De- 
partment showing  INS  employment  increasing  from  18,130  positions  in  fiscal  year 
1993  to  25,314  in  fiscal  year  1996.  With  the  additional  personnel  proposed  in  the 
fiscal  year  1997  budget,  INS  positions  would  increase  by  more  than  8,000  over  a 
five-year  period. 

How  many  of  the  INS  positions  are  Border  Patrol  positions,  and  would  you  pro- 
vide the  Subcommittee  with  a  breakdown  of  the  number  of  Border  Patrol  agents 
funded,  the  number  trained  and  deployed,  and  where  those  deployments  took  place 
by  region  and  state? 

Answer.  See  chart  below. 

Fiscal  year — 


1993  1996 


INS  positions 18,130  25,314 

Border  Patrol  positions 4,863  l  7,193 

Border  Patrol  agents  end-of-year  on-board  3,965  2  5,678 

3  5,253 

Border  Patrol  agents  trained  and  deployed  94  4  477 

'Agents  and  support. 

2  Planned. 

3  FTP  as  of  April  27,  1996. 

4  Graduated  (405  In  training).  As  of  May  10,  1996.  This  includes  trainees  who  started  their  classes  toward  the  end  of 
fiscal  year  1995  as  well  as  those  who  started  in  fiscal  year  1996. 


DEPLOYMENTS  BY  STATE  AND  REGION 


Fiscal  year- 


1993 

1994 

1995 

1996' 

6 

128 
229 

226 

45 
4 

300 

378 

21 
322 

38 

39 

50 

58 

Arizona  (Western) 

California  (Western)  .. 

Florida  (Eastern)  

New  Mexico  (Central) 
Texas  (Central)  


Total  94  350  700  700 

'These  figures  represent  the  planned  deployment  of  fiscal  year  1996  new  agent  positions,  but  do  not  reflect  the  de- 
ployment of  100  Border  Patrol  agents  to  be  trained  in  fiscal  year  1997  and  the  redeployment  of  200  interior  Border  Patrol 
agents. 

Question.  We  have  had  this  conversation  during  past  hearings,  and  I  want  to  reit- 
erate my  request  that  the  Department  of  Justice,  and  especially  INS  not  focus  these 
significant  resources  only  on  the  big  states  of  Texas  and  California.  There  are  con- 
tinuing increases  in  illegal  traffic  across  the  borders  in  New  Mexico  and  Arizona  as 
well  that  must  be  addressed. 

Have  you  reviewed  the  proposed  INS  implementation  plan,  and  has  it  received 
your  approval?  Do  you  think  the  plan  is  balanced  in  its  approach  to  the  problems 
along  the  border? 

Answer.  The  proposed  INS  implementation  plan  for  the  Border  Patrol  will  not  be 
finalized  for  Department  review  until  Congress  approves  the  redeployment  plan  for 
relocation  of  200  interior  Border  Patrol  agents.  The  INS  has  already  had  prelimi- 
nary discussions  with  House  and  Senate  Appropriations  Staff,  and  presented  the  re- 
deployment plan  to  the  Appropriations  Committees  on  May  17.  Follow-up  discus- 
sions on  the  redeployment  plan  also  took  place  during  the  week  of  May  20. 

The  INS  implementation  plan  for  deployment  of  new  Border  Patrol  agent  posi- 
tions received  in  fiscal  year  1996  is  based  on  the  National  Border  Control  Strategy 
for  gaining  control  of  illegal  entries  on  the  southern  border.  The  plan  is  balanced 
in  that  resources  are  being  directed  first  to  the  areas  experiencing  the  largest  num- 
bers of  illegal  entries  in  order  to  prevent  and  deter  repeated  illegal  entry  attempts 
between  the  ports  of  entry.  As  border  control  is  gained  in  those  high  risk  areas,  ad- 
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ditional  resources  are  then  directed  to  areas  with  fewer  illegal  entries  but  with  the 
potential  for  new  traffic  shifting  into  these  areas.  Arizona  and  New  Mexico  are  two 
states  which  are  expected  to  encounter  this  shift  and  additional  agents  have  been 
and  will  continue  to  be  assigned  to  stations  in  these  states. 

Question.  In  the  preliminary  implementation  plan  for  the  additional  agents  fund- 
ed in  the  1996  bill,  I  was  advised  that  New  Mexico  would  be  targeted  with  addi- 
tional personnel — at  least  23  new  Border  Patrol  agents  out  of  the  700  that  will  be 
deployed  this  year,  plus  and  additional  9  INS  personnel  for  a  total  of  32  new  person- 
nel out  of  new  positions  funded. 

Ms.  Reno,  is  this  deployment  for  New  Mexico  in  the  current  deployment  plan  of 
INS  for  the  Border  Patrol? 

Answer.  During  our  original  consultations  with  Congress,  we  indicated  that  23 
Border  Patrol  agents  would  be  deployed  to  New  Mexico.  Since  the  time  of  the  origi- 
nal fiscal  year  1996  rollout,  the  Border  Patrol  has  reallocated  15  more  agents  from 
elsewhere  in  the  El  Paso  Sector  to  New  Mexico,  bringing  the  planned  fiscal  year 
1996  deployment  total  in  New  Mexico  to  38  agents.  The  deployment  plan  of  other 
personnel  to  New  Mexico  has  changed  as  well,  from  9  to  3.  The  other  6  will  remain 
in  the  El  Paso  Office.  However,  these  changes  result  in  an  increase  in  additional 
personnel  deployed  from  32  in  the  original  rollout  to  the  present  allocation  of  41, 
which  is  an  overall  increase  of  9  new  personnel  for  New  Mexico. 

Question.  What  is  the  INS  rationale  for  this  level  of  personnel  for  New  Mexico 
out  of  the  700  new  agents  and  additional  INS  positions  that  are  funded  for  fiscal 
year  1996?  Do  you  think  the  plan  treats  New  Mexico  fairly? 

Answer.  The  rationale  for  the  deployment  of  all  Border  Patrol  agents  is  based  on 
the  National  Border  Control  Strategy  for  the  placement  of  border  control  resources. 
The  strategy  targets  resources  in  those  areas  experiencing  the  highest  levels  of  ille- 
gal alien  entry  attempts  in  order  to  gain  control  of  Phase  I  areas  before  preceding 
to  the  next  phase.  As  part  of  the  Phase  I  deployment,  the  El  Paso  Sector  is  continu- 
ing to  experience  its  success  with  the  Hold-the-Line  operations  in  that  area.  The 
INS  is  closely  monitoring  this  area  for  signs  of  illegal  alien  traffic  shifting  from 
West  Texas  into  New  Mexico.  The  El  Paso  Border  Patrol  Sector  Headquarters, 
which  includes  the  State  of  New  Mexico,  has  already  begun  a  buildup  of  staffing 
to  cover  the  Santa  Theresa,  New  Mexico,  border  area  and  has  already  hired  addi- 
tional agents  in  fiscal  year  1996  for  several  of  the  other  stations  in  New  Mexico. 
The  deployment  of  resources  is  a  challenging  task  requiring  constant  adjustments 
to  counter  the  changing  conditions  along  the  border.  The  Service  attempts  to  treat 
all  states  fairly  in  the  assignment  of  Border  Patrol  resources  along  the  entire  south- 
ern border. 

Question.  Were  this  deployment  to  be  completed,  how  many  Border  Patrol  agents 
and  INS  personnel  would  be  serving  in  New  Mexico,  and  where  would  these  people 
be  deployed? 

Answer.  The  INS  staff  authorized  for  all  offices  within  New  Mexico  in  1996,  totals 
397  positions.  Of  the  397  positions,  371  (357  Border  Patrol  agents  and  14  support) 
are  in  the  Border  Patrol  Program  and  26  are  located  in  6  other  program  functions. 
The  attached  chart  provides  the  fiscal  year  1996  base  and  enhancement  staffing  lev- 
els by  location. 

Also,  at  the  end  of  April,  there  were  328  Border  Patrol  agents  on-board  within 
New  Mexico  jurisdictions. 

Location  Agents  Support  Total 

Border  Patrol  program: 

Alamogordo 

Albuquerque  

Carlsbad 

Deming  

Silver  City 

Las  Cruces  

Lordsburg  

Santa  Theresa  

Truth  or  Consequences  

Total  

All  other  programs: 

Albuquerque  Suboffice  


53 

2 

55 

6 

1 

7 

10  .... 

10 

64 

3 

67 

2  .... 

2 

93 

5 

98 

33 

1 

34 

80 

1 

81 

16 

1 

17 

357 

14 

'371 

71 


Agents  Support 


Deming  Station  1     1 

Las  Cruces  Stations 4    4 

Total  21  5  226 

'Total  includes  fiscal  year  1996  enhancement  of  38  Border  Patrol  agents. 
2  Total  includes  fiscal  year  1996  enhancement  of  3  other  personnel. 

Question.  Could  you  justify  this  allocation  based  upon  caseload  factors,  area  to  be 
covered,  etc.  and  provide  that  information  for  the  hearing  record? 

Answer.  The  allocation  of  personnel  to  areas  shown  above  are  based  on  a  numer- 
ous operational  factors  including  the  miles  of  border,  border  terrain,  distance  to 
major  cities  on  both  sides  of  the  border,  area  industry  and  commerce  profiles,  trans- 
portation centers,  railroad  and  highway  networks  and  historical  border  crossing 
trends.  All  of  these  factors  (and  more)  are  evaluated  by  the  field  managers  in  the 
placement  and  number  of  personnel  needed  to  perform  the  mission  of  the  Border 
Patrol. 

Question.  Are  you  confident  that  INS  will  implement  this  plan  as  developed  in 
consultation  with  the  appropriate  committees  of  the  Congress? 

Answer.  Yes,  INS  will  implement  its  plans  as  developed  in  consultation  with  the 
committees  of  Congress.  In  fact,  the  Congress  was  briefed  by  INS  on  the  deployment 
plan  for  agents  and  inspectors  on  January  19,  1996.  If  unforeseen  changes  to  the 
plans  are  required,  INS  will  consult  with  the  committees  of  Congress  on  those  is- 
sues necessitating  changes  to  the  plan. 

REDEPLOYMENT  OF  BORDER  PATROL  AGENTS 

Question.  Ms.  Reno,  as  part  of  our  action  on  the  1996  Commerce,  Justice,  State 
and  Judiciary  Appropriations  bill,  Congress  assumed  the  redeployment  of  200  Bor- 
der Patrol  agents  from  interior  offices  to  the  border.  I  think  the  rationale  is  valid 
in  that  Border  Patrol  agents  are  highly  trained  law  enforcement  personnel  who 
should  be  doing  the  job  they  are  trained  to  do.  What  has  concerned  me  all  along 
is  that  we  take  a  good  hard  look  at  exactly  what  work  these  Border  Patrol  agents 
are  carrying  out.  If  this  work  is  consistent  with  their  mission  and  their  training, 
and  it  is  making  a  contribution  to  the  overall  law  enforcement  presence,  I  believe 
they  ought  to  continue  to  staff  these  interior  offices. 

This  issue  was  addressed  at  my  urging  in  the  conference  report  accompanying  the 
Omnibus  Consolidated  Rescissions  and  Appropriations  Act  for  Fiscal  Year  1996.  The 
conferees  included  report  language  directing  INS  to  review  the  work  of  these  Border 
Patrol  agents  in  interior  offices  and  report  back  to  Congress  by  May  15. 

Does  the  Department  intend  to  give  this  situation  its  serious  review  and  provide 
the  Subcommittee  with  recommendations  on  the  appropriate  staffing  levels  for  inte- 
rior offices  such  as  those  in  Albuquerque  and  Carlsbad,  New  Mexico? 

Answer.  As  you  know,  the  redeployment  of  the  agents  from  Albuquerque  and 
Carlsbad  are  part  of  a  major  INS  action  in  which  a  total  of  200  Border  Patrol  agents 
are  being  shifted  from  interior  locations  across  the  country  to  the  immediate  south- 
west border.  This  is  being  done  in  conjunction  with,  and  as  a  direct  result  of,  the 
successes  achieved  by  such  recent  initiatives  as  Operation  Gatekeeper  and  Oper- 
ation Hold-The-Line.  A  total  of  $12,000,000  was  provided  in  fiscal  year  1996  appro- 
priations to  support  the  relocation  costs  of  the  200  agent  redeployment. 

In  no  case  will  INS  abandon  any  location  presently  staffed  by  Border  Patrol 
agents  subject  to  the  redeployment.  The  INS  presence  will  continue  with  the  assign- 
ment of  other  immigration  agents  and  investigators.  Congressional  action  has  en- 
sured that  essential  immigration  functions  will  continue  to  be  performed  by  provid- 
ing funding  and  authorization  for  additional  interior  enforcement  positions  to  re- 
place the  redeployed  Border  Patrol  agent  positions. 

The  Conference  Report  accompanying  the  Fiscal  Year  1996  Omnibus  Consolidated 
Rescissions  and  Appropriations  Act  for  fiscal  year  1996  directs  INS  to  adjust  any 
preliminary  plans  to  realign  Border  Patrol  agent  positions  to  address  the  need  to 
continue  the  functions  and  activities  at  the  levels  at  those  interior  stations  required 
by  uniformed  Border  Patrol  agents.  Based  on  the  latest  language  in  the  fiscal  year 
1996  Appropriations  Conference  Report,  INS  has  had  to  rethink  and  reevaluate 
where  the  200  interior  Border  Patrol  agents  for  redeployment  are  located. 

INS  has  already  had  preliminary  discussions  with  House  and  Senate  Appropria- 
tions staff,  and  presented  the  redeployment  plan  to  the  House  and  Senate  Appro- 
priations Committees  on  May  17,  1996.  Follow-up  discussions  on  the  redeployment 
plan  also  took  place  during  the  week  of  May  20. 
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Question.  I  have  been  in  touch  with  the  law  enforcement  personnel  in  both  Albu- 
querque and  Carlsbad,  and  I  can  tell  you  Ms.  Reno,  that  these  Border  Patrol  agents 
play  a  key  role  in  law  enforcement  efforts  relating  to  immigration  and  illegal  drug 
trafficking. 

Albuquerque. — For  example,  there  are  8  Border  Patrol  agents  in  Albuquerque  that 
could  be  affected  by  the  redeployment  plan.  They  serve  with  8  INS  personnel.  In 
the  nine  years  the  Border  Patrol  has  been  in  Albuquerque,  they  have  been  ex- 
tremely important  and  effective  in  assisting  with  various  law  enforcement  tasks 
without  duplicating  the  work  of  the  INS. 

The  Border  Patrol  has  checked  trains  for  illegal  immigrants  and  drug  traffic, 
worked  with  INS  to  incarcerate  illegal  immigrants,  and  to  remove  them  from  jails 
for  further  processing  by  INS.  These  agents  support  INS  personnel  in  their  inves- 
tigations and  provide  the  armed  presence  to  help  carry  these  investigations  through 
to  arrests  where  warranted. 

For  example,  I've  heard  from  officials  at  the  Santa  Fe  Railroad  and  on  this  rail 
line  in  1995  alone,  3,906  undocumented  immigrants  were  apprehended  trying  to 
come  into  the  U.S.  The  Railroad  estimates  that  for  every  one  immigrant  appre- 
hended there  are  50  that  go  undetected.  The  Railroad  expects  to  apprehend  at  least 
5,000  illegal  immigrants  this  year,  and  they  depend  on  the  Border  Patrol  to  deport 
these  people. 

Carlsbad. — Carlsbad  is  a  little  different  situation  as  far  as  staffing  goes,  but  the 
Border  Patrol  presence  is  critical  just  the  same.  We  have  10  Border  Patrol  agents 
in  Carlsbad,  but  no  specific  INS  presence.  I  believe  we  need  both  in  Carlsbad. 

I  recently  spoke  with  the  Sheriff  of  Eddy  County,  Eddie  Carrasco.  I  asked  him 
for  some  information  about  the  collaboration  of  his  Department  with  the  Border  Pa- 
trol. For  just  narcotics,  the  Border  Patrol  has  seized  644  pounds  of  marijuana,  13 
ounces  of  cocaine  and  1  quart  of  PCP  with  a  street  value  of  more  than  $2.5  million 
in  36  seizures  from  bus  terminals.  The  Border  Patrol  has  interdicted  another  2,877 
pounds  of  marijuana  with  an  estimated  street  value  of  more  than  $5.5  million  in 
seizures  from  17  vehicles.  These  seizures  are  in  Carlsbad,  New  Mexico,  over  the 
past  8-9  years.  This  is  significant! 

The  Police  Department  in  Farmington  has  had  similar  assistance  from  the  Border 
Patrol,  especially  in  building  narcotics  cases  where  the  Border  Patrol  agents  can  go 
after  the  source  of  the  illegal  drugs  rather  than  spend  taxpayer  resources  on  build- 
ing long  and  expensive  cases  against  those  who  purvey  the  illegal  drugs.  The  Border 
Patrol  also  makes  periodic  "sweeps"  to  interdict  illegal  immigrants  who  make  it  past 
the  border,  which  greatly  assists  the  community. 

Ms.  Reno,  I  believe  this  story  is  compelling.  Do  you  believe  there  is  a  valid  role 
for  the  Border  Patrol  in  some  of  our  interior  cities?  What  do  you  see  that  role  to 
be? 

Answer.  The  Border  Patrol's  primary  mission  continues  to  be  to  prevent,  deter 
and  apprehend  any  illegal  entrants  crossing  the  border  between  the  ports  of  entry, 
including  the  smuggling  of  people  and  contraband.  However,  the  INS  recognizes 
that  a  strategy  of  prevention  through  deterrence  requires  an  effective  interior  en- 
forcement program,  which  will  locate  and  remove  those  persons  who  evade  appre- 
hension at  the  border  and  seek  to  illegally  remain  within  the  United  States.  The 
Border  Patrol  has  a  long,  distinguished  history  of  performing  this  role  within  the 
interior,  which  has  undoubtedly  had  a  positive  impact  on  many  cities  and  commu- 
nities where  the  Patrol  has  served  over  the  years.  The  INS  is  committed  to  the  de- 
ployment of  Border  Patrol  resources  to  any  area  of  the  country  which  will  best  fulfill 
the  national  interest  of  maintaining  the  sovereignty  of  our  borders.  The  INS  will 
continue  to  pursue  the  most  effective  avenues  available  for  reducing  and  deterring 
illegal  immigration  in  order  to  foster  the  legal  immigration  of  people  into  this  coun- 
try. 

Question.  In  New  Mexico,  I  have  a  situation  where  the  Border  Patrol  and  INS 
work  well  together  (Albuquerque),  and  where  the  Border  Patrol  has  no  INS  counter- 
part (Carlsbad).  In  general,  has  the  dual  presence  been  successful  where  tried  and 
in  what  ways? 

Answer.  The  Border  Patrol  is  a  component  within  the  INS.  Therefore,  anywhere 
the  Border  Patrol  is  located  the  INS  has  a  presence.  In  a  number  of  locations,  the 
Border  Patrol  and  Investigations  (another  INS  component)  work  together  perform- 
ing various  immigration  enforcement  functions  throughout  the  surrounding  area. 
The  dual  presence  exists  for  a  number  of  reasons  including  type  of  work  performed, 
workload,  mission  and  objectives,  and  availability  of  personnel.  The  Border  Patrol 
and  Investigations  programs  have  worked  together  successfully  in  the  identification 
and  removal  of  criminal  aliens  from  the  United  States,  identification  of  smuggling 
drop  houses  resulting  in  arrest  and  prosecution  of  alien  smugglers,  and  the  enforce- 
ment of  employer  sanctions  against  employers  hiring  undocumented  workers  in  the 
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United  States.  The  Border  Patrol  and  other  INS  components  will  continue  to  work 
together  in  many  areas  where  it  is  deemed  essential  to  the  effective  enforcement 
of  our  nation's  immigration  laws. 

Question.  Madame  Attorney  General,  can  you  assure  this  Subcommittee  that  you 
will  take  a  critical  look  at  the  interior  offices  and  the  staffing  and  workload  require- 
ments to  ensure  that  the  personnel  we  need  will  be  on  site  to  do  the  work  that 
should  be  done? 

Answer.  INS  has  been  reviewing  the  interior  offices  deployment  plan  based  on  the 
on-going  consultations  with  the  appropriate  committees  of  the  Congress.  The  review 
is  intended  to  ensure  Congress  that  INS  will  provide  the  staffing  required  to  per- 
form the  functions  vital  to  the  overall  enforcement  of  the  Immigration  and  National- 
ity Act.  The  redeployment  plan  for  relocation  of  interior  Border  Patrol  agents  was 
presented  to  the  House  and  Senate  Appropriations  Committees  on  May  17.  Follow- 
up  discussions  on  the  redeployment  plan  also  took  place  during  the  week  of  May 
20. 

Question.  For  example,  the  Sheriff  of  Quay  County,  Larry  Hines,  has  some  legiti- 
mate concerns  about  the  original  proposal  to  replace  all  Border  Patrol  agents  with 
INS  investigators.  He  doesn't  expect  INS  investigators  to  be  able  to  work  the  trains, 
make  traffic  stops,  or  check  commercial  buses  for  illegal  immigrants.  He  fears  that 
without  the  Border  Patrol  carrying  out  these  function,  there  will  be  a  real  increase 
in  crimes,  including  violent  crimes. 

My  impression  is  that  this  is  a  two-way  street  in  that  there  are  requirements  for 
INS  personnel  who  have  the  proper  training  and  authority  to  do  work  where  the 
Border  Patrol  cannot,  and  vice  versa.  I  would  simply  ask  you  for  an  honest  assess- 
ment of  what  these  workload  and  staff  requirements  are.  Can  you,  working  with 
INS,  provide  that  to  the  Congress  as  requested? 

Answer.  All  INS  officers  have  the  authority  and  training  necessary  to  enforce  the 
laws  of  the  Immigration  and  Nationality  Act.  Each  different  type  of  INS  officer  (Bor- 
der Patrol  agent,  Special  Agent,  Immigration  Inspector,  Deportation  officer,  etc.)  has 
a  specific  mission  or  charter  for  the  enforcement  of  the  Immigration  and  Nationality 
Act.  Every  officer  is  trained  to  perform  the  specific  tasks  associated  with  fulfilling 
the  mission  of  the  INS,  for  which  the  officer  has  been  selected  to  perform.  The  INS 
will  provide  the  Congress  with  its  assessment  when  it  presents  the  redeployment 
plan  to  the  Appropriations  Committees  on  May  17. 

REAUTHORIZATION  OF  THE  JUVENILE  JUSTICE  AND  DELINQUENCY  PREVENTION  ACT 

Question.  The  Juvenile  Justice  and  Delinquency  Prevention  Act  of  1974  will  ex- 
pire in  September  of  this  year  if  not  reauthorized  by  Congress.  (1)  The  House  and 
Senate  Judiciary  Committees  are  hard  at  work  on  reauthorizing  the  Juvenile  Jus- 
tice Act.  Will  we  see  a  reauthorization  proposal  forthcoming  from  the  Administra- 
tion? Will  you  propose  major  changes  in  the  Act?  (2)  How  should  the  Juvenile  Jus- 
tice Act  be  amended  so  that  States  can  deal  more  effectively  with  the  increasing 
numbers  of  violent  repeat  juvenile  offenders? 

Answer.  The  Office  of  Juvenile  Justice  and  Delinquency  Prevention  (OJJDP)  is 
considering  a  series  of  regulatory  changes  to  the  Formula  Grants  Program  and  pro- 
posed statutory  changes  to  the  Juvenile  Justice  and  Delinquency  Prevention  Act  de- 
signed to  balance  the  need  for  flexibility  for  state  and  local  governments  with  pro- 
tecting the  interests  of  juveniles.  These  changes — a  product  of  a  broad-based  effort 
to  solicit  feedback  from  the  field — will  enhance  state  and  local  participation  in  pro- 
grams authorized  under  the  Juvenile  Justice  and  Delinquency  Prevention  Act  of 
1974,  as  amended  (42  U.S.C.  5601  et.  seq). 

The  proposed  regulatory  changes  being  considered  are  designed  to  provide  imme- 
diate flexibility  and  increased  latitude  to  states  and  local  jurisdictions  participating 
in  the  JJDP  Act.  The  first  such  change  would  promote  greater  flexibility  in  state 
and  local  efforts  to  detain  accused  and  adjudicated  delinquents.  OJJDP  would  pro- 
pose to  eliminate  the  current  requirement  of  a  needs-based  analysis  before  a  juris- 
diction can  establish  juvenile  facilities  located  in  the  same  building  or  on  the  same 
grounds  as  an  adult  jail  or  lockup  facility.  Moreover,  the  office  would  eliminate  the 
requirement  that  jurisdictions  establishing  collocated  facilities  obtain  OJJDP's  prior 
concurrence  with  state  agency  approval. 

A  second  OJJDP  proposal  would  be  designed  to  ease  restrictions  on  haphazard  or 
accidental  contact  between  juvenile  and  adults  in  non-residential  areas  of  secure  fa- 
cilities. This  regulatory  change  would  also  permit  time-phased  use  of  common  areas 
in  collocated  facilities.  In  addition,  OJJDP  would  extend  the  6-hour  hold  exception 
for  juveniles  held  in  secure  custody  in  a  jail  or  lock-up  to  include  holding  such  juve- 
niles immediately  prior  to  or  after  a  court  appearance. 
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Another  OJJDP  proposed  change  would  grant  states  and  localities  the  flexibility, 
where  authorized  by  the  state  law,  to  place  adjudicated  delinquents  in  facilities  with 
incarcerated  adults  once  juveniles  reach  the  age  of  criminal  responsibility.  Further, 
OJJDP  proposes  to  expressly  authorize  state  and  local  jurisdictions  to  meet  unique 
processing  and  transportation  needs  by  authorizing  the  detention  of  status  offenders 
for  up  to  24-hours,  exclusive  of  weekends  and  holidays,  prior  to  and  initial  court  ap- 
pearance and  for  a  similar  period  following  an  initial  court  proceeding. 

To  provide  further  regulatory  relief  to  rural  communities  and  states,  OJJDP  in- 
tends to  eliminate  the  requirement  that  monitoring  reports  document  specific  cir- 
cumstances surrounding  each  use  of  the  statutory  weather,  distance  and  travel  ex- 
ceptions to  the  24-hour  period,  exclusive  of  weekends  and  holidays,  within  which 
qualifying  rural  areas  must  remove  alleged  delinquent  juveniles  from  an  adult  jail 
or  lock-up. 

The  statutory  proposals,  subject  to  internal  DOJ  and  OMB  review,  would  simplify 
the  Act,  increase  flexibility  and  enhance  programs  that  address  juvenile  violence. 
Over  the  past  four  years,  juvenile  access  to  firearms  and  illegal  drugs  has  soared 
in  communities  across  the  nation.  Therefore,  OJJDP  is  considering  the  possible  rec- 
ommendations to  help  communities  address  the  dramatic  surge  in  youth  violence  in- 
extricably linked  to  gangs,  guns  and  drugs.  Likewise,  the  need  for  additional  juve- 
nile detention  and  corrections  programs  and  facilities  to  ensure  the  availability  of 
sanctions  for  violent  juveniles  may  necessitate  a  redrafting  and  broadening  of  some 
programs. 

Also,  certain  amendments  to  the  core  requirements  of  the  Formula  Grants  pro- 
gram are  needed  in  order  to  grant  states  and  localities  added  administrative  flexibil- 
ity. With  respect  to  the  deinstitutionalization  of  status  offenders,  for  example,  con- 
cern has  been  expressed  over  statutory  barriers  to  the  judicial  sanctioning  of  juve- 
niles for  violating  valid  court  orders.  In  order  to  streamline  and  improve  the  valid 
court  order  enforcement  process,  OJJDP  recommends  that  juvenile  court  judges  be 
authorized  to  use  standard  court  processes  in  handling  valid  court  order  violations. 

To  address  the  special  concerns  of  rural  jurisdictions  with  budgetary  constraints, 
the  Department  is  considering  several  modifications  to  the  core  requirement  of  sight 
and  sound  separation  of  juvenile  offenders  from  adult  criminals.  These  modifications 
include  explicit  authorization  in  the  statute  under  certain  circumstances  for  (1)  the 
use  of  collocated  facilities,  (2)  the  use  of  shared  staff  in  collocated  facilities,  and  (3) 
allowance  for  haphazard  or  accidental  contact  between  accused  or  adjudicated 
delinquents  and  adult  offenders  in  secure  facilities. 

With  respect  to  the  core  requirement  of  jail  removal,  OJJDP  proposes  to  grant 
rural  jurisdictions  additional  leeway  in  detaining  juveniles  in  jails  or  lock-ups  by  ex- 
tending the  temporary  hold  exception  of  24  hours  to  48  hours,  excluding  weekends 
and  holidays.  And  in  terms  of  all  four  core  requirements,  OJJDP  recommends  an 
amendment  to  ensure  state  participation  in  the  Formula  Grants  Program  by  modify- 
ing the  funding  linkage  to  compliance  with  the  requirements.  Additionally,  OJJDP 
proposes  to  modify  the  composition  and  selection  of  State  Advisory  Group  members 
to  provide  Governors  greater  flexibility  in  making  appointments. 

In  summary,  OJJDP  and  the  Department  are  solidly  committed  to  working  with 
Congress  to  ensure  that  the  Act  can  flexibly  meet  the  needs  of  states  and  local- 
ities— and  at  the  same  time  serve  as  an  effective  means  of  addressing  the  deeply 
troubling  problem  of  youth  violence  facing  jurisdictions  across  the  country. 

administration's  new  drug  control  strategy 

Question.  The  President  announced  the  Administration's  new  drug  control  strat- 
egy this  week  in  Miami.  According  to  the  President,  the  plan  has  five  goals:  (1)  to 
get  young  people  to  reject  drugs;  (2)  to  use  effective  treatment  and  prevention;  (3) 
to  stop  drugs  at  the  border;  (4)  to  break  up  sources  of  supply;  and  (5)  to  reduce  so- 
cial and  economic  costs  associated  with  drug  abuse. 

What  ubout  the  President's  "new"  strategy,  is  it  different  from  past  drug  control 
efforts?  Are  these  not  the  same  general  goals  found  in  every  anti-drug  strategy? 

Answer.  The  Office  of  National  Drug  Control  Policy  (ONDCP)  prepares  and  pub- 
lishes a  national  drug  control  strategy  each  year  as  a  collective  American  effort  to 
reduce  illegal  drug  use  and  its  consequences  in  America.  The  Administration  recog- 
nizes that  to  resolve  the  drug  problem  resources  must  be  adequately  provided,  but 
that  the  strategy  must  be  balanced  between  enforcement  and  treatment  programs. 

The  1996  National  Drug  Control  Strategy  includes  several  important  changes: 
Consolidates  the  number  of  strategy  goals  to  five  succinctly  articulated  goals  that 
are  less  ambiguous;  and  identifies  objectives  for  each  goal  that  are  effective  from 
a  performance  measurement  perspective. 
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Establishes  for  the  first  time  a  long-term  planning  commitment  to  ensure  that  re- 
sources and  programs  are  brought  to  bear  against  the  drug  problem  in  the  most  effi- 
cient manner  possible. 

The  Administration  has  been  steadfast  in  maintaining  a  balanced  drug  control 
strategy  for  the  last  four  years.  The  percent  of  the  drug  control  budget  allocated  to 
domestic  law  enforcement,  interdiction,  international  programs  and  demand  reduc- 
tion programs  between  1994  and  1997  has  been  relatively  constant  as  the  drug  con- 
trol budgets  have  grown  significantly  during  this  period.  The  drug  problems  facing 
this  nation  are  significant,  but  the  only  way  to  resolve  them  is  to  be  steadfast  in 
holding  to  a  balanced  and  well-funded  strategy.  We  continue  to  update  our  anti-drug 
effort  to  combat  emerging  problems,  as  illustrated  by  our  National  Methamphet- 
amine  Strategy. 

Question.  Many,  including  members  of  the  President's  own  party,  believe  that  the 
Administration  truly  has  failed  to  focus  on  the  extent  of  the  drug  problem  in  this 
country,  particularly  among  our  youth.  What  does  the  Administration  see  as  the  top 
priority  for  law  enforcement  in  reducing  the  illegal  drug  trade  and  drug  use  by  chil- 
dren? 

Answer.  Protecting  America's  youth  is  also  a  top  priority.  The  1996  National  Drug 
Control  Strategy  places  a  high  priority  on  providing  parents  and  communities  with 
the  resources  to  target  youth  and  persuade  them  not  to  use  drugs.  This  recognizes 
the  family  as  the  first  and  most  important  line  of  defense  against  drug  use  and 
other  high-risk  behaviors. 

The  1996  National  Drug  Control  Strategy  identifies  and  supports  initiatives  that 
will  act  to  reverse  the  weakening  of  youths'  attitudes  toward  illegal  drug  use,  in- 
cluding: 

$83  million  for  the  Administration  for  Families  and  Children  Program  targeting 
at-risk  youth,  including  runaway  and  homeless  youth,  and  youth  gangs; 

$540  million  for  the  Safe  and  Drug  Free  Schools  and  Communities  Program  serv- 
ing 40  million  students  in  97  percent  of  the  Nation's  school  districts;  and 

$371  million  for  the  Substance  Abuse  and  Mental  Health  Services  Administration 
Program  to  build  coalitions  of  parents,  schools,  religious  institutions,  public  housing, 
business,  organized  labor,  industry,  government,  and  professionals  in  America's 
communities  to  develop  and  maintain  long-term  prevention  strategies. 

Question.  Does  the  Administration  believe  that  early  anti-drug  message  cam- 
paigns like  the  "DARE"  program,  or  "Just  Say  No",  are  effective  to  prevent  drug  use 
by  children?  If  so,  does  the  Administration  plan  to  emphasize  these  or  similar  pro- 
grams in  our  schools?  How? 

Answer.  The  Administration's  1996  National  Drug  Control  Strategy  has  a  com- 
prehensive anti-drug  strategy  to  motivate  America's  youth  to  reject  illegal  drugs  and 
substance  abuse.  This  is  not  new.  The  Administration's  1994  and  1995  national 
strategies  also  included  robust  actions  to  curb  America's  youth  from  using  illegal 
drugs.  The  Administration's  strategy  goes  beyond  "Just  Say  No"  to  developing  and 
maintaining  comprehensive  programs  in  our  schools  and  communities  for  preventing 
youth  from  using  drugs.  Resources  for  demand  reduction  increase  by  8.7  percent, 
from  $4.6  billion  in  fiscal  year  1996  to  $5  billion  in  fiscal  year  1997! 

FUNDING  FOR  THE  PRESIDENT'S  NEW  DRUG  STRATEGY 

Question.  The  President  unveiled  his  1996  Drug  Control  Strategy  this  week  in 
Miami.  He  requested  a  9.3  percent  increase  in  funds  for  the  "war  on  drugs."  This 
represents  $15.1  billion  for  fiscal  year  1997,  $1.3  billion  over  the  1996  enacted  level. 

Is  this  9.3  percent  increase  for  drug  control  an  increase  above  and  beyond  the  11 
percent  increase  for  the  Department  of  Justice's  drug  budget  and  16.2  percent  in- 
crease for  the  DEA  requested  in  the  President's  1997  budget  submission? 

Answer.  No.  The  $15.1  billion  drug  control  budget  is  the  total  for  all  Federal  de- 
partments and  agencies.  The  President's  total  fiscal  year  1997  drug  control  budget 
request  of  $15.1  billion,  which  is  $1.3  billion  higher  than  the  fiscal  year  1996  en- 
acted level  of  $13.8  billion,  is  inclusive  of  the  budget  increases  for  the  Department 
of  Justice  and  Drug  Enforcement  Administration. 

The  Department  of  Justice's  1997  drug  control  budget  of  $7,141  billion  is  9.6  per- 
cent above  the  fiscal  year  1996  enacted  drug  control  budget  of  $6,516,  but  was  11 
percent  above  the  fiscal  year  1996  budget  estimate  of  $6,437  billion.  The  Drug  En- 
forcement Administration's  1997  drug  control  budget  of  $1,009  billion  is  17.7  per- 
cent above  the  fiscal  year  1996  enacted  level  of  $857.41  million,  but  was  18.3  per- 
cent above  the  fiscal  year  1996  estimate  of  $852.9  million. 

Question.  How  does  the  Administration  propose  that  Congress  pay  for  this  "in- 
crease on  an  increase?" 
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Answer.  As  explained  in  the  above  question,  this  is  not  an  "increase  on  an  in- 
crease". The  Administration  understands  the  difficult  job  Congress  has  of  finding  re- 
sources to  fund  the  1997  National  Drug  Control  Strategy,  and  recognizes  that  this 
is  only  possible  by  cutting  back  other  competing  programs.  The  Administration 
places  a  high  priority  and  importance  on  reducing  overall  production,  trafficking, 
and  use  of  illicit  drugs  across  the  United  States.  The  fiscal  year  1997  budget  is  a 
continued  reflection  of  the  Administration's  strong  stance  against  illegal  drugs. 

Question.  How  much  of  this  additional  9.3  percent  will  be  used  for  interdiction 
and  law  enforcement? 

Answer.  The  1997  drug  control  budget  of  $15.1  billion  includes  $8.26  billion  for 
domestic  law  enforcement,  $1.44  billion  for  interdiction,  $4.97  billion  for  demand  re- 
duction, and  $0.4  billion  for  international  programs.  Domestic  law  enforcement  re- 
sources increase  by  9.3  percent  in  fiscal  year  1997,  from  $7.6  billion  in  fiscal  year 
1996  to  $8.3  billion  in  fiscal  year  1997.  Drug  interdiction  resources  increase  by  7.3 
percent  in  fiscal  year  1997,  from  the  fiscal  year  1996  estimated  enacted  level  of  $1.3 
billion  to  $1.4  billion  in  fiscal  year  1997. 

Question.  According  to  the  ONDCP,  part  of  the  9.3  percent  requested  increase  will 
be  used  for  "continuing  support  for  the  COPS  program  hiring  goal  of  100,000  new 
police  officers  by  the  year  2000." 

Why  has  the  Administration  chosen  to  use  some  of  this  additional  drug  control 
money  for  the  COPS  program,  which  has  a  broader  purpose  than  fighting  drug  traf- 
ficking? 

Answer.  The  1997  program  increases  requested  for  COPS  are  an  integral  part  of 
the  Administration's  overall  drug  strategy.  The  primary  mission  of  the  COPS  pro- 
gram is  to  provide  resources  to  state,  local,  and  Indian  tribal  governments  to  put 
additional  cops  on  the  beat  and  to  promote  successful  community  policing  ap- 
proaches throughout  the  nation  to  make  the  streets  safe  from  drugs  and  crime.  The 
COPS  program  meets  the  Federal  Drug  Control  priorities  by  creating  safe  and 
healthy  environments  in  which  children  and  adolescents  can  live,  learn,  and  develop 
into  productive  members  of  society;  strengthening  multi-agency  linkages  at  the  com- 
munity level  among  prevention,  treatment,  and  criminal  justice  programs;  reducing 
drug-related  crime  and  violence;  and  reducing  domestic  drug  production  and  avail- 
ability. 

METHAMPHETAMINE  LABS  JUST  ACROSS  THE  BORDER 

Question.  When  I  talk  to  law  enforcement  officials  in  my  state  I  hear  a  lot  about 
methamphetamine.  Usage  is  up  dramatically  among  young  gang  members  in  my 
state. 

We  heard  testimony  in  the  Banking  Committee  about  the  toxic  mess  that  these 
methamphetamine  laboratories  leave  behind — six  pounds  of  toxic  and  often  lethal 
chemical  waste  for  every  pound  of  methamphetamine  produced. 

As  drug  enforcement  has  cracked  down  on  the  laboratories  in  California,  some  of 
the  operations  have  moved  to  northern  Mexico. 

What  steps  are  you  taking  to  work  with  the  Mexican  Government  to  stop  these 
laboratories? 

Answer.  The  Administration  has  issued  a  memorandum  (April  8,  1996)  to  direct 
actions  that  will  be  taken  by  executive  departments  and  agencies  to  improve  the  ef- 
fectiveness of  United  States-Mexico  drug  control  cooperation.  To  coordinate  such  ef- 
forts, a  High  Level  Contact  Group  on  Drug  Control  was  formed  which  first  met  on 
March  27  in  Mexico  City.  It  will  meet  again  in  June. 

One  of  the  actions  the  Administration  directed  is  to  attack  methamphetamine  pro- 
duction and  trafficking.  The  Department  of  Justice  will  lead  the  U.S.-Mexico  Ple- 
nary Group  of  Senior  Law  Enforcement  Officials  to  produce  a  binational  and  inter- 
agency methamphetamine  strategy.  The  Department  of  Justice  will  make  regular 
reports  to  the  High  Level  Contact  Group  through  the  Office  of  National  Drug  Con- 
trol Policy  of  the  progress  and  plans  that  will  result  from  the  working  sessions  and 
will  report  methamphetamine  accomplishments. 

DEA,  in  conjunction  with  other  Federal  agencies,  is  working  closely  with  Mexican 
law  enforcement  agencies  to  address  the  common  threat  of  increased  methamphet- 
amine trafficking.  DEA  provided  technical  assistance  to  the  Procuraduria  General 
de  la  Republica  (PGR)  during  the  drafting  of  the  recently-passed  Organized  Crime 
Bill.  The  bill  contains  provisions  for  increased  control  of  precursors  used  to  manu- 
facture methamphetamine.  This  legislation  will  enable  authorities  to  more  closely 
monitor  suspicious  chemical  transshipments. 

DEA  assisted  the  PGR  in  developing  a  bilateral  Precursor  Chemical  Task  Force 
in  Guadalajara,  Jalisco.  The  bilateral  task  force,  in  which  DEA  participates,  has  tar- 
geted the  Amezcua-Contreras  Organization,  both  one  of  the  largest  known  importers 
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of  ephedrine  into  Mexico,  and  one  of  the  largest  manufacturers  of  methamphet- 
amine  destined  for  the  United  States.  The  Amezcua's  control  methamphetamine  lab- 
oratories in  Guadalajara  and  Tijuana,  and  employ  associates  across  the  border  who 
are  heavily  involved  in  methamphetamine  distribution  and  ephedrine  trafficking,  es- 
pecially in  southern  California.  Plans  are  underway  to  establish  a  second  task  force 
in  Tijuana. 

Question.  In  Mexico,  the  precursors  (the  ingredients  for  making  speed)  are  legal. 
Are  you  working  with  the  Mexicans  to  make  the  ingredients  illegal  and  to  destroy 
laboratories  in  Mexico? 

Answer.  The  Department  of  Justice  has  also  developed  and  is  now  implementing 
a  comprehensive  national  methamphetamine  strategy.  As  part  of  this  strategy,  the 
Department  of  Justice  and  the  Drug  Enforcement  Administration  will  consult,  ad- 
vise and  offer  training  to  Mexico  at  both  the  policy  and  operational  levels  concerning 
the  problem  and  consequences  of  chemical  diversion  and  the  legal,  administrative 
and  practical  means  to  prevent/detect  diversion. 

In  our  bilateral  investigations  with  Mexico,  the  Government  of  Mexico  has  become 
increasingly  aware  of  the  threat  posed  by  methamphetamine  trafficking.  Currently, 
a  prime  precursor  chemical  used  to  manufacture  methamphetamine — ephedrine — is 
only  controlled  under  health  statutes,  not  criminal  statutes.  This  being  the  case, 
DEA  has  strongly  encouraged  the  implementation  of  the  Organized  Crime  Bill  in 
Mexico,  which  will  institute  criminal  penalties  for  chemical  control  violations. 

administration's  methamphetamine  strategy 

Question.  One  of  the  biggest  drug  problems  facing  western  states,  including  my 
State  of  New  Mexico,  is  the  proliferation  of  methamphetamine  manufacture  and  use. 
This  is  the  drug  we  commonly  know  as  "speed".  I  understand  that  the  Justice  De- 
partment has  a  new  strategy  to  deal  with  the  explosion  of  methamphetamine  traf- 
ficking. 

Could  you  detail  how  the  administration  plans  to  address  this  problem? 

Answer.  The  trafficking  and  abuse  of  methamphetamine  is  a  growing  national 
problem.  Until  recently,  methamphetamine  was  largely  associated  with  motorcycle 
gangs  who  supplied  users  in  the  western  states.  In  the  last  few  years,  available  data 
shows  that  methamphetamine  abuse  has  risen  significantly  in  the  west  and  south- 
west and  has  begun  to  spread  eastward.  Well-organized  drug  organizations  have 
seized  control  of  methamphetamine  trafficking,  using  sophisticated  chemical  pro- 
curement, manufacturing  and  transportation  techniques. 

The  National  Methamphetamine  Strategy,  announced  by  the  President  on  April 
29,  1996,  assesses  the  threat,  identifies  the  issues,  and  draws  a  map  for  future  ac- 
tion to  avert  the  spread  of  this  sinister  drug.  In  so  doing,  it  recognizes  that  tackling 
the  problem  will  require  approaches  in  diverse  disciplines,  including  legislation,  law 
enforcement,  training,  chemical  regulation,  international  cooperation,  environmental 
protection,  education  and  addictions  treatment: 

Penalties. — We  propose  that  the  penalties  for  trafficking  in  methamphetamine  and 
its  precursor  chemicals,  from  which  persons  with  little  training  produce  meth- 
amphetamine in  makeshift  labs,  reflect  the  harms  posed.  Further,  we  propose  to 
specially  punish  lab  operators  who  mishandle  ignitable,  corrosive,  reactive  and  toxic 
chemicals  so  as  to  pose  a  risk  to  public  safety  and  the  environment.  The  Strategy 
therefore  recommends: 

— Mandatory  minimum  sentences  for  methamphetamine  trafficking  equivalent  to 
those  for  crack  cocaine; 

— A  significant  increase  in  penalties  for  trafficking  in  precursor  chemicals  to  re- 
flect the  conversion  ratio  of  chemicals  to  methamphetamine;  and 

— The  addition  of  special  penalties,  in  appropriate  cases,  for  improper  storage,  use 
or  other  handling  of  the  dangerous  chemicals  used  in  the  clandestine  manufac- 
ture of  methamphetamine. 

Law  Enforcement  and  Training  Initiatives. — Law  enforcement  agencies  will  con- 
tinue to  develop  intelligence  on  clandestine  laboratories  and  trafficking  organiza- 
tions, and  select  and  pursue  appropriate  targets.  The  ignitable  and  toxic  properties 
of  methamphetamine  labs  pose  special  health  risks  to  law  enforcement  agents,  and 
trials  pose  unique  technical  issues  for  prosecutors.  Therefore,  the  Strategy  rec- 
ommends: 

— That  each  U.S.  Attorney  lead  a  multi-disciplinary  effort  to  assess  and  address 
the  methamphetamine  problem  in  his/her  judicial  district; 

— Devoting  more  from  existing  investigative  and  prosecutive  resources,  especially 
along  the  southwest  border  and  in  rural  areas; 
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— Training  appropriate  officials  in  the  risks  encountered  at  clandestine  labora- 
tories and  chemical  dump  sites,  and  in  health,  safety  and  environmental  protec- 
tion measures;  and 
— Forming  teams  and  training  investigators  and  prosecutors  in  regions  where  it 

is  most  needed. 
Regulatory  Controls. — Because  methamphetamine  must  be  synthesized  from 
chemicals,  regulatory  control  of  a  select  group  of  chemicals  can  impede  clandestine 
production  of  the  drug.  However,  the  law  enforcement  need  for  chemical  control 
must  be  balanced  against  the  legitimate  needs  of  the  chemical,  health  care  and 
pharmaceutical  industries.  The  Strategy  recommends,  inter  alia,  the  following  meas- 
ures: 
— Imposing  tighter  regulatory  controls  on  drug  products  containing  the  precursor 

chemicals  ephedrine  and  pseudoephedrine;  and 
— Permitting  the  government  to  stop  suspicious  shipments  of  chemical  precursors, 

and  providing  authority  to  seek  injunctions  against  such  shipments. 
International  Efforts. — International  organizations  are  now  predominant  in  meth- 
amphetamine trafficking;  most  chemicals  used  to  make  methamphetamine  are  im- 
ported to  the  United  States.  Thus,  we  must  address  the  international  component  of 
the  problem.  Among  other  actions,  the  Strategy  calls  for: 
— Consulting  with  and  offering  training  to  foreign  counterparts,  particularly  in 
Mexico,  and  securing  support  to  (a)  curb  methamphetamine  trafficking  and  (b) 
implement  meaningful  controls  to  prevent  chemical  diversion. 
Prevention,  Education  and  Treatment. — An  effective  strategy  must  incorporate  the 
"demand  side"  of  the  equation.  Education  campaigns,  in  the  media  and  elsewhere, 
will  provide  accurate  information  focused  on  at-risk  persons.  The  treatment  commu- 
nity will  develop  regimens  specific  to  methamphetamine  abuse.  The  Strategy  rec- 
ommends: 
— Working  with  ONDCP  and  the  array  of  Federal,  State  and  local  agencies  and 
private  entities  to  develop  a  targeted  and  effective  prevention  and  education 
campaign  to  increase  public  awareness  and  combat  methamphetamine  use  by 
youth  and  other  vulnerable  population  groups. 
Question.  Does  the  Administration  plan  contain  mandatory  minimum  sentences 
for  methamphetamine  possession,  similar  to  those  for  crack  cocaine? 
Answer.  Yes.  See  Penalties  section  of  question  above. 

Question.  Does  the  Administration  foresee  that  a  greater  number  of  individuals 
will  be  put  in  prison  for  longer  periods  under  this  new  strategy? 

What  impact  will  new  mandatory  minimum  sentences  have  on  prison  construction 
and  upkeep  budgets? 

Answer.  The  Department  is  drafting  a  prison  impact  statement  to  supplement  the 
legislative  proposals  submitted  to  the  House  and  Senate  on  April  29,  1996.  When 
completed,  this  impact  statement,  prepared  with  the  assistance  of  the  Bureau  of 
Prisons,  will  respond  in  detail  to  the  questions  concerning  numbers  of  incarcerated 
individuals  and  prison  budgets. 

MEXICO'S  NEW  DRUG  POLICY 

Question.  In  October  1995,  the  Government  of  Mexico  launched  a  National 
Antinarcotics  Program  with  five  main  objectives: 

— Dismantle  the  international  criminal  organizations  that  operate  on  Mexican 
soil; 

— Establish  effective  mechanisms  against  money  laundering; 

— Intensify  efforts  to  intercept  trans-border  shipments; 

— Establish  controls  to  eliminate  arms  trafficking;  and 

— Impose  greater  controls  over  chemical  precursors  (the  ingredients  used  to  manu- 
facture drugs  like  speed). 

What  concrete  steps  are  you  aware  of  that  have  been  taken  to  accomplish  each 
of  these  goals? 

Answer.  Mexico  has  taken  a  substantial  number  of  steps  to  improve  its  counter- 
narcotics  efforts. 

Mexico  has  undertaken  several  important  initiatives  with  a  view  to  dismantling 
international  criminal  organizations.  A  notable  example  is  last  year's  expulsion  by 
Mexico,  to  the  United  States,  of  Juan  Garcia  Abrego,  considered  to  be  the  head  of 
one  of  the  principal  Mexican  drug  trafficking  organizations. 

In  addition  to  this  sort  of  effort  to  facilitate  United  States  prosecution  of  Mexican- 
based  traffickers,  Mexico  has  instituted  initiatives  to  enhance  the  effectiveness  of 
its  own  enforcement  capabilities.  It  has,  for  example,  increased  the  involvement  of 
its  armed  forces  in  counternarcotics  enforcement  efforts,  to  improve  the  responsive- 
ness and  efficiency  of  those  efforts.  To  make  that  involvement  even  more  useful, 
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some  members  of  the  Mexican  armed  forces  assigned  to  counternarcotics  support  ac- 
tivities are  being  trained  by  U.S.  military  personnel  in  techniques  for  effective  co- 
operation with  law  enforcement  units. 

Mexico  has  also  moved  forward  in  enacting  legislation  that  will  permit  it  to  un- 
dertake, and  bring  to  a  successful  conclusion,  the  kinds  of  criminal  investigations 
and  prosecutions  required  for  effective  action  against  sophisticated  international 
drug  trafficking  organizations.  Thus,  Mexico  has  recently  passed  legislation  provid- 
ing for,  inter  alia,  a  witness  protection  regime,  electronic  surveillance  (wiretapping), 
conduct  of  undercover  and  controlled  delivery  activities,  and  asset  seizure  and  for- 
feiture. Such  legislation  will  become  effective  when  approved  by  31  Mexican  states. 

With  respect  to  money  laundering,  the  Mexican  Government  has  recently  enacted 
legislation  imposing  significant  criminal  penalties  for  that  specific  offense;  that  leg- 
islation is  already  in  effect.  Mexico  has  also  passed  a  law  that,  when  approved  by 
31  Mexican  states,  will  provide  for  creation  of  a  financial  information  database  and 
an  interagency  financial  investigative  unit.  Finally,  we  understand  that  Mexico  is 
currently  studying  the  issuance  of  regulations  of  the  kind  that  we  have  found  very 
useful  in  the  prevention  and  investigation  of  money  laundering.  Regulations  under 
study  could,  for  example,  require  banks  and  nonbank  financial  institutions  to  report 
large  value  transactions  in  currency,  as  well  as  mandate  the  reporting  of  suspicious 
transactions. 

Mexico  is  seeking  to  increase  its  efforts  against  trans-border  shipments — both  into 
Mexico  from  Colombia  and  other  points  of  origin,  and  out  of  Mexico  to  the  United 
States.  As  noted  above,  the  Mexican  armed  forces  are  becoming  increasingly  in- 
volved in  the  counternarcotics  effort,  particularly  in  this  arena.  In  addition,  Mexico 
is  pursuing  ways  in  which  to  improve  the  capabilities  of  the  equipment,  such  as  hel- 
icopters, available  to  its  counternarcotics  forces,  so  that  those  forces  can  respond 
more  quickly  and  effectively  to  drug  smuggling  operations. 

Mexico  has  long  sought  to  limit  the  introduction  into  its  territory  of  illegal  arms, 
especially  those  suitable  for  use  by  organized  criminal  groups.  We  believe,  however, 
that  elements  of  the  Department  of  the  Treasury  may  be  more  familiar  with  Mexi- 
can efforts  in  this  regard. 

Finally,  with  respect  to  controlling  the  movement  of  essential  and  precursor 
chemicals,  Mexico  has  taken  actions  to  improve  its  laws,  to  impose  some  measure 
of  regulatory  control  on  precursor  chemicals.  Also,  we  understand  that  a  section  of 
the  organized  crime  legislation  very  recently  passed  by  the  Mexican  congress  makes 
it  a  crime  to  traffic  in  chemicals. 

This  is  significant  because  our  National  Methamphetamine  Strategy,  released  last 
month,  calls  for  implementation  of  plans  and  enactment  of  laws  that  will  increase 
penalties  for  chemical  trafficking  and  tighten  chemical  controls.  Once  this  Strategy 
is  implemented  and  the  legislative  measures  adopted,  the  traffickers  will  undoubt- 
edly feel  even  greater  pressure  to  use  Mexico  as  a  conduit  for  chemicals  and  as  a 
venue  for  manufacturing  methamphetamine. 

We  hope  that  Mexico  will  move  swiftly  to  enact  comprehensive  precursor  and  es- 
sential chemical  controls  similar  to  the  model  chemical  regulations  approved  by.  the 
Organization  of  American  States. 

EXTRADITION  OF  DRUG  LORDS  FROM  MEXICO 

Question.  Mexico  has  become  a  safe  haven  for  drug-smugglers.  By  some  reports, 
since  1984,  Mexico  has  refused  to  honor  284  requests  by  the  United  States  Govern- 
ment to  extradite  Mexican  nationals,  including  drug  traffickers. 

The  Mexican  government  officials  have  provided  information  that  as  of  1989,  41 
offenders  were  arrested  and  prosecuted  by  the  Mexican  government,  and  12  were 
handed  over  to  United  States  authorities. 

During  that  same  period,  the  Mexicans  point  out  that  they  have  made  400  re- 
quests for  extradition  and  the  United  States  has  complied  with  14. 

It  seems  to  me  that  unless  we  bring  these  criminals  to  justice  we  will  never  make 
a  dent  in  the  drug  and  violent  crime  problem.  In  fact,  without  extradition  and  pros- 
ecution, it  makes  a  mockery  out  of  our  justice  system. 

Could  you  describe  the  relationship  or  cooperative  initiatives  you  have  with  the 
Attorney  General  of  Mexico  regarding  prosecuting  drug  traffickers? 

Answer.  Particularly  since  the  beginning  of  the  Zedillo  Administration  in  Mexico, 
the  United  States  Department  of  Justice  and  the  Mexican  Attorney  General's  Office 
have  heightened  our  bilateral  coordinated  efforts  to  curb  trans-border  narcotics  traf- 
ficking and  to  bring  the  leaders  and  members  of  the  major  drug  organizations  to 
justice.  For  instance,  expedited  and  enhanced  mechanisms  for  the  electronic  and 
personal  communication  of  time-sensitive  information  on  such  matters  as  the  move- 
ments of  drug  shipments  and  the  whereabouts  of  defendants  and  fugitives  have 
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been  established.  Similarly,  joint  task  forces  of  prosecutors  and  agents  along  the 
border  have  been  created  as  a  means  of  coordinating  investigative  efforts  so  that 
both  countries  can  build  strong  and  prosecutable  cases  against  the  primary  cartels 
operating  on  each  side  of  the  border. 

Although  not  readily  apparent  from  the  statistics  on  past  achievements  in  this 
area,  the  extradition  relationship  between  Mexico  and  the  United  States  has  im- 
proved notably  over  the  past  two  years.  The  14  successful  extraditions  from  the 
United  States  to  Mexico  referenced  in  the  preamble  to  your  questions  actually  refers 
to  the  number  of  surrenders  just  in  1995,  a  number  topped  only  by  the  number  of 
successful  extraditions  to  Canada  in  the  same  period  of  time.  In  1996,  Mexico  has 
already  surrendered  more  fugitives  to  the  United  States  than  in  all  of  1995.  Most 
of  the  offenders  who  have  been  extradited  each  way  across  the  border  have  been 
violent  criminals,  as  opposed  to  narcotics  traffickers,  but  the  marked  improvements 
in  implementing  the  extradition  treaty  are  legitimate  signs  for  optimism  with  re- 
gard to  drug  fugitives  as  well.  For  instance,  William  Brian  Martin,  a  notorious  nar- 
cotics trafficker  who  had  hoped  to  shield  himself  from  extradition  to  the  District  of 
Arizona  by  interposing  dubious  and  opportunistic  claims  to  Mexican  citizenship  has 
recently  been  found  extraditable  by  the  Government  of  Mexico  and  will  be  suscep- 
tible to  transfer  to  this  country  as  soon  as  his  appeals  in  Mexico  are  exhausted. 

Under  Mexican  law,  Mexican  nationals  may  not  be  extradited  to  other  countries 
for  prosecution  except  in  "exceptional  cases".  However,  they  may  be  tried  in  Mexico 
for  crimes  committed  abroad  under  Article  4  of  the  Mexican  Penal  Code.  Particu- 
larly in  our  border  states,  scores  of  cases  are  presented  to  and  prosecuted  by  Mexi- 
can authorities  pursuant  to  this  procedure  each  year.  Generally,  drug  cases  have 
been  difficult  or  impossible  to  pursue  under  Article  4  because  of  restrictions  in  Mex- 
ico on  the  admissibility  of  much  of  the  available  and  important  evidence  generated 
by  U.S.  investigations,  such  as  court-authorized  electronic  surveillance  and  inform- 
ant and  codefendant  statements  or  testimony.  With  the  anticipated  legal  accept- 
ability of  such  evidence  in  Mexico  in  the  immediate  future,  the  frequent  and  suc- 
cessful invocation  of  the  Article  4  process  and  the  similarly  facilitated  use  of  the  ex- 
tradition treaty  to  bring  narcotics  traffickers  to  justice  can  be  expected. 

Question.  What  steps  are  you  taking  to  obtain  increased  cooperation  with  the 
Mexican  Government  for  turning  over  to  United  States  authorities  these  indicated 
criminals? 

Answer.  The  Department  of  Justice  shares  your  view  that  efforts  to  bring  crimi- 
nals to  justice  is  an  integral  and  essential  part  of  any  law  enforcement  strategy.  To 
this  end,  our  initiatives  with  Mexico  to  improve  cooperative  action  against  narcotics 
trafficking  and  other  serious  crime  have  consistently  given  high  priority  to  the  ap- 
prehension and  prosecution  of  fugitives. 

Since  the  beginning  of  the  Zedillo  Administration,  a  Plenary  Group  of  Senior  U.S. 
and  Mexican  Law  Enforcement  Officials  has  been  meeting  on  a  regular  basis  to  en- 
sure that  supervised  steps  are  being  taken  and  cognizable  progress  is  being  made 
on  a  number  of  law  enforcement  issues,  with  particular  emphasis  on  counternar- 
cotics  and  fugitive  issues.  A  primary  mission  of  the  Plenary  Group  is  to  find  ways 
to  facilitate  and  ensure  that  major  narcotics  traffickers  are  apprehended  and  then 
are  prosecuted  in  the  jurisdiction  where  the  case  and  the  evidence  are  the  strongest 
and  where  the  pertinent  information  and  witnesses  against  them  can  be  used  and 
heard. 

As  at  least  an  indirect  result  of  the  relationships  and  common  understandings  de- 
veloped through  the  Plenary  Group  and  its  immediate  predecessor  group,  Juan  Gar- 
cia Abrego  and  Juan  Chapa  Garza,  both  major  drug  lords  in  the  Mexico-United 
States  cartels,  have  been  expelled  to  the  United  States  to  stand  trial.  As  noted  ear- 
lier, William  Brian  Martin,  another  major  trafficker,  has  been  found  extraditable  to 
the  United  States.  Each  of  these  cases  marks  a  significant  advance  in  fulfillment 
of  the  revitalized  binational  commitment  to  bring  drug  fugitives  to  justice  in  the 
country  where  the  cases  and  evidence  against  them  are  the  most  persuasive  and 
compelling. 

Recently,  even  more  attention  is  being  devoted  to  bilateral  counternarcotics  initia- 
tive, as  evidenced  by  the  establishment  of  the  High  Level  Contact  Group,  headed 
for  the  U.S.  by  ONDCP  Director  McCaffrey.  The  mission  of  the  Group  is  to  develop 
and  monitor  progress  on  a  binational  anti-narcotics  strategy.  Among  the  issues  to 
be  addressed  specifically  in  the  drafting  and  implementation  of  the  strategy  will  be 
strengthening  and  streamlining  of  mechanisms  and  procedures  on  both  sides  of  the 
border  for  bringing  drug  fugitives  to  justice. 

Question.  What  is  the  U.S.  policy  regarding  extraditing  United  States  citizens  to 
foreign  countries  like  Mexico  for  drug  prosecutions? 

Answer.  It  is  the  policy  of  the  United  States  to  extradite  United  States  citizens 
to  foreign  countries  with  which  we  have  extradition  treaties,  not  only  for  drug  traf- 


81 

ficking  offenses  but  for  all  extraditable  crimes.  This  policy  is  based  on  the  firm  belief 
that  accused  criminals  should  not  escape  punishment  simply  because  of  their  citi- 
zenship, and  that  such  persons  should  face  justice  in  the  country  where  they  commit 
their  crimes,  which  most  often  is  the  country  in  the  best,  or  only,  position  to  pros- 
ecute. Moreover,  we  do  not  want  the  United  States  to  become  a  haven  for  criminals, 
even  if  they  are  our  own  citizens.  In  fact,  the  United  States  Government  has  the 
authority,  which  it  routinely  exercises,  under  Title  18,  Section  3196  of  the  United 
States  Code  to  extradite  United  States  citizens  to  foreign  countries,  even  if  the  ap- 
plicable extradition  treaty  does  not  expressly  obligate  the  United  States  to  do  so. 
In  particular  regard  to  Mexico,  it  is  true  that  the  United  States  has  not  extradited 
to  Mexico  many  of  its  citizens  accused  of  drug  offenses.  This  fact,  however,  is  not 
a  result  of  a  lack  of  willingness  on  the  part  of  the  United  States  to  extradite  its 
citizens  to  Mexico.  Rather,  of  the  many  extradition  requests  made  by  Mexico  to  the 
United  States,  an  extremely  small  percentage  involve  United  States  citizens  wanted 
for  drug  offenses.  Of  the  few  requests  which  do  fall  into  this  category,  most  involve 
United  States  citizens  charged  with  minor  drug  offenses,  such  as  marijuana  posses- 
sion, and  the  Mexican  requests  often  contain  insufficient  information  to  allow  Unit- 
ed States  law  enforcement  authorities  to  identify  or  locate  the  fugitives.  Neverthe- 
less, the  United  States  has  been,  and  remains,  willing  to  extradite  its  citizens  to 
Mexico  to  stand  trial  for  drug  offenses. 

CERTIFICATION  OF  MEXICO  AS  FULLY  COOPERATING  WITH  U.S.  ANTIDRUG  EFFORTS 

Question.  Last  month,  Administration  law  enforcement  officials  testified  before 
the  Senate  Banking  Committee  regarding  President  Clinton's  certification  that  Mex- 
ico is  "cooperating  fully"  with  our  efforts  to  reduce  the  supply  of  drugs  from  that 
country.  This  happened  despite  the  fact  that  Mexico  is  responsible  for  70  percent 
of  the  cocaine  that  enters  the  United  States,  and  despite  the  fact  that  Mexico  re- 
fuses to  cooperate  with  our  efforts  to  extradite  criminals  responsible  for  murder  and 
drug  trafficking  in  this  country. 

What  was  the  Justice  Department's  role  in  advising  the  President  on  his  decision 
to  certify  that  Mexico  is  "cooperating  fully"  with  the  U.S.? 

Answer.  The  Department  of  Justice  is  fully  involved  in  the  annual  certification 
review  process,  for  Mexico  as  for  all  other  countries  subject  to  the  process.  The  De- 
partment's views  were  specifically  solicited  and  were,  in  turn,  communicated  for  in- 
clusion in  the  package  of  materials  sent  to  the  President. 

Question.  Did  the  Justice  Department  concur  with  the  conclusion  that  Mexico  is 
cooperating  fully? 

Answer.  The  Justice  Department  concurs  with  the  conclusion  that  Mexico  is  enti- 
tled to  full  certification. 

Question.  Many  who  testified  at  the  Banking  Committee  hearing  noted  that  Con- 
gress should  consider  changing  the  certification  statute,  found  in  Section  490A  of 
the  Foreign  Assistance  Act.  Does  the  Justice  Department  have  any  recommenda- 
tions on  how  Congress  could  improve  this  law? 

Answer.  The  Justice  Department  does  not  have  recommendations  for  amendments 
to  Section  490A  at  this  time. 

MONEY  LAUNDERING 

Question.  It  has  been  estimated  by  the  Treasury  Department  that  as  much  as  $10 
billion  a  year  has  been  coming  through  Mexico. 

How  could  our  money  laundering  laws  be  tightened  up  to  help  catch  drug  war 
lords? 

Answer.  The  most  immediate  money  laundering  threat  posed  by  Mexico  is  the 
physical  deposit  of  billions  of  dollars  of  illicit  United  States  cash  proceeds  into  the 
Mexican  financial  system.  This  is  accomplished  through  the  physical  movement  of 
the  currency  across  our  border,  and  its  initial  deposit  into  commercial  banks,  official 
and  nonofficial  casas  de  cambio,  and  similar  institutions.  Once  this  initial  placement 
is  accomplished,  the  proceeds  are  moved  back  into  the  United  States  in  a  variety 
of  forms,  including  wire  transfers  and  drafts  drawn  on  Mexican  banks  payable 
through  United  States  correspondent  accounts. 

The  money  laundering  laws  of  the  United  States  create  a  criminal  offense  to  en- 
gage in,  or  attempt  to  engage  in  any  financial  transaction  (affecting  interstate  or 
foreign  commerce)  in  specified  unlawful  activity  proceeds  where  the  transaction  is 
designed  to  conceal  the  nature,  source  or  location  of  the  funds,  promote  specified  un- 
lawful activity,  avoid  a  currency  reporting  requirement  or  evade  taxes,  and  the  de- 
fendant knows  the  proceeds  were  criminally  derived.  Pursuant  to  our  currency  re- 
porting requirements,  anyone  who  brings  more  than  $10,000  in  currency  or  mone- 
tary instruments  into  or  out  of  the  United  States  is  required  to  report  these  move- 
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ments.  Failure  to  file  a  report  is  a  criminal  offense.  We  also  would  note  that,  while 
Mexico  has  an  analogous  mandated  reporting  requirement  for  inbound  amounts  ex- 
ceeding some  $10,000  in  currency,  it  does  not  have  such  a  large  value  reporting  re- 
quirement for  outbound  currency. 

By  in  large,  our  outbound  currency  transaction  money  laundering  laws  are  suffi- 
cient to  prosecute  drug  traffickers  who  engage  in  transactions  with  the  proceeds  of 
drug  offenses  in  the  United  States  or  transport  such  proceeds  across  the  border. 
However,  one  loophole  we  would  like  to  see  closed  is  the  failure  of  31  U.S.C.  §5325 
to  trigger  financial  institution  recordkeeping  requirements  on  those  occasions  where 
an  individual  wire  transfers  an  amount  exceeding  $3,000  in  currency.  At  present, 
§5325  only  covers  cash  and  monetary  instrument  transactions  exceeding  that 
amount  at  financial  institutions,  but  not  such  transactions  where  a  funds  transfer 
is  to  be  effected  by  the  institution.  Closing  this  loophole  would  permit  the  United 
States  to  prosecute  under  31  U.S.C.  §5324  structuring  violations  intended  to  avoid 
this  recordkeeping  requirement. 

As  to  the  repatriation  of  illicit  United  States  currency  and  funds  from  Mexico  to 
the  United  States,  our  efforts  focus  on  methods  by  which  we  can  detect  and  interdict 
the  transfer  of  these  illicit  funds  back  into  the  United  States  after  they  have  been 
placed  into  the  Mexican  financial  system.  Again,  by  in  large,  the  anti-money  laun- 
dering statutes  and  regulations  in  place  in  the  United  States  are  sufficient  for  this 
task.  Again,  however,  one  such  enhancement  to  the  current  system  would  be  pro- 
mulgation by  the  Treasury  Department  of  regulations,  which  were  authorized  by 
section  405  of  the  Money  Laundering  Suppression  Act  of  1994  (Title  IV  of  the  Com- 
munity Development,  Credit  Enhancement  and  Regulatory  Improvement  Act  of 
1994,  Public  Law  103-325,  108  Stat.  2160),  to  include  foreign  bank  drafts  which  are 
not  in  bearer  form  in  the  definition  of  "monetary  instruments"  in  Title  31,  United 
States  Code,  §  5312(a)(3).  If  such  drafts  were  to  be  added  to  the  definition  of  "mone- 
tary instruments,"  they  would  then  trigger  the  filing  of  a  Currency  and  Monetary 
Instruments  Reporting  Form,  and  thus  improve  our  ability  to  track  such  movement 
into  the  United  States. 

Question.  What  is  the  likelihood  that  Mexico  will  pass  an  effective  money  launder- 
ing law? 

Answer.  On  April  29,  1996,  the  Mexican  Congress  passed  a  bill  which,  for  the  first 
time,  makes  money  laundering  an  offense  in  the  Penal  Code  (Article  400  bis).  Pre- 
viously, money  laundering  had  been  a  fiscal  crime  only.  The  new  bill  provides  for 
penalties  of  from  five  to  fifteen  years'  imprisonment,  and  enhances  the  penalties  by 
50  percent  if  the  defendant  is  a  government  official  charged  with  investigating  or 
prosecuting  offenses  under  the  statute.  This  new  law  represents  a  threshold  step 
forward  in  Mexico's  overall  implementation  of  an  anti-money  laundering  regime. 

In  addition  to  the  above,  both  the  United  States  and  Mexico  recently  have  estab- 
lished bilateral  money  laundering  experts'  groups  which  will  meet  in  the  near  future 
to  discuss  additional  Mexican  statutory  and  regulatory  enforcement  measures,  such 
as  large  value  currency  reporting  by  both  banks  and  nonbanks  such  as  casas  de 
cambio,  suspicious  transaction  reporting,  and  in-/out-bound  currency  reporting  re- 
quirements, with  criminal  penalties  for  noncompliance  (pursuant  to  the  Financial 
Action  Task  Force,  Caribbean  Financial  Action  Task  Force,  and  Summit  of  the 
Americas  communique  standards).  Bilateral  discussions  also  will  include  possible 
United  States  technical  assistance  and  training  support. 

Question.  What  impact  have  our  forfeiture  laws  had? 

Answer.  While  we  do  not  maintain  forfeiture  statistics  with  relation  to  specific  for- 
eign countries,  our  overall  numbers  suggest  a  major  and  successful  effort  by  the 
United  States  to  take  the  profit  out  of  crime  along  the  border  with  Mexico.  Federal 
jurisdictions  near  or  contiguous  to  Mexico  have  been  among  the  most  aggressive  and 
successful  in  using  forfeiture  to  fight  crime. 

For  example,  deposits  to  the  U.S.  Department  of  Justice  Assets  Forfeiture  Fund 
have  averaged  over  half  a  billion  dollars  yearly  since  1992.  Federal  districts  near 
or  adjacent  to  Mexico  have,  on  average,  contributed  significantly  more  than  the 
other  88  Federal  districts  to  the  Justice  Fund,  i.e.,  the  District  of  Arizona  (1.36  per- 
cent of  total  deposits  into  the  Fund  since  1985);  the  Central  District  of  California 
(8.85  percent);  the  Southern  District  of  California  (3.25  percent);  District  of  New 
Mexico  (.63  percent);  Southern  District  of  Texas  (4.49  percent)  and  the  Western  Dis- 
trict of  Texas  (1.65  percent). 

The  bases  for  such  forfeiture  cases  include  drug  trafficking  (21  U.S.C.  §881;  21 
U.S.C.  §853)  and  money  laundering  (18  U.S.C.  §§981  and  982).  U.S.  forfeiture  laws 
also  provide  for  the  forfeiture  of  unreported  monetary  instruments  in  excess  of 
$10,000  (usually  cash)  that  are  brought  into  or  taken  out  of  the  United  States  (31 
U.S.C  §5317)  and  for  foreign  drug  proceeds  found  within  the  United  States  (21 
U.S.C.  §  981(a)(1)(B)). 
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In  cases  where  the  United  States  pursues  forfeitable  assets  located  in  Mexico,  the 
United  States  may  request  Mexico  for  forfeiture-related  assistance  pursuant  to  the 
Treaty  on  Cooperation  Between  the  United  States  and  the  United  Mexican  States 
for  Mutual  Legal  Assistance,  which  entered  into  force  on  May  3,  1992.  Article  11 
of  this  Treaty  deals  specifically  with  forfeiture  cooperation,  establishing  that  either 
Party  may  notify  the  other  of  the  existence  of  forfeitable  assets  within  the  other 
Party's  territory.  The  Parties  may  then  assist  each  other  to  immobilize  and  con- 
fiscate the  fruits  and  instrumentalities  of  crime  "to  the  extent  permitted  by  their 
respective  laws". 

Mexico  is  also  a  party  to  the  United  Nations  (Vienna)  Convention  of  1988,  which 
in  Article  V  provides  that  each  member  must  enact  a  comprehensive  domestic  and 
international  forfeiture  regime  that  reaches  assets  related  to  drug  trafficking  and 
drug  money  laundering.  We  are  encouraging  Mexico  to  enact  domestic  forfeiture 
laws  providing  for  international  cooperation  so  that  these  international  agreements 
can  be  implemented  fully. 

On  May  22,  1995,  the  United  States  and  Mexico  exchanged  diplomatic  notes  pro- 
viding for  the  transfer  of  forfeited  assets  to  Mexico  in  cases  in  which  Mexico  assists 
the  United  States  obtain  the  forfeiture  of  assets  under  our  laws.  The  United  States 
(through  the  Department  of  the  Treasury  which  has  its  own  international  asset 
sharing  program)  has  already  transferred  approximately  $6  million  to  Mexico.  Such 
sharing  demonstrates  the  efficacy  of  our  forfeiture  laws  in  combating  multi-national 
crime  affecting  both  the  United  States  and  Mexico. 

RADIATION  EXPOSURE  COMPENSATION  PROGRAM 

Question.  How  many  claims  has  the  Department  approved  and  how  much  has 
been  spent  out  of  the  Trust  Fund  to  pay  these  claims? 

Answer.  From  the  inception  of  the  Program  in  April  1992  through  April  1996,  the 
Department  has  approved  a  total  of  2,526  claims  valued  at  over  $186  million. 

Question.  During  consideration  of  the  fiscal  year  1996  Commerce,  Justice,  State, 
and  Judiciary  Appropriations  bill  last  summer,  the  Department  indicated  that  it 
had  $37  million  in  the  Trust  Fund  with  which  to  pay  claims  during  fiscal  year  1996. 
What  is  the  current  status  of  balances  in  the  Radiation  Exposure  Compensation 
Trust  Fund? 

Is  the  amount  sufficient  to  pay  claims  for  the  remainder  of  the  fiscal  year? 

Answer.  The  Trust  Fund  had  a  balance  of  approximately  $24.3  million  at  the  end 
of  April  1996.  This  amount  is  sufficient  to  pay  claims  for  the  remainder  of  fiscal 
year  1996. 

Question.  Because  of  these  Trust  Fund  balances,  Congress  provided  an  advance 
appropriation  of  just  under  $16.3  million  for  fiscal  year  1997  for  the  payment  of 
these  claims.  The  President's  fiscal  year  1997  budget  request  for  the  Trust  Fund  to- 
tals $30  million.  Is  the  total  estimated  level  of  funding  needed  to  pay  anticipated 
claims  in  fiscal  year  1997? 

Am  I  correct  in  assuming  then  that  Congress  needs  to  appropriate  just  over  $13.7 
million  to  bring  the  Trust  Fund  to  the  $30  million  which  the  Department  thinks 
appropriate  for  the  1997  program? 

Answer.  No.  The  President's  1997  budget  states  that  a  $30  million  appropriation 
will  be  sufficient  to  "*  *  *  cover  projected  payments  to  claimants  in  1997  and 
1998."  Given  current  trends,  the  Trust  Fund  is  expected  to  be  exhausted  on  or 
around  April  1997.  To  cover  claims  that  the  Department  anticipates  approving  be- 
tween April  1997  and  the  end  of  fiscal  year  1997,  an  additional  $9.6  million  would 
be  needed.  The  President's  1997  budget  projects  payments  of  $20.4  million  during 
fiscal  year  1998.  Thus,  this  $30  million  request  covers  two  fiscal  years. 

Question.  The  Administration  seeks  to  replenish  the  Trust  Fund  with  $13.7  mil- 
lion in  additional  appropriations  above  amounts  already  enacted.  What  are  the  as- 
sumptions underlying  the  budget  request  (i.e.,  number  of  claims  to  be  paid,  average 
amount  of  claims,  etc.)? 

Do  you  believe  this  amount  is  sufficient  to  continue  the  processing  of  pending  and 
anticipated  claims  under  the  Radiation  Exposure  Compensation  Act  for  the  full  pe- 
riod of  fiscal  year  1997? 

Answer.  As  the  Program  begins  its  fifth  year  of  operation,  it  exhibits  the  following 
characteristics:  a  declining  pending  workload  with  proportionately  fewer  meritorious 
claims  and  proportionately  more  labor-intensive  claims.  Some  of  the  key  assump- 
tions underlying  the  President's  1997  budget  request:  (1)  new  claims  received  will 
continue  to  decline;  (2)  the  percentage  of  new  claims  filed  by  miners  will  continue 
to  dominate  the  receipts;  (3)  the  number  of  claims  and  appeals  processed  will  de- 
crease; and  (4)  overall  approval  rates  will  continue  to  decline. 
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The  President's  1997  budget  projects  up  to  263  awards  and  $22.2  million  in  pay- 
ments in  fiscal  year  1997  and  up  to  244  awards  and  $20.4  million  in  payments  in 
fiscal  year  1998.  The  average  award  will  increase  from  just  under  $77,000  in  fiscal 
year  1995  to  over  $82,000  in  fiscal  year  1998. 

As  stated  above,  $30  million  will  be  sufficient  to  cover  the  processing  of  claims 
in  fiscal  years  1997  and  1998. 

Question.  For  the  record  would  you  please  provide  the  Subcommittee  with  a 
breakdown  of  the  types  of  claims  approved  or  disapproved  (childhood  leukemia, 
other  downwinder,  onsite  participants,  or  uranium  miners),  the  number  of  claims 
currently  pending,  and  the  amounts  disbursed  by  type  of  claim  paid? 

For  my  use,  would  you  please  provide  the  same  information  specifically  for  claims 
from  New  Mexico,  including  the  total  claims  received,  the  total  claims  approved,  the 
total  claims  denied,  and  the  total  claims  pending? 

Answer.  From  the  inception  of  the  Program  in  April  1992  through  April  1996,  the 
Department  has  approved  a  total  of  2,526  claims  valued  at  over  $186  million.  The 
following  table  lists,  by  category,  the  value  of  the  awards  and  the  number  of  claims 
and  appeals  received,  approved,  disapproved  and  pending  at  the  end  of  April  1996. 

RADIATION  EXPOSURE  COMPENSATION  PROGRAM  APRIL  1992-APRIL  1996 


Value  of 
awards 

Claims 
received 

Initially 
ap- 
proved 

Initially 

dis- 
approved 

Appeals 
received 

Appeals 
ap- 
proved 

Appeals 

dis- 
approved 

Ending  Pending 
Claims      Appeals 

$1,050,000 

60,270,000 

9,436,238 

...       115,591,500 

40 

2,274 

764 

2,534 

21 

1,188 

126 

1,082 

18 

1,014 

557 

1,163 

8 
189 
125 
293 

8 
168 
112 
196 

1     

18 
11 
80 

72             3 

81              2 

289            17 

Total  

...       186,347,738 

5,612 

2,417 

2,752 

615 

109 

484 

443            22 

With  respect  to  claims  whose  primary  claimant  resides  in  New  Mexico,  the  De- 
partment has  approved  281  claims  through  April  1996.  These  claims  have  a  total 
value  of  $27.6  million.  The  following  table  lists,  by  category,  the  value  of  the  awards 
and  the  number  of  claims  and  appeals  received,  approved,  disapproved  and  pending 
at  the  end  of  April  1996. 

RADIATION  EXPOSURE  COMPENSATION  PROGRAM— NEW  MEXICO  APRIL  1992-APRIL  1996 


Value  of 
awards 

Claims 
received 

Initially 
ap- 
proved 

Initially 

dis- 
approved 

Appeals 
received 

Appeals 
ap- 
proved 

Appeals 

dis- 
approved 

Ending  Pending 
Claims      Appeals 

$50,000 

200,000 

525,000 

26,834,500 

1 

13 
30 
773 

1 

4 

6 

240 

8 

21 
397 

1 

6 
98 

1 
5 
65 

1     

1 
29 

3     

136             4 

Total  

27,609,500 

817 

251 

426 

105 

30 

71 

140             4 

Question.  Does  the  Administration  have  any  long-range  estimates  as  to  the  num- 
ber of  claims  that  might  still  be  filed  under  the  Radiation  Exposure  Compensation 
Act? 

Answer.  It  is  difficult  to  predict  with  precision  how  many  claims  might  still  be 
filed  under  the  Radiation  Exposure  Compensation  Act  since  the  estimates  of  poten- 
tial claimants  vary  substantially.  With  respect  to  miner  claimants,  a  Public  Health 
Service  study  estimated  4,146  uranium  miners;  a  1967  Atomic  Energy  Commission 
study  stated  that  there  were  4,908  miners;  and  Dr.  Bill  Chenoweth,  an  uranium  in- 
dustry expert,  estimates  up  to  7,000  miners.  Based  upon  this  information,  it  is  pos- 
sible that  the  2,534  miners  claims  received  represent  about  60  percent  or  less  of  the 
potential  claimants.  Another  possible  measure  is  a  comparison  of  the  number  of 
claims  forms  requested  to  the  number  of  claims  received:  The  Program  has  distrib- 
uted nearly  11,000  claims  packages,  while  only  5,612  claims  have  been  filed. 

USE  OF  TECHNOLOGY  IN  LAW  ENFORCEMENT 

Question.  There  is  no  dispute  that  Federal  funding  for  law  enforcement  agencies 
has  dramatically  increased  over  the  past  ten  years.  With  the  notable  increases  pro- 
vided in  recent  years,  Congress  has  funded  significant  numbers  of  additional  person- 
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nel,  but  it  seems  to  me  that  we  have  put  little  funding  into  the  technology  that  can 
help  these  law  enforcement  agencies  do  their  job  more  effectively. 

Could  you  please  provide  the  Subcommittee  a  breakdown  of  the  funding  that  has 
been  utilized  by  Department  of  Justice  agencies  to  develop  or  procure  improved 
technology  to  support  the  work  of  our  law  enforcement  personnel? 

Answer.  Drug  Enforcement  Administration  (DEA). — Direct  DEA  funding  for  tech- 
nical equipment  (radios  and  investigative  equipment)  has  steadily  declined  over  the 
past  several  years,  until  this  year,  when  funds  were  made  available  through  the 
Violent  Crime  Trust  Fund  for  the  purchase  of  wireless  radio  and  digital  intercept 
equipment.  Direct  DEA  funding  for  technical  equipment  (dollars  in  millions)  for  the 
years  1993-1996  is  as  follows: 

1993 $9.2 

1994  8.5 

1995  7.3 

1996 *SA 

i$4.6  through  the  VCRTF. 

DEA  also  uses  funds  from  a  variety  of  other  sources,  when  available,  to  procure 
technical/investigative  equipment.  For  example,  Automated  Booking  Stations  have 
been  funded  by  the  DOJ  Working  Capital  Fund,  and  digital  intercept  logging  sta- 
tions have  been  funded  by  DOD.  It  is  likely  that  funding  from  these  sources  will 
also  decline  in  the  future,  leaving  DEA  with  less  funding  for  new  technology. 

Immigration  and  Naturalization  Service  (INS). — A  breakdown  of  funding  for  INS 
to  develop  and  procure  improved  technology  to  support  our  law  enforcement  person- 
nel in  fiscal  year  1995  and  planned  for  fiscal  year  1996  is  as  follows: 

[In  millions  of  dollars] 

Fiscal  year — 


Enforcement  Case  Management  System  

Biometrics  Identification  

Inspection  Systems 

Electronics  and  Radios 

Infrastructure  (law  enforcement)  

Corporate  Systems  (law  enforcement)  

In  response  to  the  need  for  advanced  intelligent  sensors,  INS  established  a  devel- 
opment program  with  Lawrence  Livermore  National  Laboratory  in  1990. 

This  project  became  known  as  INSENS  and  incorporated  technical  and  operations 
requirements  from  field  users  to  meet  sensor  needs  for  all  Border  Patrol  areas.  The 
INSENS  sensors  featured  the  ability  to  readily  update  detection  algorithms  to  meet 
changing  target  profiles.  The  INSENS  development  project  was  delayed  in  order  to 
meet  a  pressing  need  for  immediate  deployment  of  operational  sensors.  One  of  our 
major  contracts  for  off-the-shelf  sensors  is  a  contract  with  Sparton  Technology,  Inc., 
in  Rio  Rancho,  New  Mexico.  Completion  of  the  INSENS  project  will  provide  the  Bor- 
der Patrol  with  a  baseline  sensor  specification  which  can  be  kept  current  without 
replacement. 

Federal  Bureau  of  Investigation  (FBI). — The  FBI  has  received  funding  for  tech- 
nology developments  that  benefit  Federal,  state,  and  local  law  enforcement.  In  fact, 
the  primary  beneficiaries  of  the  FBI's  major  investment  in  IAFIS  and  NCIC  2000 
are  state  and  local  law  enforcement  agencies.  The  FBI  received  $73  million  between 
fiscal  years  1991-1994  to  develop  NCIC  2000.  An  additional  $58  million  was  author- 
ized for  the  baseline  National  Crime  Information  Center  (NCIC)  2000  system  in  fis- 
cal year  1996  from  the  Department  of  Justice  Working  Capital  Fund  and  the  FBI's 
Automated  Data  Processing  account.  The  Congress  appropriated  $3.5  million  in  fis- 
cal year  1996  for  the  development  of  a  new  violent  gang/terrorist  organization  file 
for  NCIC  2000. 

The  FBI  has  received  a  total  of  $376.6  million  between  fiscal  years  1992-1996  for 
the  development  of  the  Integrated  Automated  Fingerprint  Identification  System 
(IAFIS).  An  additional  $84.4  million  is  included  in  the  President's  1997  budget 
pending  at  Congress.  To  date,  the  FBI  has  obligated  approximately  $301.5  million 
on  IAFIS  development  and  contract  support  services. 

The  FBI  has  spent  a  total  of  $11,410,600  and  $13,959,000  between  fiscal  years 
1990-1996  on  its  CODIS  and  DRUGFIRE  systems,  respectively. 


1995 

1996 

5 

10 

14 

22 

8 

14 

30 

22 

47 

45 

3 

6 
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The  FBI's  Laboratory  Division  (LD)  is  currently  implementing  a  five-year  mod- 
ernization effort  estimated  at  $30,000,000  of  which  $12,000,000  has  been  appro- 
priated to  date.  The  majority  of  equipment  funds  will  be  used  to  support  the  pri- 
mary initiatives  in  the  Laboratory;  DNA  analysis,  Forensic  Training,  Field  Photo 
Support,  Foreign  Language  Services,  and  Polygraph.  The  LD  will  use  the  funding 
to  replace  broken  and  antiquated  equipment  that  it  has  retained  far  beyond  the  nor- 
mal useful  life.  The  FBI's  fiscal  year  1997  budget  proposes  $6,000,000  for  the  third- 
year  of  this  multi-year  modernization. 

The  FBI's  Electronic  Surveillance  Technology  Program,  formerly  the  Advanced  Te- 
lephony Program,  received  $6,500,000  as  a  result  of  the  fiscal  year  1995 
Counterterrorism  Supplemental  and  $33,400,000  in  fiscal  year  1996  from  the  Vio- 
lent Crime  Reduction  Trust  Fund  (VCRTF).  The  VCRTF  funding  will  be  recurred 
in  fiscal  year  1997  and  will  support  development,  engineering,  and  equipment  acqui- 
sition strategies  required  to  maintain  current  electronic  surveillance  capabilities. 

The  FBI  received  $2,500,000  in  fiscal  year  1996  from  the  VCRTF  to  support  the 
Federal  Wireless  Communications  Initiative,  an  effort  to  establish  a  national  law 
enforcement/public  safety  wireless  communications  network.  An  additional 
$5,725,000  is  included  in  the  President's  fiscal  year  1997  request. 

Question.  What  type  of  advanced  technology  do  these  agencies  use  in  fighting 
crime,  drugs,  and  illegal  immigration? 

Drug  Enforcement  Administration. — DEA  has  always  utilized  advanced  technology 
to  further  its  drug  investigative  and  intelligence  gathering  efforts.  Recent  efforts  in- 
clude: 

Conversion  of  the  agency's  nationwide  domestic  radio  system  from  "clear  voice"  to 
Digital  Voice  Privacy  in  the  Data  Encryption  Standard  (DVP/DES),  to  prevent  inter- 
ception of  radio  traffic  by  drug  traffickers. 

The  introduction  of  dual  band  (UHF/VHF)  mobile  radios,  to  enable  DEA  Special 
Agents  to  communicate  with  other  federal,  state  and  local  law  enforcement  person- 
nel. 

In  1997,  DEA  will  begin  the  process  of  converting  its  nationwide  radio  system 
from  wide  band  (25  Khz)  to  narrow  band  (12.5  Khz)  frequencies. 

The  development  of  new  generation  tracking  and  location  devices  incorporating 
cellular  communications  and  advanced  satellite  technology. 

Developing  and  procuring  new  interception  equipment  capable  of  intercepting  ad- 
vanced telephonic  devices  such  as  digital  telephony,  cellular  communications,  com- 
munications over  cable  television  systems,  etc. 

Introducing  a  system  known  as  T2S2,  which  connects  our  intercept  facilities  with 
a  translation  center  to  provide  for  the  rapid  translation  and  transcription  of  lawfully 
intercepted  communications. 

The  development  of  the  Automated  Booking  Station  (ABS)  to  greatly  refine  and 
expedite  the  booking  of  DEA  prisoners.  The  ABS  provides  a  data  base  of  information 
for  DEA  use.  The  ABS  project  was  adopted  by  DOJ  and  the  NPR  under  the  project 
name  Joint  Automated  Booking  Station  (JABS).  JABS  is  being  developed  to  benefit 
the  entire  law  enforcement  community. 

DEA  is  also  introducing  advanced  video  surveillance  devices  capable  of  gathering 
large  amounts  of  evidence  while  reducing  the  number  of  agents  required  to  conduct 
individual  surveillances. 

In  1995,  DEA  established  a  computer  forensics  program  for  the  seizure,  extrac- 
tion, and  exploitation  of  data  from  computer  hardware  and  software  confiscated  dur- 
ing the  course  of  drug  investigations. 

New  projects  DEA  is  conducting  in  cooperation  with  DOJ  include:  a  facial  recogni- 
tion system,  a  voice  recognition  system,  and  document  scanning  systems,  all  de- 
signed to  improve  the  investigative  capabilities  of  DEA  Special  Agents  as  well  as 
the  agency's  intelligence  gathering  proficiency. 

These  are  only  a  few  examples  of  DEA's  use  of  advanced  technology/investigative 
techniques  to  further  the  agency's  drug  enforcement  mission. 

Immigration  and  Naturalization  Service. — The  Border  Patrol  is  using  unattended 
ground  sensors  with  a  variety  of  seismic,  magnetic  and  passive  infrared  probes. 
Alarms  from  these  sensors  are  displayed,  analyzed  and  recorded  by  an  automated 
system  developed  by  INS  from  field  operations  requirements.  This  system  also 
tracks  agent  status  for  operations  and  officer  safety  purposes,  and  records  incident 
ticket  information.  Several  types  of  electro-optic  systems  are  in  use  to  enhance  bor- 
der control  during  hours  of  darkness.  Long-range  thermal  infrared  surveillance 
scopes  are  used  extensively  along  the  southern  land  border.  These  scopes  provide 
images  even  when  no  ambient  light  is  present.  Night  vision  goggles  and  pocket- 
scopes  which  amplify  starlight  are  used  by  some  sectors.  Low  light  level  television 
(LLLTV)  systems  are  installed  at  selected  sites  along  the  southern  land  border.  The 
LLLTV  cameras  have  proven  to  be  an  effective  border  control  support  system. 
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The  INS  is  deploying  computers  to  all  employees  who  can  benefit  from  them,,  de- 
ploying and  upgrading  systems  and  equipment  for  the  support  of  the  Inspection 
function,  developing  an  incident-based  Enforcement  case  management  system  to 
track  alien  apprehensions  and  intelligence  gathering,  deploying  and  replacing  exist- 
ing radio  platform  with  encrypted  radios,  replacing  and  deploying  electronic  surveil- 
lance equipment  and  systems,  and  developing  and  deploying  a  fingerprint  identifica- 
tion system  to  enable  INS  to  rapidly  and  accurately  identify  persons  of  interest  (e.g., 
criminal  aliens,  illegal  entrants,  and  benefit  applicants)  and  to  share  information 
with  other  law  enforcement  agencies. 

Federal  Bureau  of  Investigation. — The  FBI  is  currently  automating  several  of  its 
identification  and  information  systems,  which  serve  the  criminal  justice  and  law  en- 
forcement communities.  Two  specific  initiatives  are  the  update  to  the  NCIC,  known 
as  NCIC  2000,  and  the  automation  of  the  FBI's  fingerprint  identification  system, 
called  the  IAFIS. 

CODIS  is  a  Combined  DNA  Index  System  which  allows  state  and  local  crime  lab- 
oratories to  store  and  match  DNA  records.  The  1994  Crime  Bill  authorized  the  FBI 
to  establish  as  the  national  DNA  database  to  contain  DNA  samples  from  crime 
scenes.  As  of  March  1996,  CODIS  was  installed  in  47  laboratories  in  24  states. 
CODIS  has  already  assisted  in  80  investigations  and  is  expected  to  aid  in  175  by 
fiscal  year  1997. 

DRUGFIRE  is  a  computer  system  that  links  firearms-related  evidence  from  shoot- 
ing investigations  and  seized  firearms.  DRUGFIRE  is  operational  in  49  firearms 
laboratories  in  16  states  and  the  District  of  Columbia.  DRUGFIRE  has  linked  over 
1,000  pairs  of  shooting  investigations  since  its  inception  in  1992.  In  addition,  70  lab- 
oratories are  expected  to  be  equipped  with  DRUGFIRE  by  fiscal  year  1997. 

The  FBI  collects  evidence  and  intelligence  through  the  development  and  deploy- 
ment of  technical  equipment  and  techniques.  Investigative  personnel  are  provided 
with  a  user  friendly,  reliable,  flexible,  radio  system  capable  of  handling  all  tactical 
communications  requirements;  tests  and  evaluates  radios;  and  provides  mobile  and 
portable  radios  to  the  field.  Surveillance  equipment  is  purchased  which  allows  for 
wide-area  tracking,  surveillance,  and  location  of  subjects,  vehicles,  and  packages 
used  in  the  furtherance  of  criminal  activity.  Critical  research  and  development  ad- 
vances are  made  which  include  miniature  transmitters,  closed  circuit  television,  day 
and  night  vision  equipment,  recorders,  and  concealments  required  to  conduct  inves- 
tigations. Complex  analyses  are  performed  on  and  testimonial  support  provided  for 
forensic  audio/video  and  other  technical  devices. 

Law  enforcement  must  continue  development  efforts  and  equipment  procurement 
to  overcome  electronic  surveillance  problems  encountered  as  a  result  of"  digital  and 
other  advanced  communications  technologies.  The  Electronic  Surveillance  Tech- 
nology Program  performs  a  number  of  development,  engineering,  and  equipment  ac- 
quisition strategies  to  maintain  current  electronic  surveillance  capabilities. 

Law  enforcement  must  continue  development  efforts  and  equipment  procurement 
to  lawfully  intercept  "Wireline"  technologies  such  as  facsimile  machines,  telexes, 
data  on  local  area  networks  (including  electronic  mail),  and  computer  modems.  Digi- 
tal telephony  provides  for  more  reliable  communications,  faster  transmission  speeds, 
higher  information  throughput,  and  an  infinite  number  of  features  and  services.  As 
an  example,  the  Integrated  Services  Digital  Network  is  a  platform  for  an  all-digital 
network  capable  of  simultaneously  transmitting  voice,  data,  and  video.  Currently 
deployed  analog  equipment  is  unable  to  capture  new  telecommunications  technology 
features  such  as  caller  identification,  call  forwarding,  auto  recall  identification,  and 
is  unable  to  reproduce  facsimile  and  modem  traffic  now  being  transmitted. 

Additionally,  law  enforcement  must  develop  solutions  and  equipment  to  lawfully 
intercept  "Wireless"  technologies  such  as  cellular  telephones  and  other  wireless  com- 
munication services  such  as  pagers,  airplane-based  phones,  personal  communicators, 
and  satellite-based  communications.  The  emerging  cellular  seamless  network  will 
allow  transparent  initiation  and  reception  of  telephone  calls  anywhere  in  the  United 
States  thus  thwarting  current  electronic  surveillance  techniques. 

Finally,  law  enforcement  must  continue  to  seek  decryption  development  efforts  as 
the  rapid  movement  of  the  telecommunications  industry  to  an  all-digital  network 
will  provide  for  a  potential  growth  in  low  cost,  high  quality,  and  readily  available 
encryption  devices  for  the  general  public. 

Question.  Is  there  any  initiative  within  the  Administration  to  promote  the  use  of 
advanced  technology  in  law  enforcement  work?  If  not,  why  not? 

Answer.  The  Office  of  National  Drug  Control  Policy  (ONDCP)  sponsors,  and  funds, 
developmental  projects  to  benefit  law  enforcement.  DEA  also  works  closely  with  the 
Department  of  Defense  (DOD),  the  National  Security  Agency  (NSA),  the  Federal  Bu- 
reau of  Investigation  (FBI),  and  the  Department  of  Justice  (DOJ)  on  a  variety  of 
technology  development  projects. 
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The  INS  is  actively  planning  the  integration  of  all  border  surveillance  systems  to 
provide  a  coherent  system  which  will  take  advantage  of  available  advanced  tech- 
nology. The  INS  is  completing  an  updated  assessment  of  requirements  for  remote 
video  surveillance  (RVS)  systems  to  replace  LLLTV  systems  that  have  reached  the 
end  of  their  life  cycle.  Thermal  infrared  imagers  mounted  together  with  daylight 
cameras  on  fixed  sites  will  provide  24-hour  surveillance  capability  currently  re- 
quired by  field  personnel.  Since  the  current  LLLTV  systems  were  installed,  video 
motion  detection  has  matured  to  the  point  that  multiple  cameras  can  be  monitored 
at  one  time,  with  greater  accuracy  and  less  strain  on  personnel. 

Future  systems  will  include  mobile  operations  centers  and  command  and  control 
centers  including  operations  teleconferencing,  global  positioning  data.  The  INS  plans 
other  initiatives  including  additional  use  of  various  types  of  night  vision  equipment, 
test  measurement  and  diagnostic  equipment  including  notebook  computers  with 
CD-ROM,  power  and  grounding  upgrades,  and  joint  exercises  and  other  cooperative 
endeavors  with  other  agencies. 

These  initiatives  will  allow  INS  to  increase  the  effectiveness  of  essential  border 
control  enforcement  operations  through  greater  deterrence,  more  efficient  assign- 
ment of  personnel,  increased  coverage  of  territory  with  available  personnel,  faster 
response  to  incidents  through  remote  identification  of  intrusions  and  enhanced  intel- 
ligence gathering  and  analysis  capability.  In  short,  it  will  act  as  an  effective  force 
multiplier. 

The  development  of  NCIC  2000  and  IAFIS  will  enable  the  law  enforcement  com- 
munity to  utilize  advanced  technology  to  identify  and  potentially  incarcerate  crimi- 
nals in  a  more  efficient  and  effective  manner.  Currently,  the  FBI  utilizes  a  manual 
fingerprint  identification  system  which  takes  up  to  8  weeks  to  process  a  fingerprint 
card  submission.  Once  IAFIS  is  fully  operational,  all  fingerprints  will  be  processed 
in  24  hours,  with  priority  fingerprint  identifications  processed  in  2  hours.  Similarly, 
once  NCIC  2000  is  operational,  law  enforcement  will  have  the  capability  to  transmit 
mug  shots  and/or  a  single  fingerprint  through  a  communications  network  to  com- 
pare to  the  NCIC  2000  database  of  mug  shots  and  fingerprints.  This  new  technology 
will  enable  the  law  enforcement  community  to  detect  the  use  of  false  names  by 
wanted  persons,  fugitives,  and  felons. 

The  FBI  proposes  to  establish  a  National  Instant  Check  System  (NICS)  in  compli- 
ance with  the  Brady  Handgun  Violence  Prevention  Act  (Brady  Act),  Public  Law 
103-159  which  directs  the  Attorney  General  to  establish  within  60  months  after  en- 
actment, a  national  instant  criminal  background  check  system  that  any  licensee 
may  contact,  by  telephone  or  by  other  electronic  means  to  supply  information  on 
whether  or  not  receipt  of  a  firearm  by  a  prospective  customer  would  violate  Section 
922  of  Title  18,  United  States  Code  or  State  law.  The  Brady  Act  mandates  an  imme- 
diate response,  within  30  seconds,  to  gun  dealers'  queries  over  telephone  lines  or 
other  electronic  transmissions  to  an  authorized  Federal,  State,  or  local  law  enforce- 
ment agency.  The  FBI  requires  $20.24  million  for  this  development. 

Two  major  changes  regarding  the  use  of  radio  spectrum  are  driving  a  move  to  con- 
solidate and  implement  more  efficient  land  mobile  radio  systems.  First,  Congress 
mandated  a  reallocation  of  a  portion  of  Federally-used  spectrum  to  the  private  sec- 
tor. Second,  the  National  Telecommunications  and  Information  Administration 
(NTIA)  mandated  that  all  new  Federal  radio  systems  installed  after  January  1, 
1995,  have  the  capability  to  operate  in  a  channel  half  the  current  size,  and  requires 
the  conversion  of  all  systems  to  the  narrower  band  by  January  1,  2005.  In  concert 
with  these  changes,  the  Federal  Law  Enforcement  Wireless  Users  Group  (FLEWUG) 
was  formed  on  April  20,  1994,  in  response  to  the  National  Performance  Review's  In- 
formation Technology  Initiative  04,  "Establish  a  National  Law  Enforcement/Public 
Safety  Network." 

Although  the  NTIA  mandate  effectively  doubles  the  number  of  radio  frequencies 
available  for  assignment,  frequency  congestion  will  continue  as  many  agencies  will 
utilize  existing  wideband  systems  until  January  1,  2005.  Radio  interference  due  to 
reuse  of  frequencies  jeopardizes  officer  safety  and  investigations.  In  addition,  spec- 
trum is  needed  for  new  technologies  to  meet  future  communications  requirements 
such  as  data/images  (fingerprints,  mugshots,  license  information,  etc.),  biomedical 
information  (rescue  services),  and  electronic  messaging/reporting. 

To  meet  these  challenges,  the  Federal  Wireless  Communications  initiative  re- 
quires a  multi-year  commitment  of  funds  to  plan,  test,  and  prepare  for  the  full-scale 
implementation  of  a  national  law  enforcement/public  safety  wireless  communica- 
tions network.  Eight  technical  positions  and  $15,000,000  in  nonpersonnel  funding 
per  year  for  the  first  five  years  are  required  to  support  the  FLEWUG  Program  Man- 
agement Office  (PMO).  The  PMO  will  conduct  projects  to  develop  a  nationwide  wire- 
less network  and  support  the  interoperability,  functional,  management,  technical, 
and  spectral  requirements. 
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The  use  of  a  shared  infrastructure  will  result  in  significant  cost  savings  and  cost 
avoidance  by:  (1)  reducing  costs  through  the  use  of  off-the-shelf  standard  radio 
equipment  and  technologies;  (2)  benefiting  from  economies  of  scale  through  consoli- 
dated systems  planning,  development,  installation,  procurement  and  acquisition;  (3) 
benefiting  from  economies  of  scope,  since  the  cost  of  providing  a  wireless  infrastruc- 
ture for  all  Federal  users  should  be  lower  than  the  cost  of  providing  individual  sys- 
tems for  each  Federal  entity;  and  (4)  encouraging  the  introduction  of  more  spectrally 
efficient  technologies.  This  initiative  will  foster  the  use  of  advanced,  multi-mode, 
digital  radio  systems  that  improve  the  flow  of  information  such  as  fingerprints,  mug 
shots,  criminal  records,  and  other  types  of  stored  digital  data.  The  envisioned  sys- 
tem will  also  promote  cross-agency  coordination  and  cooperation  and  will  enhance 
officer  and  special  agent  safety. 

In  fiscal  year  1996,  the  FBI  received  four  technical  support  positions  and  two 
workyears,  which  are  being  used  to  establish  the  PMO.  In  fiscal  year  1996,  work 
will  proceed  on  two  concurrent  tracks.  Efforts  will  continue  to  improve  the  efficiency 
of  existing  systems.  It  is  also  anticipated  that  standards  will  be  adopted  for  digital, 
narrowband  land  mobile  radio  systems.  On  a  separate  track,  the  PMO  will  under- 
take the  necessary  requirements  and  cost  analyses  needed  to  assess  alternative 
courses  of  action,  and  select  a  strategy  for  moving  to  more  advanced  and  efficient 
technology.  The  FBI's  fiscal  year  1997  request  includes  two  technical  support  posi- 
tions, one  workyear,  and  $5,725,000  to  support  the  PMO. 

In  fiscal  year  1997  and  beyond,  the  PMO  will  oversee  all  efforts  in:  analyzing  al- 
ternative technical  designs  for  a  shared  use  network;  performing  cost/benefit  analy- 
ses; evaluating  standards-based  technical  solutions  and  assessing  advanced  multi- 
mode  digital  communications  in  test-bed  environments;  identifying  acquisition  strat- 
egies; and  developing  the  intra-governmental  and  inter-governmental  management 
structures  to  support  future  operations. 


Question  Submitted  by  Senator  Mitch  McConnell 

Question.  General  Reno,  I  have  had  a  long-standing  interest  in  the  recovery  of 
missing  children  and  have  been  involved  in  a  number  of  legislative  initiatives  in 
their  area.  About  a  month  ago,  I  introduced  a  new  bill  to  establish  the  Jimmy  Ryce 
Law  Enforcement  Training  Center  (S.  1652),  to  train  local  and  state  law  enforce- 
ment officials  in  missing  child  cases.  The  bill  provides  that  the  National  Center  for 
Missing  and  Exploited  Children  will  be  responsible  for  coordinating  the  training,  in 
conjunction  with  DOJ  resources.  I  know  you  are  not  familiar  with  this  particular 
bill,  but  I  would  appreciate  it  if  you  could  take  a  look  at  it  and  let  me  know  your 
views. 

Answer.  This  Senate  Bill  and  a  substantially  similar  House  Bill  would  create  a 
training  center  at  the  OJJDP-funded  national  resource  center  and  clearinghouse, 
currently  administered  through  the  National  Center  for  Missing  and  Exploited  Chil- 
dren. It  would  be  known  as  Jimmy  Ryce  Law  Enforcement  Training  Center  for  the 
Recovery  of  Missing  Children.  The  Center  would:  (1)  assist  policy  level  law  enforce- 
ment managers  to  develop  effective  investigative  and  prosecutorial  protocols  and 
policies  for  missing  or  exploited  children  cases;  (2)  enhance  awareness  regarding 
programs,  activities,  and  services  of  the  national  resource  center  and  clearinghouse 
and  those  of  Federal  agencies  with  responsibilities  in  the  area  of  missing  and  ex- 
ploited children;  (3)  provide  nationwide  training  relative  to  the  FBI  National  Crime 
Information  Center  Missing  Person  File  for  state  and  local  law  enforcement  infor- 
mation specialists  using  staff  from  the  national  resource  center  and  clearinghouse, 
the  OJJDP  training  and  technical  assistance  contractor,  and  the  FBI's  Criminal 
Justice  Information  Services  Division;  and  (4)  conduct  training  for  state  and  local 
law  enforcement  pertaining  to  investigative  techniques  for  missing  or  exploited  chil- 
dren cases. 

The  purpose  of  these  bills  is  to  create  the^  training  center  at  the  national  resource 
center  and  clearinghouse  and  to  provide  funding  to  support  the  training  of  state  and 
local  law  enforcement  personnel.  OJJDP  currently  conducts  three  courses  for  State 
and  local  law  enforcement  investigators  focusing  on  missing  and  exploited  children 
cases:  Basic  Investigative  Techniques:  Missing/Abducted  Children;  Child  Abuse  and 
Exploited  Children  Investigative  Techniques;  and  Child  Sexual  Exploitation  Inves- 
tigation. These  programs  are  conducted  on  a  regular  basis  by  Fox  Valley  Technical 
College  under  an  OJJDP  contact. 

OJJDP  supports  the  objective  of  these  bills  to  increase  the  level  of  law  enforce- 
ment training  related  to  missing  and  exploited  children  cases  and  to  provide  execu- 
tive level  training  to  facilitate  the  establishment  of  missing  children  policies  and 
protocols  for  State  and  local  law  enforcement  agencies.  However,  OJJDP's  concern 
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is  that  funds  are  not  diverted  from  other  important  programs  currently  being  fund- 
ed under  the  Missing  and  Exploited  Children's  program,  or  from  other  OJJDP  pro- 
grams. 


Question  Submitted  by  Senator  Daniel  K.  Inouye 

Question.  I  would  like  to  know  what  specific  plans  the  Justice  Department  and 
the  Bureau  of  Prisons  have  for  the  design,  construction  and  operation  of  the  Hawaii 
detention  facility;  and 

I  would  like  to  be  assured  that  over  the  course  of  the  next  few  years  while  the 
Hawaii  facility  is  being  built,  the  Justice  Department  and  the  Bureau  of  Prisons  will 
closely  scrutinize  privatization  efforts  such  that  primary  attention  is  given  to  prop- 
erly resolving  Hawaii's  pretrial  and  immigration  detention  crisis,  not  to  the  policy 
goal  of  privatization  for  its  own  sake. 

Answer.  The  Record  of  Decision  (ROD)  for  the  Hawaii  project  was  signed  by  the 
Director  of  the  Bureau  of  Prisons  (BOP)  last  month  and  negotiations  are  underway 
to  modify  the  existing  Architectural  and  Engineering  (A&E)  contract  consistent  with 
the  ROD.  BOP  expects  to  award  an  amended  contract  by  August  1996,  and  con- 
struction will  begin  in  September  1997  with  an  anticipated  completion  date  of 
March  2000.  The  current  Administration  plan  is  for  privatization  of  all  future  deten- 
tion facilities.  However,  Hawaii  presents  several  unique  factors  such  that  the  De- 
partment will  carefully  review  plans  for  future  operation  of  the  facility. 


Questions  Submitted  by  Senator  Frank  R.  Lautenberg 
legislation  to  hold  firearms  dealers  liable 

Question.  As  you  know,  Madam  Attorney  General,  I  have  introduced  legislation 
that  would  hold  firearms  dealers  liable  to  injured  third  parties  if  the  dealer  sells 
a  firearm  to  a  felon  or  juvenile,  who  then  uses  the  firearm  to  physically  harm  the 
innocent  third  party.  The  purpose  of  this  legislation  is  to  help  keep  guns  out  of  the 
wrong  hands,  and  to  provide  compensation  for  injured  innocent  third  parties.  Please 
review  this  legislation  proposal  and  provide  the  Department's  position. 

Answer.  We  are  extremely  sympathetic  to  the  purpose  of  "The  Gun  Victim  Com- 
pensation Act",  S.  2443  (introduced  in  the  103rd  Congress),  which  is  to  provide  vic- 
tims of  firearms  offenses  an  additional  forum  for  suits  against  individuals  who  un- 
lawfully transfer  the  offending  weapons  to  prohibited  persons.  As  recognized  by  your 
bill,  sections  922(d),  922(b)(1)  and  922(x)  of  title  18  already  make  it  a  federal  crimi- 
nal offense  to  transfer  these  weapons  to  certain  classes  of  individuals,  and  we  note 
that  it  would  appear,  based  on  decisions  from  several  state  Courts  of  Appeals,  that 
in  many  jurisdictions  a  person  injured  by  a  weapon  that  had  been  illegally  trans- 
ferred presently  have  a  cause  of  action  against  the  transferor  in  state  court.  Con- 
gress should  consider  whether  this  proposal  would  provide  additional  rights  to  vic- 
tims, or  would  only  give  a  victim  a  choice  of  courts. 

In  addition  to  the  above  considerations,  we  have  some  suggested  refinements  to 
S.  2443  resulting  in  large  part  from  the  changes  in  the  federal  firearms  statutes 
since  you  first  introduced  this  legislation  in  the  previous  Congress. 

As  presently  drafted,  Section  2  of  the  bill  creates  a  new  subsection  "(j)"  to  Section 
924  of  Title  18,  United  States  Code.  This  should  be  changed  to  "(o)"  since  sub- 
sections (j)  through  (n)  already  exist. 

The  first  full  sentence  of  Section  2  of  S.  2443  creates  a  cause  of  action  based  upon 
a  violation  of  two  criminal  sections  of  Title  18  and  the  sale,  delivery  or  transfer  of 
"a  handgun  to  a  person  who  the  transferor  knows  or  has  reasonable  cause  to  believe 
is  a  juvenile,  except  as  provided  in  paragraph  (6)".  Since  S.  2443  was  introduced, 
the  "Violent  Crime  Control  and  Law  Enforcement  Act  of  1994"  has  become  law. 
That  statute  included  a  new  Youth  Handgun  Safety  Act  (18  U.S.C.  Section  922(x) 
which  made  it  a  criminal  offense  to  sell  transfer  or  deliver  a  handgun  or  ammuni- 
tion to  a  juvenile  with  certain  exceptions  which  mirrored  the  exceptions  in  para- 
graph (6)  of  S.  2443.  As  a  result  of  the  enactment  of  this  new  section  S.  2443  can 
be  redrafted  to  state, 

"(1)  In  general. — Any  person  who  sells,  delivers,  or  otherwise  transfers — 
"(A)  a  firearm  in  violation  of  sections  922(d)  or  922(b)(1)  or 
"(B)  a  handgun  in  violation  of  922(x)  shall  be  liable  for  damages  caused 
by  a  discharge  of  the  transferred  firearm  by  the  transferee." 

In  addition,  since  all  of  the  exceptions  included  in  proposed  subsection  (6)  are  in- 
cluded as  exceptions  in  18  U.S.C.  Section  922(x)(AMC)  that  portion  of  the  bill  can 
be  deleted  as  duplicitous. 
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MOTOR  VEHICLE  THEFT  PREVENTION  PROGRAM 

Question.  In  1994  I  authored  the  Motor  Vehicle  Theft  Prevention  Act,  which  was 
included  in  that  year's  Anti-Crime  Act.  This  law  establishes  a  national  auto  theft 
prevention  program.  The  process  is  simple:  Participating  car  owners  attach  a  decal 
that  states  that  the  car  owner  authorizes  law  enforcement  officers  to  stop  the  indi- 
vidual driving  the  car  at  certain  hours  of  the  day  (late  night  through  early  morning 
hours)  for  questioning  regarding  that  individual's  use  of  the  car. 

Under  a  similar  program  in  New  York  City,  vehicles  without  decals  were  about 
60  times  more  likely  to  be  stolen  than  those  with  this  simple  decal.  It  is  my  under- 
standing that  proposed  regulations  that  would  implement  this  program  have  been 
published,  but  I  have  not  heard  anything  further  on  this  in  several  months.  Please 
provide  an  update  on  the  implementation  of  the  Motor  Vehicle  Theft  Prevention  Act. 

Answer.  The  Motor  Vehicle  Theft  Prevention  Program  is  a  new  program  author- 
ized by  the  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994.  On  October 
24,  1995,  the  Department  published  the  proposed  rule  in  the  Federal  Register  for 
comment.  Since  then,  the  program  has  been  delegated  to  the  Office  of  Justice  Pro- 
grams (OJP)  for  administration.  OJP  has  received  all  comments  and  is  modifying 
the  rule  to  address  the  concerns  and  issues  raised  during  the  review  process. 

OJP  expects  to  have  a  finalized  rule  by  July  1996.  Afterward,  it  is  anticipated 
that  a  single  state  agency  or  public  interest  group  will  be  selected  to  administer  a 
demonstration  project  to  test  the  program  for  replication  on  a  national  basis. 

This  program  received  $500,000  in  fiscal  year  1996,  and  has  requested  $1,000,000 
in  fiscal  year  1997. 

DOMESTIC  VIOLENCE  OFFENDER  GUN  BAN 

Question.  I  have  introduced  legislation  which  would  prohibit  any  individual  con- 
victed of  any  crime  involving  an  act  of  domestic  violence  from  owning  or  possessing 
a  gun.  As  you  are  aware,  under  current  Federal  law,  it  is  illegal  for  persons  con- 
victed of  felonies  to  possess  a  firearm.  Yet,  many  people  who  engage  in  spousal  or 
child  abuse  are  not  ultimately  charged  with  or  convicted  of  a  felony.  The  fact  is,  at 
the  end  of  the  day,  perhaps  as  a  result  of  a  plea  bargain  or  through  a  downgrading 
of  the  offense,  spouse  and  child  abusers  are  very  often  convicted  of  misdemeanors. 
These  people  are  then  still  free  under  Federal  law  to  possess  a  firearm.  In  my  view, 
that  is  a  dangerous  loophole,  and  this  legislation  would  close  it.  Does  the  Depart- 
ment of  Justice  support  this  approach,  or  have  a  position  or  opinion  regarding  this 
proposal? 

Answer.  S.  1632,  the  "Domestic  Violence  Offender  Gun  Ban",  addresses  a  problem 
which  we  agree  has  become  increasingly  troublesome,  i.e.,  the  possession  of  firearms 
by  individuals  who  have  demonstrated  that  they  are  prone  toward  committing  vio- 
lent acts  upon  individuals  with  whom  they  have  a  close  relationship.  Unfortunately, 
on  a  daily  basis  we  hear  about  individuals  who  have  been  in  long  term  violent  rela- 
tionship suddenly  grabbing  a  gun  and  killing  someone.  S.  1632  will  help  keep  guns 
out  of  that  volatile  situation. 

We  do  have  some  concerns  with  the  bill  as  presently  drafted.  In  Section  1,  "crime 
involving  domestic  violence"  is  defined  in  part  as  a  "felony  or  misdemeanor  crime 
of  violence"  but  those  terms  are  left  undefined.  As  a  result  it  is  unclear  whether 
offenses  which  are  often  symptoms  of  domestic  abuse,  such  as  trespassing  (or  un- 
lawful entry),  harassing  phone  calls,  threats,  or  misdemeanor  breaking  and  enter- 
ing, would  be  included.  Later  in  Section  1,  a  list  of  relationships  between  the  parties 
is  given,  but  the  relationship  of  two  people  cohabitating  but  not  as  a  spouse  is  omit- 
ted. While  we  recognize  that  the  definition  included  in  the  bill  has  been  used  in 
other  sections  of  this  Title,  we  have  recently  experienced  difficulty  in  a  prosecution 
due  to  the  omission  of  this  type  of  relationship. 

In  Section  2  the  proposed  amendment  to  Section  922  proposes  adding  a  new  sub- 
section which  would  state  "(9)  is  under  indictment  for,  or  has  been  convicted  in  any 
court  of,  any  crime  involving  domestic  violence."  This  should  be  changed  to  state  "is 
presently  facing  charges  for,  or  has  been  convicted  in  any  court  of,  any  crime  involv- 
ing domestic  violence."  Leaving  the  language  as  "under  indictment"  would  eliminate 
almost  all  misdemeanor  offenses  since  they  are  usually  charged  by  complaint,  infor- 
mation or  some  other  charging  document  as  well  as  some  felony  cases  where  the 
prosecution  has  proceeded  by  way  of  a  preliminary  hearing  and  information  or 
where  an  indictment  has  not  yet  been  filed.  (This  same  alternative  language  should 
be  substituted  in  Section  2(2)  of  S.  1632.) 

With  regard  to  Sections  3  and  4  of  S.  1632,  the  Administration  has  this  year  sub- 
mitted the  "Enhanced  Prosecution  and  Punishment  of  Armed  Dangerous  Felons  Act 
of  1996".  Section  2  of  that  act  states, 
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Section  921(a)(20)  of  title  18,  United  States  Code,  is  amended  by  adding 
at  the  end  the  following:  "Notwithstanding  the  previous  sentence,  if  the 
conviction  was  for  a  violent  felony  or  a  serious  drug  offense  (as  defined  in 
section  924(e)(2)(A)  and  (B)),  the  person  shall  be  considered  convicted  for 
purposes  of  this  chapter  irrespective  of  any  pardon,  setting  aside, 
expunction  or  restoration  of  civil  rights." 

We  believe  that  individuals  convicted  of  a  "crime  involving  domestic  violence" 
should  be  included  in  that  provision. 

ANTI-GUN  TRAFFICKING  ACT 

Question.  Senator  Simon  and  I  have  introduced  the  Anti-Gun  Trafficking  Act, 
which  would  amend  the  Federal  criminal  code  to  prohibit  any  licensed  firearms  im- 
porter, manufacturer,  or  dealer  from  transferring  two  or  more  handguns  to  an  unli- 
censed individual  during  any  30-day  period,  or  a  handgun  to  an  unlicensed  individ- 
ual who  received  a  handgun  during  the  30-day  period  ending  the  date  of  the  trans- 
fer. Basically,  this  "one-gun-a-month"  proposal  is  designed  to  reduce  interstate  gun 
trafficking  by  prohibiting  bulk  purchases  of  handguns.  As  you  know,  many  criminals 
purchase  large  quantities  of  guns  in  states  with  weak  firearm  laws,  and  then  trans- 
port these  guns  to  states  with  tougher  laws. 

In  response  to  this  problem,  Virginia  enacted  a  one-gun-per-month  limit.  Since  the 
enactment  of  this  statute,  there  has  been  a  65  percent  reduction  in  the  likelihood 
that  a  gun  traced  back  to  the  Southeast  from  the  Northeast  corridor  can  be  traced 
back  to  Virginia.  This  law  has  been  so  effective  that  Maryland  is  also  about  to  enact 
its  own  one-gun-per-month  law.  However,  many  law  enforcement  officials  now  fear 
that  criminal  gun  runners  will  turn  to  other  states  with  more  lax  firearms  laws  for 
their  supply  of  guns. 

In  light  of  this,  we  have  introduced  a  national  one-gun-per-month  bill.  Does  the 
Department  have  a  position  on  this  legislation,  or  on  the  concept  of  a  national  one- 
gun-per-month  law? 

Answer.  S.  1113,  the  "Anti-Gun  Trafficking  Act  of  1995",  amends  section  922  of 
title  18  to  make  it  illegal  for  an  individual  to  purchase  more  than  one  firearm  dur- 
ing any  30-day  period  and  also  makes  it  illegal  for  any  licensed  dealer  to  transfer 
to  an  individual  more  than  one  firearm  during  any  30-day  period.  This  idea  of  limit- 
ing the  number  of  firearms  purchases  was  first  enacted  in  the  Commonwealth  of 
Virginia  and  more  recently  in  the  State  of  Maryland  in  an  attempt  to  reduce  the 
number  of  "straw  purchases",  which  is  one  of  the  ways  criminals  obtain  weapons. 
We  have  seen  encouraging  results  from  the  Virginia  limitations. 

We  continue  to  examine  this  and  other  proposals  designed  to  reduce  gun  violence 
in  our  communities.  As  you  know,  the  problem  of  violence  especially  in  conjunction 
with  firearms  has  become  an  increasing  concern  of  the  public  and  has  been  the  focus 
of  the  Department's  efforts  since  1993.  The  Department  has  been  aggressively  pros- 
ecuting armed,  violent  criminals  and  moving  toward  full  implementation  of  the  Na- 
tional Instant  Criminal  Background  Check  System.  Not  only  have  we  fought  to  curb 
crime  through  aggressive  prosecution,  we  have  sought  to  keep  guns  out  of  the  hands 
of  criminals  on  the  front  end,  to  prevent  the  crimes  from  occurring.  The  Administra- 
tion has  done  so  through  reasonable  regulation  of  firearms,  including  the  Brady  Act 
and  the  assault  weapons  ban.  These  measures,  along  with  legislation  to  amend  the 
Gun  Free  Schools  Act,  18  U.S.C.  Section  924(c)  and  the  appropriation  of  the  remain- 
ing NCHIP  funds  authorized  under  the  Brady  Act  of  1994,  are  sorely  needed. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

ILLEGAL  IMMIGRANTS  IN  NEBRASKA 

Question.  In  March,  the  Nebraska  State  Patrol  stopped  vehicles  in  two  separate 
incidents  along  1-80.  One  vehicle  carried  about  20  suspected  illegal  immigrants  and 
the  other  carried  about  12.  These  suspected  illegal  immigrants  were  released  with- 
out being  charged,  however,  because  the  INS  could  not  respond  to  the  State  Patrol's 
call  and  the  State  Patrol  does  not  have  the  authority  to  detain  them.  I  understand 
that  this  is  largely  a  question  of  INS  law  enforcement  resources. 

However,  given  the  current  strains  on  resources  and  the  likelihood  of  this  continu- 
ing to  happen,  are  there  other  solutions? 

According  to  the  father  of  one  of  the  State  Patrolman  who  made  the  stop,  the  driv- 
er of  the  van  informed  the  State  Patrol  of  where  they  were  going  to  work.  Is  there 
effective  follow-up  by  the  INS  in  situations  like  this? 

Answer.  The  INS  Omaha  District  Office  has  experienced  a  significant  increase  in 
the  number  of  referrals  received  from  the  Nebraska  State  Patrol  identifying  vehicle 
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occupants  as  illegal  aliens.  In  order  to  be  responsive  to  law  enforcement  authorities, 
the  district  office  has  contacted  key  offices  in  the  Nebraska  State  Patrol  to  explain 
our  ability  and  criteria  for  responding.  The  district  established  the  following  criteria 
for  which  INS  will  respond  to  traffic  checks.  One  of  the  three  conditions  must  exist: 

1.  An  alien  has  a  criminal  record,  an  INS  record  of  being  previously  deported  from 
the  U.S.,  or  an  INS  record  for  having  been  involved  in  prior  smuggling  operations; 

2.  More  than  20  aliens  are  involved  in  the  traffic  stop;  or, 

3.  Aliens  are  being  transported  in  unsafe  conditions  or  vehicles.  INS  will  generally 
respond  to  all  stops  involving  the  transportation  of  aliens  in  trailers  and  trucks. 

A  local  INS  reporting  form  was  developed  and  furnished  to  the  law  enforcement 
community.  The  officer  making  the  stop  is  asked  to  record  certain  information,  in- 
cluding the  destination  and  place  of  employment  for  the  aliens  and  forward  the  form 
to  the  Omaha  District  Office.  The  information  is  forwarded  to  the  nearest  INS  office 
for  investigation.  This  system  has  worked  well.  The  Chicago  District  Office  has  ap- 
prehended individuals  in  five  alien  smuggling  cases  as  a  result  of  information  ini- 
tially reported  by  the  Nebraska  State  Patrol. 

Question.  In  Nebraska,  many  smaller  communities  with  meat-packing  plants  are 
experiencing  an  influx  of  immigrants.  At  the  same  time,  more  communities  in  Ne- 
braska are  experiencing  increases  in  assaultive  behavior  associated  with  gang  activ- 
ity and  increases  in  methamphetamine  trafficking.  The  temptation  is  to  link  these 
phenomena.  What  do  DOJ  studies  and  information  indicate  regarding  these  in- 
creases— is  there  a  causal  relationship? 

Answer.  While  we  are  aware  of  the  public  discussion  regarding  the  linkage  of 
crime  in  communities  with  large  alien  populations,  INS  is  not  aware  of  any  defini- 
tive studies  on  whether  there  is,  in  fact,  a  causal  relationship.  INS  however,  is 
working  with  Nebraska  meat-packing  plants  to  reduce  the  primary  incentive  for  ille- 
gal immigration,  the  job  market,  and  to  ensure  that  U.S.  jobs  are  filled  by  author- 
ized workers.  In  May  1996,  several  of  the  nation's  largest  meat-packing  companies, 
including  IBP  of  Dakota  City,  Nebraska,  and  BeefAmerica  of  Omaha,  Nebraska,  vol- 
unteered to  participate  in  the  expansion  of  a  new  computer-based  pilot  project  to 
verify  whether  non-citizen  employees  are  authorized  to  work  in  the  United  States. 
The  Employment  Verification  Pilot  (EVP)  provides  participating  employers  with  a 
way  to  quickly  verify  with  INS,  through  a  personal  computer,  whether  their  newly- 
hired  non-citizen  employees  are  authorized  to  work.  Employment  verification  is 
working  to  crack  down  on  illegal  immigration  by  making  it  harder  for  illegal  aliens 
to  get  jobs. 

Question.  The  number  of  vehicles  carrying  illegal  immigrants  on  1-80  appears  to 
be  growing.  Why  is  the  flow  increasing?  Are  our  increased  border  initiatives  actually 
reducing  the  number  of  illegals  entering  or  are  we  just  re-routing  illegal  aliens? 

Answer.  Traffic  routes  of  illegal  aliens  are  constantly  changing  as  a  result  of 
many  factors,  e.g.,  increased  border  enforcement,  seasonal  or  new  employment  op- 
portunities, distance  and  time  to  destination,  previous  success,  random  selection, 
etc.  Although  the  level  of  alien  traffic  along  1-80  appears  to  be  increasing,  there  is 
no  intelligence  or  statistical  correlation  between  the  increase  and  any  INS  oper- 
ation. The  extent  of  the  problem  may  be  distorted  by  the  amount  of  media  attention 
that  alien  movement  is  now  getting. 

USE  OF  BYRNE  GRANTS  IN  NEBRASKA 

Question.  Nebraska  is  currently  implementing  some  very  creative  uses  for  their 
Byrne  grant  funds.  The  Crime  Commission,  which  administers  the  Byrne  funds,  has 
re-ally  opened  up  their  grant  process  by  requesting  "concepts"  papers  from  which 
they  select  the  best  idea.  The  Commission  then  works  with  the  creator  of  the  idea 
to  develop  a  workable  program.  A  good  example  of  the  results  of  their  process  is 
a  project  being  developed  in  Dawson  County.  Dawson  County,  in  central  Nebraska, 
has  a  growing  gang  problem.  The  Deputy  Sheriff  there  reports  that  there  are  three 
active  gangs  in  his  county  with  a  combined  60-80  members — this  is  a  county  whose 
largest  town  has  less  than  7,000  inhabitants.  Dawson  County  is  currently  served 
by  a  multijurisdictional  task  force  funded  with  Byrne  dollars.  The  Crime  Commis- 
sion is  looking  to  provide  funding  for  a  "gang  officer"  who  will  become  the  expert 
in  the  area,  develop  and  present  education  programs  to  schools  and  parents  and 
start  working  with  neighborhood  groups  in  an  effort  to  be  proactive  and  serve  as 
a  link  with  the  existing  task  force. 

A  similar  initiative  is  underway  in  Omaha  where  the  prosecutor's  office  is  using 
a  new  assessment  tool  to  assess  each  juvenile  when  they  first  have  contact  with  the 
juvenile  justice  system.  The  Crime  Commission  is  planning  to  pay  the  existing 
Omaha  Police  Department  Gang  Unit  to  do  intervention  with  those  kids  at  risk  of 
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gang  activity  and  get  those  at  risk  into  a  gang  prevention  program  run  by  the  Boys 
and  Girls  club.  The  Gang  Unit  will  also  work  with  the  parents. 

Both  of  these  projects  are  designed  to  get  the  biggest  bang  for  the  buck.  They 
focus  on  linking  existing  endeavors  in  an  effort  to  be  even  more  efficient.  They  also 
plan  to  measure  results. 

I  want  to  draw  these  initiatives  to  your  attention  because  I  am  impressed  with 
the  work  Nebraska  has  done  in  this  area,  recognizing  that  youth  violence  and  gang 
problems  will  continue  to  grow.  Does  the  Department  collect  information  on  what 
states  are  doing  with  Byrne  grants  and  disseminate  information  on  "best  practices?" 
You  may  want  to  contact  the  Nebraska  Crime  Commission  to  learn  about  their  ini- 
tiatives. 

Answer.  The  overall  goal  of  the  Bureau  of  Justice  Assistance's  (BJA's)  evaluation 
program  is  to  identify  programs  of  proven  effectiveness  so  that  they  can  be  pub- 
licized and  replicated  in  other  jurisdictions.  Evaluation  results  guide  the  formula- 
tion of  policy  and  programs  of  Federal,  state,  and  local  criminal  justice  agencies  to 
ensure  that  policies  and  funded  programs  are  based  on  proven  results.  BJA  sched- 
ules and  conducts  its  own  evaluations  of  both  Formula  and  Discretionary  programs 
and  also  allocates  money  to  the  National  Institute  of  Justice  for  independent,  na- 
tional-scope evaluations  of  BJA-funded  programs. 

Additionally,  BJA  works  closely  with  the  states  to  collect  information  on  effective 
and  innovative  programs  being  established  and  supported  with  Byrne  dollars.  Over 
the  past  two  and  a  half  years,  BJA  has  implemented  the  "Focus  on  What  Works" 
workshop  series  to  identify  and  document  innovative  approaches,  activities,  and  pro- 
grams under  the  Byrne  program.  Through  this  initiative,  over  100  programs  have 
been  identified  and  the  information  published  and  disseminated  nationwide. 

Currently,  BJA  is  developing  the  Model  Evaluation  Program  Initiative  (MEPI). 
This  program  will  ensure  that  capabilities  are  established  to  evaluate  and  identify 
effective  programs.  MEPI  will  enhance  state  and  local  abilities  to  generate  and  use 
evaluation  results  for  strategy  development,  program  improvement,  and  model  pro- 
gram identification. 

We  appreciate  the  information  on  Nebraska's  gang  prevention  initiatives.  The  Ne- 
braska Crime  Commission  has  always  provided  BJA  with  useful  information  on  in- 
novative and  effective  programs.  BJA  will  contact  the  Commission  to  learn  more 
about  these  programs  in  order  to  identify  the  most  valuable  components  for  dissemi- 
nation to  other  jurisdictions. 

GANG/YOUTH  VIOLENCE 

Question.  It  has  become  increasingly  clear  that  police  departments  and  govern- 
ment entities  cannot  address  the  issues  surrounding  increases  in  youth  violence  and 
domestic  violence  alone.  At  the  same  time,  some  police  departments  are  focusing  on 
"quality  of  life"  improvements  such  as  neighborhood  clean-up  and  graffiti  removal. 
How  can  the  Federal  Government  create  an  incentive  for  communities  to  organize? 

Answer.  Two  examples  of  Department  of  Justice  programs  that  provide  the  incen- 
tive for  communities  to  organize  against  violence  are  Operation  Weed  and  Seed  and 
the  Community  Policing  Service. 

Operation  Weed  and  Seed  is  a  multiagency  strategy  involving  the  private  sector 
that  "weed  out"  violent  crime,  gang  activity,  drug  use,  and  drug  trafficking  in  tar- 
geted high-crime  neighborhoods  and  then  "seeds"  the  target  area  by  restoring  these 
neighborhoods  through  social  and  economic  revitalization.  The  strategy  recognizes 
the  importance  of  linking  and  integrating  Federal,  state,  and  local  law  enforcement 
and  criminal  justice  efforts  with  Federal,  state,  and  local  social  services,  and  private 
sector  and  community  efforts  to  maximize  the  impact  of  existing  programs  and 
sources.  It  also  recognizes  the  paramount  importance  of  community  involvement. 
Presently,  36  cities  across  the  country  are  receiving  Weed  and  Seed  implementation 
funds  from  the  Department  of  Justice.  Approximately  40  others  are  using  this  strat- 
egy and  receiving  support  from  many  Federal,  state,  and  local  agencies  such  as  the 
Departments  of  Education,  Housing  and  Urban  Development,  Health  and  Human 
Services,  Labor,  and  the  Small  Business  Administration. 

Community  partnership  is  a  central  tenet  of  community  policing.  Through  its 
many  initiatives  to  introduce,  expand  and  sustain  community  policing,  the  Justice 
Department's  Office  of  Community  Oriented  Policing  Services  (COPS  Office)  has 
promoted  business  involvement  and  public/private  partnership  in  crime  reduction  ef- 
forts. 

Under  the  Community  Policing  to  Combat  Domestic  Violence  initiative  and  the  In- 
novative Community  Oriented  Policing  program,  law  enforcement  agencies  build 
partnerships  and  establish  meaningful  relationships  with  local  community  organiza- 
tions, such  as  women's  shelters,  victim  advocates,  business  coalitions,  and  citizen 
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crime-watch  groups.  The  COPS  Office  has  also  encouraged  grant  recipients  to  be 
creative  in  making  the  local  match  requirement  by  reaching  out  to  private  entities. 
For  example,  the  City  of  Los  Angeles  has  established  a  well-publicized  and  extensive 
public/private  partnership  with  the  Mayor's  Alliance  for  a  Safer  Los  Angeles,  a  coali- 
tion of  business  and  community  leaders  together  with  the  mayor  and  police  chief 
that  has  raised  funds  to  assist  the  City  pay  the  local  match.  These  joint  efforts  en- 
hance the  communication,  coordination  and  resources  necessary  for  law  enforcement 
agencies  to  effectively  provide  our  nations'  communities  with  the  safety  they  want 
and  deserve. 

Question.  What  has  the  Justice  Department  done  to  encourage  business  involve- 
ment in  crime  reduction  efforts  and  public/private  partnership? 

Answer.  Effective  programming  involves  collaboration  with  the  public  and  private 
sector  (businesses),  which  leads  to  the  development  of  effective  partnerships.  The 
Department  of  Justice  solidly  supports  programs  that  encourage  leveraging  re- 
sources with  other  Federal  agencies,  foundations,  and  the  private  sector.  We  would 
like  to  bring  to  your  attention  some  of  the  work  that  the  Department  of  Justice  is 
doing  to  encourage  corporate  America  and  local  business  involvement  in  crime  re- 
duction efforts  through  public/private  partnerships. 

Recognizing  the  importance  of  this  issue,  on  September  29,  30  and  October  1, 
1996,  in  Austin,  Texas,  NIJ  will  sponsor  a  first-of-its-kind  corporate  summit  on 
crime:  "It's  Our  Business:  A  National  Corporate  Summit  on  Investment  in  Criminal 
Justice  Solutions."  Business  leaders  from  around  the  country  will  present  workshops 
to  an  audience  of  500  business  leaders  and  criminal  justice  professionals.  The  work- 
shops will  highlight  corporate/criminal  justice  partnerships  in  victims'  assistance 
programs,  juvenile  prevention  programs,  private  sector  prison  industries,  inmate  vo- 
cational training,  and  ex-offender  job  placement  programs.  There  will  also  be  pres- 
entations on  NU-sponsored  research  that  is  of  particular  interest  to  the  business 
community. 

The  National  Center  for  Missing  and  Exploited  Children,  which  receives  funding 
from  the  Office  of  Juvenile  Justice  and  Delinquency  Prevention,  works  in  partner- 
ship with  corporate  America  to  achieve  its  goal  of  returning  missing  and  exploited 
children  to  their  families.  Microgafx,  CompuServe,  and  Paralax  have  donated  state- 
of-the  art  computer  hardware  and  software  to  the  Center  and  Pizza  Hut  has  re- 
cently entered  into  a  contract  with  the  Center  to  place  450  video  touch-sensitive  ki- 
osks in  high  travel  areas  such  as  airports  and  train  stations. 

The  Bureau  of  Justice  Assistance  (BJA)  provides  funds  to  the  Boys  and  Girls 
Clubs  of  America  to  augment  the  private  sector's  contribution  in  a  nationwide  effort 
to  establish  and/or  enhance  Boys  and  Girls  Clubs  in  public  housing  and  commu- 
nities where  there  is  a  great  concentration  of  poverty,  crime,  and  violence.  At  the 
local  level,  a  sample  of  five  Clubs  established  in  public  housing  raised  $642,000  from 
public  and  private  sources  to  support  the  Clubs.  Sources  of  local  funding  included: 
United  Way,  foundations,  local  service  clubs,  and  corporations. 

Another  BJA  program,  the  National  Citizens'  Crime  Prevention  Campaign,  ad- 
ministered by  the  National  Crime  Prevention  Council  (NCPC),  serves  to  generate 
citizen  action,  galvanize  police-community  partnership,  and  rally  local,  state,  and 
national  efforts.  In  addition  to  being  readily  recognized  by  McGruff  the  Crime  Dog 
and  the  'Take  A  Bite  Out  Of  Crime"  slogan,  it  has  leveraged  more  than 
$500,000,000  in  in-kind  support  for  Federally-funded  air  and  print  (English  and 
Spanish)  crime  and  drug  abuse  prevention  public  service  messages.  Corporate  in- 
vestment allows  NCPC  to  extend  dramatically  the  scope  of  crime  prevention.  For  ex- 
ample, in  October  1994,  Radio  Shack  joined  forces  with  NCPC  and  the  National 
Sheriffs'  Association  to  form  United  Against  Crime,  a  public-private  sector  crime 
prevention  alliance  that  offers  a  multi-year  free  education  program  on  crime  preven- 
tion. Radio  Shack  is  devoting  space  in  each  of  its  6,500  electronic  retail  stores  to 
showcase  crime  prevention  information  centers.  NCPC  also  has  created  partnerships 
with  ADT  Security  Systems,  Inc.;  Allstate  and  The  Allstate  Foundation,  Master 
Lock,  and  First  Alert  Professional  Security  Systems. 

Within  the  last  year,  the  National  Institute  of  Justice  (NIJ)  sponsored  or  co-spon- 
sored two  conferences  on  crime  against  business  and  its  prevention.  The  first  was 
cosponsored  with  the  U.S.  Department  of  Housing  and  Urban  Development  and  the 
Urban  Land  Institute  in  Washington,  D.C.  and  more  recently,  NIJ  sponsored  a  Rut- 
gers University  gathering  of  criminologists  and  business  security  professionals  on 
the  subject. 

In  September  1996,  NIJ  will  publish  and  disseminate  two  publications  on  this 
topic: 

1.  A  Program  Focus  document  entitled,  "Project  Re-Enterprise:  A  Texas  Program." 
More  than  300  companies  currently  participate  in  Texas'  Project  Re-Enterprise.  Six 
times  each  year  company  representatives  participate  in  prison  mock  job  fairs.  The 
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purpose  of  this  program  is  to  educate  the  corporate  citizen  about  the  criminal  justice 
system,  while  at  the  same  time  helping  the  offender  to  sharpen  his  or  her  interview- 
ing and  job  seeking  skills  prior  to  release.  NIJ  is  collaborating  with  the  National 
Business  Alliance,  the  Council  of  Better  Business  Bureaus,  the  National  Employer 
Council  and  other  organizations  to  ensure  broad  dissemination  of  this  document  to 
the  business  community.  NIJ  currently  is  providing  technical  assistance  to  three  ju- 
risdictions that  want  to  replicate  Texas'  Project  Re-Enterprise. 

2.  A  document  entitled,  "Corporate  Portfolio."  This  document  will  feature  stories 
on  a  number  of  corporate  citizens  who  have  partnered  with  criminal  justice  agen- 
cies. For  example:  Polaroid  and  its  leadership  role  in  the  area  of  domestic  violence 
and  law  enforcement;  the  Home  Builders  Institute's  Project  TRADE — a  program 
that  provides  pre-apprenticeship  training  and  subsequent  offender  job  placement 
with  member  builders;  corporate  sponsors  of  the  "Girl  Scouts  Beyond  Bars"  pro- 
gram— a  national  program  for  children  of  incarcerated  mothers;  corporate  invest- 
ment in  community  development;  and  corporate  involvement  in  private  sector  prison 
industries.  This  "Corporate  Portfolio"  will  be  disseminated  to  major  corporations 
across  the  country  with  information  on  how  to  develop  similar  partnerships  with 
criminal  justice  agencies. 

Question.  Just  a  few  weeks  ago,  a  16-year  old  Lincoln,  Nebraska,  girl  stabbed  her 
sister's  boyfriend  to  death.  Is  there  a  measurable  rise  in  violence  committed  by 
young  females?  Is  DOJ  collecting  information  on  "best  practices"  to  address  the  pre- 
sumably different  motivations  and  needs  of  young  female  offenders? 

Answer.  The  Office  of  Juvenile  Justice  &  Delinquency  Prevention  (OJJDP)  and 
the  National  Institute  of  Justice  (NIJ),  are  doing  specific  work  in  this  area.  OJJDP 
held  a  public  forum  on  June  12,  1996,  entitled  "Prevention  and  Parity:  Girls  in  Ju- 
venile Justice."  This  forum,  jointly  hosted  with  Girls  Incorporated,  will  address  ris- 
ing violence  among  girls  and  other  issues  pertinent  to  girls  at  risk  of  entering  the 
juvenile  justice  system.  A  publication  outlining  best  practices  and  highlighting  a 
number  of  model  programs  will  be  released  at  the  forum.  Also,  a  new  analysis  of 
trends  in  youth  violence  from  the  National  Center  on  Juvenile  Justice  will  be  dis- 
seminated at  the  forum.  This  analysis,  supported  by  OJJDP,  will  provide  new  in- 
sight into  rising  violence  by  girls.  In  addition,  the  Attorney  General  is  expected  to 
join  experts  on  female  delinquency  at  the  forum  in  discussing  the  latest  research 
findings  and  programmatic  concerns. 

In  addition,  NIJ  is  conducting  a  brief  literature  review  and  interviews  on  the 
trends  concerning  violent  offenses  by  both  women  and  girls  as  perpetrators  and 
abettors  of  violent  crimes,  and  the  criminal  and  personal  backgrounds  of  these  of- 
fenders. This  review  will  provide  some  preliminary  indications  of  the  number  of 
young  female  offenders  and  the  proportion  that  commit  violent  offenses.  In  addition, 
the  consequences  of  females'  involvement  with  the  criminal  justice  system  will  be 
addressed;  that  is,  the  impact  of  female  offenders  on  the  criminal  justice  system, 
how  the  population  has  changed  over  time,  how  they  compare  with  their  male  coun- 
terparts, and  what  kinds  of  unique  problems  they  present. 

OJJDP  also  has  taken  steps  to  implement  a  number  of  provisions  included  in  the 
1992  Amendments  to  the  Juvenile  Justice  and  Delinquency  Prevention  Act,  focusing 
on  the  special  risks  faced  by  girls  in  the  justice  system  and  possible  remedies. 
Under  the  Part  E  Challenge  Grant  incentive  program,  a  state  may  choose  to  address 
the  issue  of  gender  bias  and  receive  funding  to  help  establish  specific  intervention 
services  for  girls  in  the  juvenile  system.  Twenty-three  states  have  had  applications 
approved  to  undertake  this  challenge  activity  during  fiscal  year  1996.  OJJDP  is  pro- 
viding special  training  and  technical  assistance  in  this  area  for  those  who  request 
it. 

OJJDP  also  is  providing  all  states  access  to  training  and  technical  assistance  in 
assessing  risks  and  designing  appropriate  programmatic  responses  to  girls  in  the 
justice  system.  This  specialized  assistance  responds  to  a  state  planning  provision  in- 
cluded in  the  1992  Amendments,  requiring  a  survey  of  the  availability  and  need  for 
gender-specific  services.  Prior  OJJDP  grants  to  programs  in  Washington,  D.C., 
Miami,  and  Chicago  focused  on  female  delinquency  and  provided  state  and  local 
practitioners  with  essential  information  on  effective  prevention  and  rehabilitation 
strategies. 

Five  sites  selected  for  OJJDP's  SafeFutures  grant  program  in  fiscal  year  1995  are 
required  to  address  gender-specific  needs  of  at-risk  girls  and  will  provide  additional 
information  on  what  works  in  years  to  come.  In  addition,  OJJDP  continues  to  spon- 
sor conferences  and  training  sessions  with  the  American  Correctional  Association  to 
increase  awareness  and  improve  the  skill  of  corrections  staff  in  addressing  the  spe- 
cial concerns  of  girls  in  their  facilities. 

In  addition,  while  the  extent  of  female  participation  in  gangs  has  generally  been 
assumed  to  be  minimal,  a  growing  body  of  research  suggests  that  females  are  more 
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active  in  adolescent  gangs  than  commonly  believed.  NIJ  has  some  preliminary  find- 
ings from  the  cross-sectional  portion  of  the  evaluation  of  Project  G.R.E.A.T  (Gang 
Resistance  Education  and  Training).  In  interviews  with  8th  graders  in  11  jurisdic- 
tions, 10.6  percent  of  these  8th  graders  reported  belonging  to  a  delinquent  gang.  Of 
these  gang  members,  38  percent  were  female.  Preliminary  findings  also  suggest  that 
the  G.R.E.A.T.  program  may  have  an  effect  on  students'  attitudes  and  behaviors, 
with  students  reporting  lower  levels  of  approval  of  fighting,  less  risk  taking  and  im- 
pulsive behavior,  stronger  anti-gang  attitudes,  and  lower  involvement  in  delinquent 
activity  after  participation  in  the  program. 

TECHNOLOGY  TRANSFER 

Question.  I  am  very  interested  in  your  partnership  with  the  Department  of  De- 
fense to  adapt  technology  for  Federal,  State  and  local  law  enforcement  use.  Many 
local  law  enforcement  agencies  are  not  only  in  desperate  need  of  crime  fighting  tech- 
nology, they  also  need  assistance  procuring  technology  basics  such  as  computers.  Is 
there  currently  and  initiative  to  transfer  used  computer  and  other  equipment  from 
Federal  law  enforcement  agencies  directly  to  local  law  enforcement? 

Answer.  The  Department  of  Justice  currently  does  share  in  a  partnership  with  the 
Department  of  Defense  to  evaluate  and  adapt  technology  for  Federal,  state,  and 
local  law  enforcement  use.  This  technology  project  is  housed  under  the  National  In- 
stitute of  Justice's  Office  of  Science  and  Technology.  This  office  is  also  funding  ef- 
forts to  evaluate  and  improve  the  accessibility  of  Department  of  Defense  surplus  and 
excess  property  for  law  enforcement.  There  is  no  current  authority  in  the  Office  of 
Justice  Programs  permitting  the  transfer  of  Federally-owned,  surplus  computers 
and  other  equipment  to  state  and  local  law  enforcement  agencies. 

There  are,  however,  two  ways  for  law  enforcement  agencies  to  acquire  Federal 
property,  including  computers.  The  first  is  through  the  State  Agencies  for  Surplus 
Property.  The  law  enforcement  agency  acquiring  government  surplus  property  from 
the  state  agency  pays  a  surcharge  or  handling  fee  based  upon  the  acquisition  cost 
of  the  item.  The  other  method  is  through  the  Section  1208  Program  under  which 
the  Secretary  of  Defense  is  authorized  to  transfer  to  state  and  local  law  enforcement 
agencies,  without  cost  to  the  receiving  agency,  excess  Defense  personal  property  that 
is  suitable  for  use  in  counter-drug  activities.  The  receiving  agency  must  certify  that 
the  acquired  property  will  be  employed  in  a  counter-drug  effort.  H.R.  2495  has  been 
introduced  which  would  expand  this  authority  to  include  all  law  enforcement  activi- 
ties. To  acquire  property  through  Section  1208,  the  law  enforcement  agency  deals 
with  his  or  her  State  Coordinator.  The  National  Institute  of  Justice  is  exploring 
ways  to  improve  the  availability  of  Federal  excess  and  surplus  property  for  all  law 
enforcement  and  corrections  agencies. 

Another  area  of  computer  assistance  for  State  and  local  law  enforcement  agencies 
is  the  National  Technical  Assistance  and  Training  Program,  funded  by  another  De- 
partment of  Justice  component,  the  Bureau  of  Justice  Assistance  (BJA).  This  pro- 
gram offers  expert,  no-cost  technical  assistance  to  State  and  local  criminal  justice 
agencies  nationwide  that  need  help  to  acquire,  develop,  upgrade,  or  integrate  their 
computer  systems,  such  as  records  and  case  management,  computer-aided  dispatch 
and  criminal  history  records  systems.  This  technical  assistance  is  offered  both  in- 
house  and  on-site  to  qualifying  state  and  local  justice  agencies. 

JUVENILE  VIOLENCE 

Question.  Nebraska,  not  unlike  most  other  places  in  the  United  States,  is  experi- 
encing an  increase  in  juvenile  violence.  Juvenile  arrests  for  serious  crimes  such  as 
aggravated  assault,  weapons  violations  and  drugs  have  shown  particularly  large  in- 
creases in  recent  years.  Given  the  rather  frightening  predictions  about  the  rise  in 
youth  criminal  activity,  what  new  initiatives  is  DOJ  planning  to  help  states  prevent 
and  combat  this  violence? 

Answer.  Earlier  this  year,  the  Attorney  General  issued  a  National  Juvenile  Jus- 
tice Action  Plan  to  combat  youth  crime  and  victimization.  This  plan  was  developed 
by  the  Coordinating  Council  on  Juvenile  Justice  and  Delinquency  Prevention,  rep- 
resenting key  Federal  agencies  involved  in  youth  issues  and  nine  citizen  members 
with  experience  in  the  field  of  juvenile  justice.  Eight  major  tenets  of  the  Action  Plan 
provide  the  basic  building  blocks  for  crime  reduction  in  communities  across  the 
country.  They  include: 

— Providing  immediate  intervention  and  appropriate  sanctions  and  treatment  for 
delinquent  juveniles; 

— Prosecuting  certain  serious,  violent  and  chronic  juvenile  offenders  in  criminal 
court; 

— Reducing  youth  involvement  with  guns,  drugs  and  gangs; 
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— Providing  opportunities  for  children  and  youth; 

— Breaking  the  cycle  of  violence  by  addressing  youth  victimization,  abuse  and  ne- 
glect; 

— Strengthening  and  mobilizing  communities; 

— Supporting  the  development  of  innovative  approaches  to  research  and  evalua- 
tion; and 

— Implementing  an  aggressive  public  outreach  campaign  on  effective  strategies  to 
combat  juvenile  violence. 

The  Office  of  Juvenile  Justice  and  Delinquency  Prevention  (OJJDP)  and  other  of- 
fices within  the  Department  of  Justice  are  joining  Federal  departments  including 
Education,  Health  and  Human  Services,  Housing  and  Urban  Development  in  under- 
taking a  series  of  action  steps  to  help  states  and  localities  implement  the  tenets  of 
the  Action  Plan.  OJJDP  and  the  Education  Department,  for  example,  are  working 
together  to  set  up  effective  methods  of  sharing  juvenile  offender  records  with  school 
officials.  Agency  progress  in  implementing  the  Action  Plan  will  be  reviewed  at  the 
next  meeting  of  the  Coordinating  Council  on  June  28,  1996. 

Also,  The  Juvenile  Justice  and  Delinquency  Prevention  Act  Amendments  of  1992 
(Public  Law  102-586)  gave  OJJDP  a  number  of  valuable  tools  to  address  the  threat 
to  public  safety  posed  by  violent,  serious  and  chronic  juvenile  offenders.  Primary 
among  these  tools  was  the  authorization  of  state  and  local  accountability  initiatives 
for  juvenile  offenders.  Such  initiatives  hold  juvenile  offenders  accountable  by  vary- 
ing the  sanction  to  match  the  severity  of  the  offense. 

To  maintain  public  safety,  states  and  localities  need  access  to  effective  models  of 
secure  corrections  programs  for  serious,  violent  and  chronic  juvenile  offenders.  In 
formal  recognition  of  this  fact,  OJJDP  developed  a  Comprehensive  Strategy  for  Seri- 
ous, Violent  and  Chronic  Juvenile  Offenders  and  started  taking  several  action  steps 
to  implement  this  strategy  in  1993.  Washington,  D.C.,  and  Pittsburgh  were  awarded 
competitive  grants  to  plan  and  implement  such  model  programs  under  an  "Account- 
ability-Based Community  Intervention  Program."  OJJDP  expanded  this  effort 
through  a  second  competitive  graduated  sanctions  grant  program,  awarding  pro- 
gram funds  to  Boston,  Massachusetts;  Richmond,  Virginia;  and  Jefferson  Parish  in 
Louisiana.  To  disseminate  initial  findings  from  this  effort  to  other  communities  na- 
tionwide, OJJDP  also  held  a  satellite  teleconference  last  year  on  effective  programs 
for  serious  and  violent  juvenile  offenders.  This  area  continues  to  be  an  important 
focus  of  action  for  OJJDP. 

Through  its  research,  demonstration,  and  training  and  technical  assistance  pro- 
grams, OJJDP  has  also  helped  to  make  state  and  local  implementation  of  intermedi- 
ate sanctions  a  priority.  Programs  such  as  juvenile  boot  camps,  secure  community- 
based  facilities,  day  treatment,  intensive  supervision  of  probationers,  and  intensive 
aftercare  provide  intermediate  restraints,  bridging  the  gap  between  secure  juvenile 
corrections  settings  and  community-based  alternatives.  To  highlight  intermediate 
sanctions,  OJJDP  sponsored  a  1995  round  table  discussion  on  juvenile  boot  camps 
attended  by  a  wide  range  of  practitioners,  research,  and  policymakers.  OJJDP's  na- 
tional satellite  teleconference  on  boot  camps  this  year  further  facilitated  the  discus- 
sion of  best  practices. 

In  addition,  OJJDP  is  about  to  release  a  summary  report  of  preliminary  research 
findings  and  lessons  learned  from  its  juvenile  boot  camp  demonstration  sites  in 
Ohio,  Colorado  and  Alabama.  This  initial  evaluation  of  the  three  sites  has  enabled 
OJJDP  to  offer  valuable  policy  and  program  recommendations  to  the  Office  of  Jus- 
tice Programs  Corrections  Office,  administering  the  juvenile  and  criminal  justice 
boot  camp  programs  authorized  by  the  Violent  Crime  and  Law  Enforcement  Act  of 
1994.  OJJDP  is  continuing  to  work  closely  with  the  OJP  office  to  assemble  a  com- 
prehensive technical  assistance  team,  focused  on  training  officials  attempting  to  set 
up  State  and  local  juvenile  boot  camps. 

In  response  to  the  rise  in  serious  juvenile  gang,  drug  and  gun  offenses,  OJJDP 
is  initiating  several  new  grant  programs  for  fiscal  year  1996,  to  demonstrate  innova- 
tive efforts  to  combat  serious  and  violent  crime.  These  include:  "Kids  and  Guns/Re- 
ducing Youth  Gun  Violence",  "A  Community-Based  Approach  to  Combating  Child 
Victimization",  "Community  Assessment  Centers",  and  "Enhanced  Evaluation  Tech- 
niques." 

ANTIDRUG  EFFORTS 

Question.  What  progress  did  the  Drug  Enforcement  Administration  (DEA)  make 
in  fiscal  year  1995-1996  with  regard  to  fighting  drugs? 

Answer.  During  1995  and  early  1996,  there  were  a  number  of  significant  events 
in  international  and  domestic  narcotics  control.  The  DEA,  working  closely  with 
international,  state,  local  and  other  Federal  agency  counterparts,  targeted  and  ar- 
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rested  the  world's  most  significant  traffickers,  reduced  violent  drug  trafficking  in 
communities,  and  ensured  that  the  American  people  were  receiving  the  best  Federal 
drug  law  enforcement  possible. 

The  Colombian  National  Police,  with  assistance  from  the  DEA,  arrested  the  top 
Cali  Mafia  leaders  and  jailed  others  who  surrendered  to  police:  Gilberto  Rodriguez- 
Orejuela;  Miguel  Rodriguez-Orejuela;  Henry  Loaiza-Ceballos;  Victor  Julio  Patino- 
Fomeque;  Julian  Murcillo  Posada;  Phanor  Arizabaleta-Arzayua;  Jose  Santacruz- 
Londono  (arrested,  escaped  from  prison,  and  killed  in  a  shootout  with  police  in 
March,  1996).  Only  one  leader  of  the  Cali  Mafia,  Helmer  Herrera  is  still  at  large. 

During  1995,  there  were  a  number  of  significant  cases  made  by  the  DEA  against 
Mafia  associates  in  the  United  States.  In  June,  1995,  after  a  4-year  investigation, 
the  DEA  and  the  U.S.  Customs  Service  indicted  62  individuals  on  conspiracy 
charges  in  the  "Cornerstone  Case."  These  individuals,  including  prominent  attorneys 
in  Miami,  were  charged  with  conducting  business  for  the  Rodriguez-Orejuela  broth- 
ers, Santacruz-Londono,  and  Helmer  Herrera. 

DEA  also  played  a  significant  role  in  recent  enforcement  efforts  aimed  at  stopping 
the  flow  of  illegal  drugs  across  the  nation's  southwest  border.  In  May  1996,  a  total 
of  156  people  were  arrested  and  over  $17  million  in  assets  were  seized  in  the  Fed- 
eral narcotics  operation  dubbed  "Zorro  II."  The  target  of  this  operation  was  a  Mexi- 
can-run drug  trafficking  network,  which,  m  coordination  with  Colombian  distribu- 
tors, worked  to  transship  large  amounts  of  cocaine  to  numerous  cities  across  the 
United  States.  In  addition  to  the  identified  arrests,  Federal  agents  seized  over  5,598 
kilograms  of  cocaine,  1,018  pounds  of  marijuana  and  730  grams  of  crack — with  a 
wholesale  value  of  more  than  $100  million.  Most  importantly,  among  the  156  de- 
fendants arrested  were  several  key  members  of  Mexican/Colombian  drug  distribu- 
tion infrastructure  in  the  United  States,  as  well  as  two  cell  leaders. 

One  of  the  world's  most  notorious  heroin  traffickers,  Khun  Sa,  recently  announced 
that  he  would  retire  from  his  leadership  position  in  the  Shan  United  Army  (SUA). 
During  1994,  his  organization  was  dealt  a  major  blow  when  eleven  of  his  top  lieu- 
tenants were  arrested  by  the  Thai  Royal  Police,  with  DEA  assistance.  These  traf- 
fickers are  currently  imprisoned  in  Thailand,  and  are  awaiting  extradition  to  the 
United  States  to  stand  trial. 

The  growing  threat  of  cheap  and  pure  heroin  is  being  addressed  by  the  DEA's  ag- 
gressive heroin  strategy,  which  assigned  30  new  Special  Agents  in  key  positions 
around  this  country  in  1996  to  investigate  heroin  trafficking.  Also  part  of  the  1996 
effort  was  funding  to  establish  a  country  office  in  Beijing,  China. 

Significant  investigations  were  also  undertaken  against  a  number  of  violent  drug 
traffickers  who  terrorized  local  communities  around  the  nation.  In  one  case  against 
the  Emmanuel  Lacy  and  Anthony  Flowers  organization,  which  was  responsible  for 
the  murders  of  more  than  30  people  in  the  Oakland,  California  area,  the  DEA 
worked  with  state,  local  and  other  Federal  law  enforcement  agencies  to  dismantle 
this  violent  cocaine  trafficking  organization. 

In  another  major  case,  the  DEA  and  other  law  enforcement  organizations  worked 
to  dismantle  the  operations  of  Larry  Hoover  and  his  Black  Gangster  Disciples  Na- 
tion in  Chicago.  Hoover,  who  has  been  incarcerated  since  1973,  directed  and  con- 
trolled the  Gangster  Disciple  drug  empire  from  his  prison  cell  for  over  23  years. 
DEA  estimates  that  this  extremely  violent  drug  organization,  composed  of  over 
100,000  members  nationwide,  was  responsible  for  drug  trafficking  operations  in 
some  sixteen  states  across  the  United  States.  Hoover  claims  that  the  organization 
totaled  profits  in  excess  of  $100  million  annually.  In  August  1995,  Hoover  and  38 
other  members  of  the  Gangster  Disciples,  including  the  organization's  entire  "out- 
side" board  of  directors,  were  indicted  and  charged  with  narcotics  conspiracy.  Eight- 
een of  these  individuals  were  also  charged  with  running  a  continuing  criminal  en- 
terprise, and  upon  conviction,  face  life  in  Federal  prison. 

Finally,  through  its  Mobile  Enforcement  Team  (MET)  program,  the  DEA  was  able 
to  provide  much-needed  help  to  communities  besieged  by  drug  related  violence.  In- 
vited into  communities  by  local  police  chiefs,  sheriffs,  or  district  attorneys,  MET 
teams,  composed  of  12  specially-trained  DEA  agents,  target  violent  drug  traffickers 
and  make  arrests  on  drug  trafficking  charges.  During  1995,  the  DEA  deployed 
METs  to  24  communities  across  the  nation,  and  dismantled  violent  gangs  traffick- 
ing in  cocaine,  crack,  heroin  and  methamphetamine.  Cities  including  Galveston  and 
Arlington,  Texas;  Ypsilanti,  Michigan;  Columbus,  Georgia;  Worcester,  Massachu- 
setts; Selma,  Alabama;  Sikeston,  Missouri;  Manassas,  Onancock,  Leesburg,  and 
Sandy  Level,  Virginia;  and  Denver,  Colorado,  benefitted  from  the  close  cooperation 
between  the  DEA  and  state  and  local  law  enforcement  agencies. 

Question.  I  am  aware  that  the  Office  of  National  Drug  Control  Policy  (ONDCP) 
has  encountered  resistance  from  the  agencies  in  cooperating  with  efforts  to  coordi- 
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nate  drug  policy.  How  does  the  DEA  coordinate  with  Customs  and  other  Treasury 
Department  law  enforcement  entities  in  the  fight  against  drugs? 

Answer.  DEA  is  not  aware  of  areas  where  ONDCP  "has  encountered  resistance 

from  the  agencies  in  cooperating  with  efforts  to  coordinate  drug  policy."  DEA  and 

the  U.S.  Customs  Service  continue  to  move  closer  together  through  coordinated  law 

enforcement  efforts.  Significant  progress  in  the  last  fiscal  year  includes: 

— A  formal  Memorandum  of  Understanding  (MOU)  between  DEA  and  the  U.S. 

Customs  Service,  which  provides  the  framework  for  joint  investigative  efforts, 

and  new  guidelines  for  controlled  deliveries  and  international  efforts. 

— Inclusion  of  the  U.S.  Customs  Service  on  the  Executive  Advisory  Board  of  the 

Office  of  Investigative  Agency  Policies  (OLAP). 
— All  DOJ  and  Treasury  investigative  agencies  jointly  formulated  new  guidelines 

on  the  use  of  deadly  force,  task  force  operations  and  informants. 
— DOJ  and  Treasury  agencies  also  agreed  on  a  new  automated  system  which  will, 
for  the  first  time,  ensure  that  confidential  informants  who  are  dismissed  for 
cause  by  an  agency,  are  identified  in  a  central  data  base  accessible  to  all  partici- 
pating agencies.  This  program  will  significantly  increase  the  safety  and  security 
of  investigative  personnel. 
— Regular  meetings  between  the  DEA  Chief  of  Operations  and  the  U.S.  Customs 
Service  Assistant  Commissioner  for  Enforcement  for  the  sharing  of  information 
and  identification  of  potential  problem  areas  before  they  become  issues. 
—Through  the  Interagency  Working  Group  (IWG),  the  DEA  works  with  the  U.S. 
Customs  Service  and  the  U.S.  Border  Patrol  to  coordinate  policy  and  operational 
issues.  The  rWG  consists  of  senior  level  operations  managers  from  each  agency. 
— The  DEA,  FBI  and  U.S.  Customs  Service  are  working  closely  in  coordinating  the 

development  of  an  interagency  strategy  for  southwest  border  investigations. 
— The  DEA,  FBI,  U.S.  Customs  Service,  and  U.S.  Secret  Service  are  working  on 
the  development  of  an  integrated  strategy  targeting  Nigerian/West  African  drug 
traffickers  and  organization  involved  in  white  collar  crime. 
— Through  Finance  Center,  the  U.S.  Government  endeavors  to  promote  full  inter- 
action and  information  snaring  among  cooperating  law  enforcement  agencies.  In 
the  spirit  of  this  mission,  analysts  assigned  to  the  Tactical  Operations  Division 
at  FinCEN  are  provided  with  full  access  to  DEA's  NADDIS  database.  DEA  ana- 
lysts assigned  to  FinCEN  ensure  the  proper  interpretation  and  dissemination 
of  NADDIS  information  in  support  of  Federal,  state,  and  local  financial  inves- 
tigations. 
— A  formal  MOU,  dated  July   1994,  between  DOJ,  the  Treasury  investigative 
agencies,  and  the  U.S.  Postal  Service  provides  the  framework  for  effective  co- 
ordination and  cooperation  for  all  international  money  laundering  investiga- 
tions. All  investigations  are  vetted  through  the  Interagency  Coordination  Group 
(ICG). 
DEA  does  not  feel  that  there  is  resistance  from  the  various  law  enforcement  agen- 
cies to  efforts  to  coordinated  drug  policy.  There  are,  from  time  to  time,  differences 
of  opinion  among  the  agencies  regarding  policy  and  priorities.  The  agencies  do,  how- 
ever, work  hard  to  resolve  these  issues.  Differences  of  opinion  should  not  be  mis- 
taken for  any  overall  resistance  to  coordinate  or  cooperate  on  drug  law  enforcement 
issues. 

Question.  How  would  you  evaluate  the  job  that  ONDCP  has  done  coordinating 
anti-drug  efforts?  What  recommendations  would  you  make  for  improvement? 

Answer.  The  Office  of  National  Drug  Control  Policy  has  effectively  coordinated  de- 
velopment of  a  comprehensive  and  balanced  drug  strategy  so  that  all  government 
entities,  and  the  American  people,  know  what  needs  to  be  done  to  combat  drug  traf- 
ficking and  abuse.  Under  the  leadership  of  Lee  Brown  and,  currently,  General  Barry 
McCaffrey,  the  Office  of  National  Drug  Control  Policy,  on  behalf  of  the  President, 
has  met  its  statutory  obligations  and  developed  a  sound  national  drug  control  strat- 
egy. 

The  1996  National  Drug  Control  Strategy  is  a  good  example  of  modifying  the  core 
strategy  to  reflect  changing  conditions,  resource  limitations  and  evaluation  or  re- 
search findings.  For  example,  the  1996  Strategy  to  put  more  emphasis  on  preven- 
tion, to  increase  drug  testing  of  arrestees,  and  to  focus  Federal  efforts  on  youth  drug 
abuse  and  violence.  Such  changes  do  not  represent  basic  policy  shifts,  but  they  show 
flexibility  necessary  to  keep  pace  with,  or  one  step  ahead  of  changing  patterns  or 
conditions  of  drug  abuse  and  drug  trafficking. 

ONDCP  has  also  provided  excellent  leadership  in  consensus  building,  in  hosting 
regional  drug  conferences,  in  assisting  with  the  White  House  Leadership  Conference 
on  Youth  and  Violence,  and  in  working  with  investigative  agencies  to  develop  dem- 
onstration projects  and  responses  to  the  regional  drug  trafficking  situations  around 
the  country. 
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ONDCP  also  has  focused  needed  attention  on  the  importance  of  the  Federal  drug 
budget  in  controlling  drug  trafficking  and  abuse.  Even  as  the  Federal  Government 
undergoes  downsizing,  the  Federal  drug  budget  has  sustained  modest  growth.  How- 
ever, much  remains  to  be  done  and  ONDCP  cannot  accomplish  our  strategy's  goals 
without  the  strong  long-term  support  of  Congress  and  bipartisan  leadership  collabo- 
ration at  the  Federal,  state,  community  and  neighborhood  levels. 

SENTENCING  GUIDELINES 

Question.  As  I  am  sure  you  know,  the  U.S.  Sentencing  Commission  recently  pro- 
posed to  amend  the  Federal  Sentencing  Guidelines  to  require  individuals  convicted 
of  violating  the  Federal  Food,  Drug,  and  Cosmetic  Act,  the  Federal  Meat  Inspection 
Act,  the  Poultry  Products  Inspection  Act,  and  certain  other  statutes  be  sentenced 
under  the  guidelines  for  fraud  even  if  the  defendant  is  not  charged  with  fraudulent 
conduct.  It  is  my  understanding  that  this  change  is  likely  to  result  in  harsh  sen- 
tences and  imprisonment  of  American  farmers  and  employees  of  food,  drug,  and 
medical  device  companies  for  violations  of  law  committed  unknowingly  or  without 
intent.  Although  I  understand  that  the  Commission  does  not  plan  to  act  on  this  pro- 
posal in  the  current  amendment  cycle,  I  would  appreciate  having  your  input  as  to 
the  possible  consequences  of  this  amendment. 

Answer.  In  early  January  of  this  year,  the  United  States  Sentencing  Commission, 
in  an  effort  to  simplify  the  Guidelines  generally,  published  for  comment  a  proposal 
to  amend  the  Guidelines'  treatment  of  persons  convicted  of  criminal  violations  of 
Federal  laws  pertaining  to  foods,  drugs,  medical  devices,  agricultural  products,  bio- 
logical products,  and  the  like.  Specifically,  the  published  proposal  would  delete  com- 
pletely §2N2.1,  the  existing  Chapter  Two  Offense  Guideline  that  governs  such  viola- 
tions, and  instead  subject  them  to  §2F1.1,  the  Offense  Guideline  covering  fraud  of- 
fenses. It  is  also  true  that  the  Commission  has  since  decided  not  to  take  action  on 
this  proposal  until  after  the  current  amendment  cycle. 

Under  the  existing  Guidelines,  Food  and  Drug  offenses  which  involve  "fraud,"  as 
do  most  Food  and  Drug  felonies,  are  now  and  have  been  covered  by  the  §2F1.1 
Guideline.  The  proposed  change,  however,  raises  the  question  relating  to  the  treat- 
ment of  persons  convicted  of  strict  liability  offenses,  that  is,  persons  who  commit 
misdemeanor  violations  for  which  the  mens  rea  of  intent  to  defraud  or  mislead  is 
not  an  element.  Although  the  Department  of  Justice  has  over  the  last  few  years 
prosecuted  relatively  few  individuals  for  those  offenses,  we  share  the  Senator's  con- 
cern that  such  persons  ought  not,  under  an  amended  Guidelines  regime,  be  subject 
to  penalties  as  severe  as  persons  convicted  of  acting  fraudulently.  As  a  result,  in 
a  letter  to  Commission  Chairman  Richard  P.  Conaboy,  dated  March  6,  1996,  from 
the  Department's  ex  officio  representative  on  the  Commission,  we  stated  as  follows: 

[Tjhere  may  be  a  need  for  further  refinement  to  address  those  relatively 
few  food  and  drug  offenses  that  are  prosecuted  as  misdemeanors — that  is, 
where  a  specific  intent  to  defraud  or  mislead  is  not  required  for  conviction. 

What  the  Department  contemplates  in  terms  of  "further  refinement"  is  some  clari- 
fication that  persons  convicted  of  strict  liability  offenses  but  sentenced  under  §2F1.1 
would  not,  except  in  the  most  unusual  of  circumstances,  be  exposed  to  "loss"  en- 
hancements under  the  specific  offense  characteristic  appearing  at  §2Fl.l(b)(l).  The 
rationale  for  this  clarification  would  be  that  persons  not  convicted  of  acting  with  in- 
tent to  defraud  or  mislead  should  not  be  held  accountable  for  causing  "loss."  Assum- 
ing the  Commission  were  to  adopt  this  clarification,  the  outcome  for  misdemeanants 
under  §2F1.1  would  be  very  similar  to  the  outcome  under  the  existing  §2N2.1,  in 
that  both  guidelines  provide  for  a  base  offense  level  of  6.  Specific  offense  characteris- 
tics under  §2F1.1  (other  than  "loss"-based  adjustments  such  as  an  adjustment  based 
on  risk  to  the  public  health),  however,  could  result  in  enhancements  not  applicable 
under  §2N2.1.b 

ENVIRONMENTAL  FUNDING 

Question.  It  seems  logical  that  in  these  tight  budgetary  times  with  environmental 
protection  receiving  less  and  less  resources  that  the  Department  of  Justice  could  put 
more  emphasis  on  settling  environmental  cases  so  that  the  majority  of  the  fine  stays 
in  the  state  where  the  damage  has  occurred.  What  is  the  Department  doing  to  in- 
crease Federal  funding  for  environmental  protection  through  fines  levied  on  pollut- 
ers? If  nothing,  why  not?  Do  you  need  additional  authority  from  Congress  to  initiate 
such  an  effort? 

Answer.  There  are  legal  limitations  on  what  we  can  currently  do  with  fines  and 
penalties  ordered  by  a  court  or  agreed  to  in  a  final  settlement.  A  few  statutes,  such 
as  the  Clean  Air  Act  and  the  Oil  Pollution  Act,  expressly  authorize  the  use  of  pen- 
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alties  for  restoration  or  cleanup.  Where  Congress  does  not  expressly  authorize  such 
alternative  use,  penalties  and  fines  generally  must  be  deposited  in  the  Federal 
Treasury  pursuant  to  the  Miscellaneous  Receipts  Act.  In  appropriate  cases,  however, 
the  Department  of  Justice  may  share  penalties  recovered  with  states,  when  we  have 
jointly  brought  the  enforcement  action. 

In  addition,  the  Department  worked  with  EPA  last  year  to  revise  EPA's  policy  of 
allowing  defendants  to  undertake  or  pay  for  Supplemental  Environmental  Projects 
(SEP's)  which  benefit  the  environment  and  the  local  community.  That  policy  is  pub- 
lished at  60  Fed.  Reg.  24856  (May  10,  1995).  States  can  also  obtain  SEP's  in  settle- 
ments. 

A  SEP  is  an  environmentally  beneficial  project  that  a  defendant  in  a  civil  environ- 
mental enforcement  action  agrees  to  undertake  as  part  of  a  settlement  of  the  en- 
forcement action.  The  project  must  be  something  the  defendant  is  not  otherwise  obli- 
gated to  do,  and  something  that  goes  beyond  compliance  with  the  law.  It  must  also 
have  significant  positive  environmental  consequences.  The  Department  considers 
the  defendant's  commitment  to  perform  the  project  when  setting  the  appropriate 
penalty. 

Generally,  a  SEP  is  just  one  part  of  the  settlement  package,  which  also  includes 
a  civil  penalty  and  any  necessary  injunctive  relief.  By  "any  necessary  injunctive  re- 
lief," we  mean  the  measures  that  the  defendant  must  take  to  correct  the  alleged  vio- 
lations at  issue  in  the  case  and  come  into  compliance  with  the  law.  In  addition,  the 
policy  generally  requires  that  the  U.S.  recover  as  a  penalty  the  economic  benefit  the 
wrongdoer  reaped  by  not  complying  with  the  law. 

The  Department  supports  the  use  of  SEP's  in  appropriate  cases  because  they  pro- 
vide an  opportunity  to  obtain  environmental  and  public  health  benefits  for  the  peo- 
ple or  ecosystem  harmed  by  the  violation.  They  also  provide  a  way  to  go  beyond 
compliance  to  reduce  the  harm  or  risk  of  harm.  During  the  last  fiscal  year,  the  Envi- 
ronment and  Natural  Resources  Division  obtained  almost  $120  million  in  SEPs  in 
judicial  settlements. 

The  Department  believes  it  has  sufficient  legal  authority  to  obtain  SEP's  in  appro- 
priate cases.  While  we  support  SEP's,  our  highest  priority  in  enforcement  actions 
remains  correcting  the  violation  and  deterring  future  violators.  Only  when  those  ele- 
ments of  a  settlement  are  addressed  do  we  consider  inclusion  of  a  SEP. 

SUBCOMMITTEE  RECESS 

Senator  Gregg.  The  subcommittee  will  now  stand  in  recess  until 
2  p.m.,  this  afternoon  when  we  will  hear  from  the  judiciary. 

[Whereupon,  at  11:42  a.m.,  Thursday,  May  2,  the  subcommittee 
recessed,  to  reconvene  at  2  p.m.,  the  same  day.] 


(Afternoon  Session,  2:14  p.m.,  Thursday,  May  2,  1996) 
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STATEMENT  OF  ANTHONY  KENNEDY,  ASSOCIATE  JUSTICE 
ACCOMPANIED  BY: 

DAVID  SOUTER,  ASSOCIATE  JUSTICE 

HARVEY  RISHIKOF,  ADMINISTRATIVE  ASSISTANT  TO  THE  CHIEF 
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DALE  BOSLEY,  MARSHAL  OF  THE  COURT 

BILL  SUTER,  CLERK  OF  THE  COURT 

TONY  DONNELLY,  DHtECTOR,  BUDGET  AND  PERSONNEL 

FRANK  WAGNER,  REPORTER  OF  DECISIONS 

OPENING  STATEMENT 

Senator  GREGG.  Well,  we  will  start  the  hearing.  I  appreciate,  ob- 
viously, the  promptness  of  the  justices.  It  is  very  courteous  of  them 
to  come  over  here  and  especially  to  be  early,  which  makes  it  pos- 
sible for  us  to  start  early.  I  am  not  sure  if  the  ranking  member  and 
esteemed  former  chairman  and  most  knowledgeable  person  around 
has  any 

Senator  HOLLINGS.  No;  not  at  all,  but  I  welcome  his  report,  and 
we  are  delighted  to  hear  from  him. 

He  and  I  are  both  under  the  pressure  of  a  series  of  votes  which 
will  begin  at  2:40  p.m.,  which  lets  you  all  off  easy. 

Justice  Souter.  Sounds  very  good  to  us.  [Laughter.] 

We  have  similar  pressures,  which  we  will  not  discuss. 

Justice  Kennedy.  Thank  you  very  much  for  your  welcome,  Sen- 
ator. 

Senator  GREGG.  Well,  it  is  great  to  have  you  here;  it  is  obviously 
nice  to  have  Justice  Souter.  It  makes  it  a  New  Hampshire  event. 
But  please  go  ahead. 

Justice  Kennedy.  Mr.  Chairman  and  members  of  the  committee, 
Justice  Souter  and  I  are  pleased  to  be  here  to  discuss  our  budget. 
We  recognize  it  is  a  very  small  portion  even  of  the  budget  of  the 
courts,  but  we  think  it  is  an  opportunity  for  you  to  understand  and 
to  oversee  our  budget  authority  and  the  way  in  which  we  expend 
the  appropriation.  It  gives  you  something  of  a  perspective  on  the 
whole  judicial  system  to  look  at  us. 

We  are  accompanied  here  today  by  a  number  of  members  of  our 
staff:  Mr.  Rishikof,  the  Administrative  Assistant  to  the  Chief  Jus- 
tice; Dale  Bosley,  the  Marshal  of  the  Court;  William  Suter,  the 
Clerk  of  the  Court;  and  Tony  Donnelly,  our  Budget  and  Personnel 
Officer;  and  we  also  have  Frank  Wagner,  our  Reporter  of  Decisions. 
Our  court  reports,  Senators,  are  simply  marvelous  examples  of 
craftsmanship,  and  the  reporter  has  closed  the  gap  substantially 
between  the  time  that  published  volumes  are  issued  and  the  time 
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the  opinions  were  actually  handed  down  by  the  court.  And  so,  we 
are  very  pleased  that  the  reporter  is  here  today. 

We  ask  for  an  increase  this  year,  Senators,  but  not  an  increase 
in  programs  or  personnel.  This  is  simply  adjustment  to  base,  an  in- 
crease on  the  total  budget  for  the  court  of  $27,157,000,  excluding 
the  Architect's  portion  of  the  budget.  The  total  increase  on  that 
budget  of  the  courts  is  $1,323,000;  $217,000  of  that  is  for  increases 
in  costs  of  books  and  equipment.  The  balance  of  that  increase  is  for 
salary  and  benefit  increases  for  personnel. 

We  have  in  the  charts  that  are  appended  to  our  budget  request 
certain  graphs,  which  will  show  you  that  there  was  a  dramatic  in- 
crease in  the  petitions  for  certiorari  filed  with  our  court  beginning 
in  1980.  We  are  over  7,000  petitions  a  year  now.  If  you  will  look 
on  that  chart — it  is  at  1.10  of  the  submission — you  will  see  that 
there  is  this  steady  rise,  a  very  dramatic  rise  beginning  around 
1986.  There  is  a  slight  downturn,  and  we  are  hoping  that  it  will 
be  a  continuing  trend,  but  we  think  it  will  probably  at  least  level 
off  there  if  not  increase. 

There  are  certain  hidden  workload  factors  that  you  should  know 
about:  death  penalty  stays  or  petitions  for  stays  in  death  penalty 
cases  are  an  example.  That  is  at  1.8.  It  shows  you  that  we  had  120 
applications  for  stays  in  capital  cases  last  year.  That  is  roughly  one 
every  3  days.  This  does  not  count  any  number  of  death  penalty  or 
execution  cases  where  the  execution  has  been  scheduled,  and  then, 
some  lower  court  at  the  last  minute  grants  a  stay.  All  of  the  work 
of  our  staff  has  been  put  in  beginning  at  least  1  week  before,  and 
so,  that  is  a  hidden  workload  that  is  not  disclosed  by  the  statistics. 

The  court's  work  itself  is  usually  measured  in  part — and  properly 
so — by  opinions,  and  we  have  issued  94  opinions  last  year,  pro- 
jected something  just  over  80  opinions  this  year.  We  think  an  opti- 
mal number  is  about  100  a  year,  but  we  look  at  that  as  a  success 
story,  and  we  would  like  to  keep  the  number  of  opinions  much 
lower  than  the  180  or  123  shown  for  the  years  respectively  1987 
and  1989.  Those  are  at  page  1.7. 

Finally,  we  mentioned  in  the  written  submission  and  our  written 
summary  statement,  Senators,  that  we  are  asking  for  a  very  small 
amount,  $3,000,  to  pay  as  dues  to  the  Organization  of  the  Supreme 
Courts  of  the  Americas.  This  is  an  international  organization  of 
judges  growing  out  of  a  conference  that  was  held  at  our  request  in 
Washington  earlier  in  the  year.  We  had  every  chief  justice  of  every 
Latin  American  country — South  American  country  and  Central 
American  country — present,  and  they  wanted  a  device  for  perma- 
nently sharing  information  and  statistics,  and  we  think  that  this 
is  an  important  step  for  our  court.  We  do  think,  however,  that  Con- 
gress should  be  advised  of  our  intentions  and  that  the  Congress 
should  give  specific  approval  to  the  expenditure  of  these  funds. 

PREPARED  STATEMENT 

That  is  all  I  have  in  summary.  I  am  sure  you  have  some  specific 
questions,  unless  Justice  Souter  wishes  to  add  anything  at  the 
opening. 

Justice  Souter.  No;  I  am  the  No.  2  man,  and  I  want  to  be  the 
No.  2  man.  I  will  add  nothing.  Thank  you.  [Laughter.l 

[The  statement  follows:] 
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Prepared  Statement  of  Anthony  M.  Kennedy 

Mr.  Chairman  and  Members  of  the  Subcommittee,  Justice  Souter  and  I  appreciate 
this  opportunity  to  appear  before  your  Subcommittee  to  address  the  budget  require- 
ments of  the  Supreme  Court  for  the  fiscal  year  1997. 

We  have  with  us  today  Harvey  Rishikof,  Administrative  Assistant  to  the  Chief 
Justice;  Dale  Bosley,  Marshal  of  the  Court;  Bill  Suter,  Clerk  of  the  Court;  and  Tony 
Donnelly,  Director  of  Budget  and  Personnel. 

Before  presenting  our  request  for  fiscal  year  1997,  I  would  like  to  acknowledge 
that  the  Appropriations  Committee  has  approved,  and  Congress  has  enacted,  a  free- 
standing appropriations  bill  for  the  entire  Judicial  Branch  for  fiscal  year  1996.  This 
was  salutary,  necessary,  and  appropriate  action  by  your  Committee  and  by  the  Con- 
gress. The  fiscal  enactment  was  consistent  with  the  principles  of  separation  of  pow- 
ers that  must  be  sustained  if  the  Judiciary  is  to  perform  its  duties  as  a  responsible 
and  coordinate  and  independent  branch  of  our  constitutional  government. 

In  connection  with  both  last  year's  budget  and  the  one  now  under  discussion,  we 
wish  to  acknowledge,  Mr.  Chairman,  that  the  members  of  your  Committee  staff 
have  been  courteous,  professional,  and  most  helpful  to  the  staff  of  the  Court  during 
all  of  the  important  preliminary  discussions  that  are  necessary  in  this  budgeting 
process.  We  appreciate  the  advice  and  assistance  your  staff  has  given  to  us. 

Let  me  turn  now  to  the  budget  request  for  fiscal  year  1997. 

As  customary,  the  budget  request  is  divided  between  the  Salaries  and  Expenses 
of  the  Court  and  Care  of  the  Building  and  Grounds.  The  total  fiscal  year  1997  budg- 
et for  Care  of  the  Building  and  Grounds  is  $3,313,000.  Mr.  William  L.  Ensign,  Act- 
ing Architect  of  the  Capitol,  will  submit  a  separate  statement  to  the  Subcommittee 
regarding  that  portion  of  the  total  budget. 

Our  total  fiscal  year  1997  budget  estimate  for  Salaries  and  Expenses  is 
$27,157,000.  This  is  an  increase  of  $1,323,000  over  the  budget  authority  for  1996. 

The  entire  increase  of  $1,323,000  consists  of  base  adjustments.  $1,106,000  of  the 
adjustment  represents  required  increases  in  salary  and  benefit  costs.  $217,000  is 
the  amount  requested  for  inflationary  increases  in  fixed  costs,  allowing  us  to  keep 
up  with  rising  costs  in  all  of  our  necessary  operations.  Beyond  these  modest  in- 
creases to  the  Court's  budget  base,  we  request  no  funds  for  new  programs  or  addi- 
tions to  staff. 

In  previous  years,  we  have  redesigned  and  redefined  available  positions  to  meet 
increasing  needs  where  they  arose.  In  earlier  years  we  had  not  filled  all  of  our  allo- 
cated positions  and  we  were  able  to  fulfill  our  responsibilities  without  requesting  ad- 
ditional personnel.  Last  year,  for  the  first  time  since  1993,  we  requested  five  new 
positions.  These  personnel  are  in  place,  and  we  do  not  need  additional  staff  at  this 
time.  We  will  continue  to  reassign  personnel  as  necessary  to  meet  new  needs  and 
demands  in  the  most  efficient  way,  consistent  with  the  authority  you  give  to  us. 

In  our  continuing  efforts  to  control  costs,  we  have  taken  measures  to  manage  the 
caseload  with  modest  appropriation  increases.  In  this  regard  we  also  have  stream- 
lined processes  wherever  possible  through  automation.  We  have  funded  hardware 
and  software  improvements  to  the  Court's  data  systems  through  savings  realized  in 
the  printing  of  the  Court's  opinions.  As  one  example,  we  have  implemented  for  the 
first  time  an  electronic  bulletin  board  system  that  will  make  Court  information 
available  on-line  to  the  Bar,  the  public,  and  the  news  media.  The  Supreme  Court 
bulletin  board  system  will  provide  on-line  access  to  the  Court's  automated  docket, 
argument  calendar,  order  lists,  slip  opinions,  Rules,  bar  admission  forms  and  in- 
structions, guidance  for  litigants,  Court  tour  information,  special  notices,  and  gen- 
eral information. 

The  electronic  bulletin  board  is  an  extension  of  our  Automated  Response  System 
which  was  installed  in  the  Clerk's  Office  in  September  1994  ("CARS").  CARS  en- 
ables telephone  callers  to  check  the  status  of  cases  on  our  docket  without  speaking 
with  an  employee.  The  system  operates  when  the  Clerk's  Office  is  open  or  closed. 
The  computer  scans  the  automated  docket  and  a  synthesized  voice  provides  re- 
sponses. About  2,000  calls  per  month  are  answered,  saving  employee  time  and  pro- 
viding a  valuable  service  to  users. 

Revised  Rules  of  Court  became  effective  October  2,  1995.  The  revised  Rules  clari- 
fied certain  ambiguities  and  are  easier  for  litigants  and  their  counsel  to  follow.  The 
new  Rules  are  printed  in-house  and  on-demand,  using  modern  printing  technology, 
saving  the  Court  outside  printing  costs.  In  addition,  imaging  technology  is  being 
used  in  the  Clerk's  Office  to  store  and  retrieve  all  Bar  admission  documents,  saving 
storage  space  and  enhancing  our  efficiency.  We  also  have  improved  the  automated 
docket  to  save  time,  assure  accuracy,  streamline  procedures  and  reduce  paperwork. 
These  measures  allow  the  Court  to  respond  to  the  increasing  public  demand  for  in- 
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formation  without  additions  to  staff  while  introducing  new  technologies  into  the 
Court.  -____ 

For  filings  with  the  Court,  a  comprehensive  guide  and  "fill-in-the-blanks"  forms 
were  developed  for  use  by  pro  se  petitioners.  These  materials  are  sent  to  petitioners 
when  defective  petitions  are  returned  to  them.  The  forms  make  it  much  easier  for 
petitioners  to  prepare  documents  and  for  case  analysts  in  the  Clerk's  Office  to  re- 
view petitions. 

Although  the  certiorari  petitions  have  remained  more  or  less  constant  over  last 
year,  an  area  of  growing  demand  on  the  workload  of  the  Court  and  the  Clerk's  Of- 
fice concerns  capital  cases.  The  budget  submission  statistics  contain  the  number  of 
applications  for  stay  submitted  to  the  Court  in  capital  cases  at  page  1  point  8.  As 
you  can  see  from  the  Table,  applications  are  projected  to  increase  50  percent,  from 
82  to  120.  What  is  not  reflected  in  this  Table  is  the  extraordinary  amount  of  time 
spent  by  Chambers  and  Clerk's  Office  personnel  in  tracking  capital  cases  that  do 
not  result  in  a  formal  application  to  the  Court  or  do  not  result  in  an  order  from 
the  Court.  Many  of  these  are  situations  where  an  execution  is  scheduled,  and  we 
begin  to  examine  the  case  but  some  other  court  then  issues  a  stay.  There  are  over 
3,000  prisoners  under  death  sentence  in  the  United  States  and  approximately  300 
more  are  added  each  year.  In  1995,  there  were  56  executions,  the  highest  number 
in  recent  history.  These  capital  cases,  similar  to  the  certiorari  petition  review  proc- 
ess, constitute  a  hidden  workload. 

The  Court  also  proposes  this  year  to  expend  funds,  not  to  exceed  $3,000,  on  fees 
for  international  conferences  and  organizations,  such  as  the  Organization  of  the  Su- 
preme Courts  of  the  Americas,  for  the  exchange  of  ideas  and  views  on  legal  issues. 
This  expenditure,  as  was  noted  in  last  year's  hearing  before  the  House  Subcommit- 
tee, arises  out  of  the  increasing  demands  of  judiciaries  in  new  and  emerging  con- 
stitutional systems.  The  courts  in  these  countries  often  request  advice  and  assist- 
ance from  the  Supreme  Court.  The  amount  is  small,  but  if  approved  we  think  it  will 
represent  a  tangible  and  significant  commitment  by  the  Court  and  by  the  political 
branches  of  our  government  to  furthering  the  cause  of  independent,  constitutional 
judiciaries  and  the  Rule  of  Law. 

This  concludes  a  brief  summary  of  our  request.  We  will  be  pleased  to  respond  to 
any  questions  that  the  members  of  the  Subcommittee  may  have. 

SUPREME  COURTS  OF  THE  AMERICAS 

Senator  Hollings.  You  and  me;  I  have  been  No.  2  for  30  years. 

Justice  Kennedy.  You  have  got  a  lot  of  practice. 

Senator  Hollings.  Still  the  junior  Senator.  Strom  says  I  better 
get  used  to  it.  [Laughter.] 

Senator  Gregg.  I  will  turn  it  over  to  Senator  Hollings  and  see 
if  he  has  any  questions. 

Senator  Hollings.  Mr.  Chairman,  on  the  $2,000  for  the  Organi- 
zation of  the  Supreme  Courts  of  the  Americas,  I  would  strongly 
favor  it,  because  we  have  got  to  build  up  a  greater  respect 

Senator  Gregg.  I  think  he  wanted  $3,000. 

Senator  Hollings.  $3,000? 

Justice  Kennedy.  We  asked  for  $3,000  because  I  was  not  sure 
what  the  dues  cycle  was.  It  is  actually  $2,000  a  year. 

Senator  Hollings.  Well,  whatever  it  is,  I  mean,  you  go  right 
down  to  Mexico — and  we  just  had  that  with  the  Attorney  General, 
and  it  was  not  her  observation;  it  was  mine  relative  to  being  a  drug 
State.  There  is  no  question  Mexico  does  not  have  a  respected  judici- 
ary. I  can  show  you  articles  where  Latin  writers  have  called  it  a 
corrupt  judiciary,  whereas,  in  contrast,  Chile  has  a  most  respected 
judiciary,  so  I  think  that  would  be  a  wonderful  initiative. 

AUTOMATION 

With  respect,  though,  to  the  workload,  we  had  our  eyes  opened 
way  back  with  Lewis  Powell  coming  on  and  seeing  what  he  had  in 
Richmond  and  what  he  did  not  have  in  Washington,  and  we  have 
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been  trying  to  catch  up  with  all  of  the  computerization,  the  word 
processors,  the  number  of  clerks  and  all.  Do  we  have  all  of  the 
modernistic  equipment  that  we  can  possibly  use?  Because  with  this 
workload,  that  is  the  only  way  you  are  going  to  halfway  stay  on  top 
of  it. 

Justice  Kennedy.  Our  equipment  is  very  adequate.  As  you  know, 
in  computer  technology,  you  are  always  somewhat  out  of  date.  But 
I  think  the  court  has  been  really  very,  very  good  about  bringing  in 
state-of-the-art  equipment.  Our  young  clerks,  of  course,  know  how 
to  work  these  machines,  and  they  teach  us.  I  understand  they  are 
taking  away  our  WordPerfect  this  year  for  something  more  ad- 
vanced, so  I  am  going  to  have  to  go  back  to  retraining.  I  am  not 
sure  that  this  affects  Justice  Souter,  who  is  a  member  of  the  lead 
pencil  club.  [Laughter.! 

Senator  Hollings.  Well,  that  is  it.  I  had  heard  about  the 
WordPerfect.  I  hope  we  can  move  forward  and  get  all  of  this.  I  am 
like  you,  taking  classes  in  computerization  myself.  But  unless  we 
can  keep  up  with  these  initiatives  technologically,  you  are  not 
going  to  be  able  to  stay  on  top  of  it,  and  that  is  one  of  the  concerns 
why  I  wanted  to 

Justice  Kennedy.  It  really  helps  in  the  case  processing,  and  we 
now  have  capabilities  for  attorneys  24  hours  a  day  to  phone  for  in- 
formation, for  automatic  dialing  information,  and  they  will  shortly 
be  able  to  access  a  screen  and  get  our  docket  and  all  of  the  case 
information  that  they  need,  and  this  saves  many,  many  hours  in 
the  clerk's  office. 

SECURITY 

Senator  Hollings.  One  other  question  relative  to  security.  If  you 
try  to  get  into  the  White  House,  you  have  got  to  go  through  an  ob- 
stacle course.  You  had  to  go  through  an  obstacle  course  to  get  in 
here  to  the  Senate.  What  about  the  third  branch?  Do  you  feel  like 
your  security  is  adequate? 

Justice  Kennedy.  We  have  in  the  Architect's  portion  of  the  budg- 
et a  request  for  a  study  that  will  result  in  some  permanent  instal- 
lations, I  think  costing  a  little  over  $1  million.  We  think  that  the 
security  now  is  adequate.  It  is  important  that  we  maintain  both  the 
fact  and  the  perception  that  we  are  an  open  court.  We  have,  as  you 
may  know,  Senator — maybe  you  do  not  know — over  1  million  visi- 
tors a  year  come  to  see  the  court.  Over  100,000  see  an  oral  argu- 
ment for  just  a  brief  time.  So,  we  think  it  is  very  important  that 
the  court  be  kept  open. 

We  asked  for  and  the  Congress  authorized  an  increase  in  secu- 
rity personnel  last  year.  Those  are  now  in  place.  I  anticipate  that 
we  may  be  asking  for  just  a  few  more  in  the  next  few  years.  This 
budget  request  does  not  contain  a  request  for  additions.  We  think 
as  of  this  time  we  are  adequately  served. 

Senator  Hollings.  Thank  you,  sir. 

Thank  you,  Mr.  Chairman. 

Senator  GREGG.  Thank  you. 

You  have  not  asked  for  any  more  money,  which  is  great,  and  if 
I  have  any  specific  questions,  I  am  going  to  take  them  up  with  Jus- 
tice Souter  in  Reggie's  Barber  Shop  across  from  the  courthouse  in 
Concord.  [Laughter.] 
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So,  thank  you  very  much  for  coming  forward  and  giving  us  your 
thoughts,  and  we  appreciate  it. 
Justice  Souter.  Thank  you,  Senator. 
Justice  Kennedy.  It  is  always  a  pleasure  to  be  here. 
Senator  Hollings.  Briefly. 
Justice  Kennedy.  Thank  you. 


U.S.  Courts 

STATEMENT  OF  RICHARD  S.  ARNOLD,  CHAIRMAN,  BUDGET  COMMIT- 
TEE, JUDICIAL  CONFERENCE  OF  THE  UNITED  STATES 
ACCOMPAMED  BY: 

OWEN  M.  PANNER,  JUDGE,  U.S.  DISTRICT  COURT  FOR  THE  DIS- 
TRICT OF  OREGON 
LEONIDAS  RALPH  MECHAM,  DHtECTOR,  ADMINISTRATIVE  OFFICE 

OF  THE  U.S.  COURTS 
RYA  W.  ZOBEL,  JUDGE,  U.S.  DISTRICT  COURT  FOR  THE  DISTRICT 
OF  MASSACHUSETTS 

INTRODUCTION  OF  ASSOCIATES 

Senator  GREGG.  Justice  Arnold,  we  certainly  appreciate  you  and 
your  colleagues  joining  us  this  afternoon,  and  if  the  Senator  from 
South  Carolina  has  an  opening  statement,  I  would  be  happy  to  en- 
tertain it. 

Senator  HOLLINGS.  No;  thank  you,  Mr.  Chairman. 

Senator  Gregg.  We  will  just  go  right  to  whatever  thoughts  you 
wish  to  convey  to  us. 

Mr.  Arnold.  Thank  you,  Mr.  Chairman.  I  am  very  happy  to  ap- 
pear here  before  you  and  Senator  Hollings  and  the  committee.  I 
have  with  me  Judge  Owen  Panner  of  the  District  of  Oregon,  who 
is  a  member  of  the  Budget  Committee  of  the  Judicial  Conference; 
Judge  Rya  Zobel  of  the  District  of  Massachusetts,  who  is  Director 
of  the  Federal  Judicial  Center;  and  Mr.  Leonidas  Ralph  Mecham, 
who  is  Director  of  the  Administrative  Office  of  the  U.S.  Courts. 
And  I  do  want  to  say  one  or  two  things  by  way  of  introduction,  and 
of  course,  we  ask  that  our  prepared  statements  be  made  part  of  the 
record. 

Senator  Gregg.  So  ordered. 

Mr.  Arnold.  Thank  you. 

ORAL  STATEMENT 

First  of  all,  I  want  to  thank  the  Congress  and  specifically  you, 
Mr.  Chairman,  and  this  committee  for  the  fact  that  we  have  and 
have  had  since  January  a  permanent  budget.  The  judicial  branch 
felt  very  fortunate  to  have  Congress  recognize  that  we  were  not 
part  of  the  disputes  that  were  going  on  between  the  legislative 
branch  and  the  executive  branch,  and  the  judges  throughout  the 
country  felt  a  great  feeling  of  encouragement  on  January  5,  when 
our  budget  for  this  fiscal  year  became  law,  so  we  do  appreciate 
that.  We  know  that  it  was  a  difficult  situation. 

We  are  asking  this  year  in  the  total  judicial  branch  for  a  $3.4  bil- 
lion appropriation,  which  is  13.7  percent  more  than  we  got  for  fis- 
cal year  1996,  and  so  I  think  that  places  on  us  a  burden  of  jus- 
tification, and  I  will  try  to  explain  very  briefly  why  we  felt  it  was 
our  duty  to  request  the  increase. 
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The  increase  is  virtually  identical  to  that  requested  by  the  De- 
partment of  Justice,  and  they,  of  course,  are  our  biggest  customer. 
Our  business  is  law  enforcement.  That  is  all  we  do.  And  whereas 
the  public,  I  believe,  is  expecting  and  desiring  a  downsizing  of  Gov- 
ernment in  general,  I  do  not  believe  they  want  law  enforcement  to 
be  downsized. 

Our  filings  are  up  in  some  important  respects  that  you  should 
know  about.  The  bankruptcy  filings  are  up.  We  had  in  March  a  32- 
percent  increase  over  March  of  last  year,  which  is  the  largest 
month-to-month  increase  that  we  have  experienced  in  5  years.  We 
expect  that  filings  in  1996  will  be  up  about  23  percent  over  1995. 
In  fact,  it  could  be  even  more  than  that.  We  think  there  will  be  1.1 
million  bankruptcy  cases  filed  in  the  coming  year,  whereas  we 
budgeted  only  for  1  million  cases.  And  other  parts  of  our  workload 
are  up  as  well,  and  I  will  not  repeat  the  details  here,  but  I  would 
call  your  attention  particularly  to  the  table  which  is  on  page  11  of 
my  opening  statement. 

At  the  same  time,  we  realize  that  we  have  an  imperative  duty 
to  try  to  decrease  our  costs  and  to  do  our  work  more  efficiently,  and 
in  a  number  of  respects  we  are  doing  that.  There  have  been  places 
of  holding  court  closed.  There  has  been  a  full-time  magistrate 
judgeship  in  the  Eastern  District  of  Michigan  phased  out.  We  have 
given  up  $2  million  per  year  worth  of  law  book  subscriptions,  and 
we  have,  through  the  bankruptcy  noticing  center,  which  is  auto- 
mated, eliminated  needs  to  the  extent  of  $11  million  for  fiscal  year 
1997.  Again,  the  details  of  our  cost-saving  efforts  are  summarized 
in  an  appendix  to  my  statement,  and  I  will  not  repeat  them. 

I  do  want  to  say  just  a  couple  more  things  about  what  you  might 
call  the  smaller  accounts  within  our  budget,  the  Administrative  Of- 
fice of  the  U.S.  Courts  and  the  Federal  Judicial  Center.  These  are 
relatively  small;  they  are  not  small  in  absolute  terms,  but  they  are 
relatively  small  when  you  compare  them  with  the  budget  of  the  en- 
tire judicial  branch.  And  it  is  my  hope  that  the  committee  will  see 
fit  to  grant  some  substantial  increases  here.  The  Administrative 
Office  appropriations  were  level  from  1995  to  1996.  They  have  been 
subject  to  a  hiring  freeze  for  some  time,  and  their  budget  as  a  per- 
centage of  the  budget  of  the  judicial  branch  has  been  going  down. 

The  Federal  Judicial  Center,  which  is  vital  to  us  in  terms  of 
training,  actually  got  a  decrease  from  1995  to  1996,  and  we  are 
asking  that  you  see  whether  or  not  that  could  be  restored  and  an 
increase  granted  for  1997,  and  part  of  that,  I  will  say,  is  directly 
related  to  law  enforcement,  because  if  we  get  the  additional  proba- 
tion officers  hired  that  we  need,  they  will  need  to  be  trained,  and 
about  $400,000  of  the  FJC  requested  increase  is  for  training  new 
probation  officers. 

PREPARED  STATEMENTS 

And  finally,  I  just  want  to  say,  Mr.  Chairman,  that  I  consider  it 
a  great  honor  to  appear  before  this  committee  and  represent  the  ju- 
dicial branch,  and  I  am  very  grateful  to  the  courtesies  that  Senator 
Gramm  showed  us  last  year,  and  we  are  delighted  to  be  working 
with  you  now.  Thank  you,  sir. 

[The  statements  follow:] 


Ill 

Prepared  Statement  of  Richard  S.  Arnold 

INTRODUCTION 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity 
to  testify  today  on  the  Judiciary's  fiscal  year  1997  budget  request.  This  is  the  ninth 
time  I  have  testified  before  this  subcommittee,  and  the  support  and  open  minded 
consideration  the  courts'  needs  have  received  from  all  the  subcommittee  members 
have  been  greatly  appreciated  throughout  the  Judiciary.  I  am  looking  forward  to 
continuing  the  good  working  relationships  and  the  constructive  dialogue  we  have 
maintained  between  our  two  branches. 

With  me  today  are  Judge  Owen  M.  Panner  of  the  United  States  District  Court 
for  the  District  of  Oregon,  a  member  of  our  Budget  Committee,  and  Leonidas  Ralph 
Mecham,  Director  of  the  Administrative  Office  of  the  United  States  Courts.  Joining 
us  for  her  first  appearance  before  the  Subcommittee  is  Judge  Rya  W.  Zobel,  United 
States  District  Judge  for  the  District  of  Massachusetts,  and  the  Director  of  the  Fed- 
eral Judicial  Center. 

Mr.  Chairman,  on  behalf  of  the  entire  Judicial  Branch  I  want  to  thank  you,  Sen- 
ator Hollings,  and  all  the  Members  of  the  Subcommittee  for  all  your  hard  work  over 
the  past  year  in  providing  the  courts  with  our  fiscal  year  1996  appropriation.  Know- 
ing the  budget  constraints  under  which  you  labored,  we  greatly  appreciate  the  ef- 
forts you  made  on  our  behalf.  While  we  did  not  receive  our  full  request,  the  funds 
you  provided  were  sufficient  to  maintain  our  employment  levels  and  provide  for  our 
most  critical  programs.  The  Subcommittee's  willingness  to  work  with  us  and  provide 
sufficient  funds  was  crucial  to  the  effective  functioning  of  the  court  system.  I  also 
want  to  express  my  appreciation  to  the  Committee  Staff  for  the  excellent  job  they 
do.  It  is  a  pleasure  to  work  with  such  a  professional  group  of  people. 

A  RESTRAINED  BUDGET  IN  THE  FACE  OF  INCREASING  WORKLOAD 

The  Judiciary  is  making  every  effort  to  hold  down  its  budget  request,  in  spite  of 
our  increasing  workload.  On  the  surface,  it  appears  we  are  requesting  a  large  in- 
crease for  fiscal  year  1997,  but  in  real  terms  we  have  limited  our  request  to  only 
a  four  percent  increase  to  fund  our  highest  priority  increased  workload  and  program 
needs.  The  remaining  ten  percent  of  our  increase  results  from  inflationary  increases, 
proposed  pay  adjustments,  and  a  bookkeeping  adjustment  required  to  maintain  our 
current  levels  of  employment  and  operations.  The  bookkeeping  adjustment  results 
from  having  to  restore  appropriated  funds  to  programs  which  were  partially  funded 
with  fee  resources  available  in  fiscal  year  1996,  that  will  not  be  available  in  1997. 

We  are  fully  aware  of  your  budget  constraints,  and  we  have  held  down  our  re- 
quest as  much  as  possible  without  harming  the  delivery  of  justice.  We  have  been 
successful  in  holding  down  our  request  by  deferring  or  delaying  expenses  where  pos- 
sible, and  by  implementing  a  large  number  of  management  innovations,  improve- 
ments, and  economy  measures,  which  I  will  discuss  later  in  my  testimony. 

We  believe  our  request  is  reasonable  and  consistent  with  the  responsibilities  we 
have  been  given  by  Congress  and  the  resulting  workload  increase.  At  13.7  percent, 
our  requested  increase  in  funding  is  identical  to  the  increase  requested  by  the  Jus- 
tice Department,  our  primary  litigant.  A  detailed  explanation  of  our  fiscal  year  1997 
request  is  included  at  Appendix  1. 

A  MORE  PRODUCTIVE  AND  EFFICIENT  JUDICIARY:  DOING  MORE  WITH  LESS 

I  am  pleased  to  report  that  the  Judiciary  is  making  every  effort  to  make  the 
courts  as  productive  and  efficient  as  possible.  You  have  asked  us  to  reduce  our  cost 
of  doing  business,  and  we  are  doing  just  that. 

We  are  in  the  forefront  of  decentralizing  decision-making  authority  to  local  man- 
agers, a  cornerstone  of  modern  management  theory.  Budget  and  personnel  decen- 
tralization empowers  the  people  on  the  front  line,  who  know  best  how  to  use  their 
resources  effectively,  with  the  ability  to  make  those  decisions. 

What  is  the  Judicial  Branch  doing  to  optimize  its  resources  and  reduce  costs?  We 
have  been  very  aggressive  in  taking  advantage  of  innovative  technologies  and  im- 
proved management  techniques  to  reduce  our  cost  of  doing  business.  Our  cost-cut- 
ting efforts  are  widespread  and  cover  all  operational  and  program  areas  of  the  judi- 
cial branch.  A  savings  of  approximately  $160  million  was  achieved  by  limiting  our 
staffing  of  the  federal  courts  to  84  percent  of  the  amount  called  for  by  staffing  for- 
mulas. The  courts  have  taken  steps  to  continue  to  operate  at  these  restrained  staff- 
ing levels,  but  these  steps  have  not  come  easily  or  without  some  impact,  primarily 
in  the  form  of  uncompensated  overtime,  as  we  ask  courts  to  do  more  with  less.  As 
a  cost-cutting  effort,  the  Judicial  Conference  agreed  to  continue  the  84  percent  staff- 
ing level  into  fiscal  year  1997. 
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The  Judicial  Conference,  the  courts,  and  the  Administrative  Office  have  all  joined 
together  to  enhance  efficiency,  increase  productivity,  and  reduce  the  cost  of  this  na- 
tion's justice  system.  By  our  estimates,  these  initiatives  will  result  in  about  $750 
million  in  cost  avoidance  and  savings  from  fiscal  years  1995  through  1997.  For  fiscal 
year  1997  alone,  we  estimate  that  these  initiatives  result  in  cost  savings  and 
avoidances  of  over  $250  million.  A  detailed  description  of  these  initiatives  is  in- 
cluded at  Appendix  2,  but  I  would  like  to  highlight  several  of  the  major  initiatives. 

MAJOR  INITIATIVES  TO  CONTROL  AND  REDUCE  COSTS 

Personnel 

Personnel  expenses  make  up  the  largest  part  of  the  Judiciary's  budget.  For  sev- 
eral years,  we  have  made  a  conscious  decision  to  staff  the  courts  at  well  below  opti- 
mal staffing  levels.  The  only  way  to  do  this  and  continue  to  provide  justice  to  the 
nation  is  to  work  harder  and  more  intelligently.  Specific  examples  of  our  efforts  to 
reduce  personnel  costs  are: 
— $160  million  per  year  in  personnel  expenses  were  saved  in  fiscal  year  1995,  and 
similar  savings  are  anticipated  in  both  fiscal  years  1996  and  1997,  by  staffing 
federal  courts  at  only  84  percent  of  work  measurement  formulas. 
— $12.5  million  in  cost  avoidance  will  result  from  adopting  new  staffing  standards 

for  court  security  officers. 
— $3  million  a  year  will  be  saved  by  the  adoption  of  changes  to  the  career  law 
clerk  grade  structure. 

Judges 

The  Judicial  Conference  and  the  circuits  continue  to  examine  the  need  for  judge- 
ships. For  example,  in  fiscal  year  1994,  more  conservative  criteria  were  developed 
to  evaluate  court  requests  for  new  district  judgeships.  As  a  result,  eight  fewer  judge- 
ships were  requested  than  would  have  been  approved  under  the  old  criteria,  poten- 
tially avoiding  costs  of  about  $6  million  a  year.  Other  examples  of  ongoing  efforts 
to  reduce  judgeship  costs  are: 
— $6  million  a  year  will  be  saved  as  a  result  of  reexamination  and  subsequent 
elimination  of  8  of  the  19  new  bankruptcy  judgeships  previously  approved  by 
the  Judicial  Conference,  but  not  yet  acted  upon  by  Congress. 
— $5  million  a  year  will  be  saved  because  of  more  stringent  standards  for  assess- 
ing the  need  for  bankruptcy  judgeships.  As  a  result,  circuits  have  deferred  the 
filling  of  seven  vacant  bankruptcy  judgeships. 
— $523,000  is  saved  by  the  unprecedented  decision  by  the  Judicial  Conference  to 
discontinue  a  magistrate  judgeship  in  the  Eastern  District  of  Michigan. 

Space  and  Facilities 

Expenses  associated  with  providing  courtrooms,  chambers,  and  office  space  for 
judges  and  other  court  employees  account  for  the  second  largest  portion  of  the  fed- 
eral courts'  operating  budget.  The  Judiciary  has  undertaken  a  number  of  initiatives 
to  identify  ways  to  reduce  our  space  costs. 

Specific  examples  of  our  efforts  to  reduce  space  costs  are: 

— $8  million  was  reduced  from  our  fiscal  year  1997  budget  request  as  a  cost  cut- 
ting measure  by  requiring  offsets  for  the  cost  of  new  space  through  reductions 
elsewhere. 
— $570,000  was  saved  on  an  annual  basis  by  closing  six  facilities  without  a  resi- 
dent full-time  judicial  officer. 
— A  plan  was  approved  recently  by  the  Judicial  Conference  to  study  courtroom 
sharing,  determine  criteria  for  opening  and  closing  of  facilities,  and  to  encour- 
age courts  to  identify  and  release  excess  space  to  GSA. 

Automation 

On  the  automation  front,  the  Judiciary  is  working  hard  to  incorporate  innovative 

technologies  into  its  operations  to  lower  the  cost  of  doing  business  and,  at  the  same 

time,  improve  services.  Specific  examples  of  our  efforts  to  enhance  use  of  automation 

are: 

— $11  million  will  be  saved  over  four  years  by  contracting  out  notice  production 

and  distribution  services  through  the  Bankruptcy  Noticing  Center. 
—$10  million  is  saved  annually  as  a  result  of  new  approaches  to  the  operation 
and  maintenance  of  the  automation  program  through  such  initiatives  as  replac- 
ing outdated,  expensive-to-maintain  equipment  with  new  processors;  switching 
to  local  rather  than  national  maintenance  of  certain  equipment;  reducing  tele- 
phone maintenance  and  service  costs;  reducing  supply  costs  by  reexamining  ac- 
tual needs  and  reducing  back-up  tape  storage  costs;  and  reducing  personnel 
costs  by  eliminating  nine  automation  program  positions. 
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— $5  million  is  saved  annually  by  negotiating  extremely  competitive  rates  for  a 
new  five-year  contract  for  Computer  Assisted  Legal  Research  (CALR)  services. 
In  addition,  elimination  of  funding  for  certain  lawbook  subscriptions  has  re- 
sulted in  annual  savings  of  approximately  $2  million  in  lawbook  procurements. 

Probation  I  Pretrial  Services 

Our  Probation  and  Pretrial  Services  offices  have  been  successful  with  a  number 
of  initiatives  to  increase  their  productivity  and  reduce  costs.  For  example: 
— $4  million  in  annual  cost  avoidance  resulted  from  a  review,  and  subsequent 
downward  revision,  of  staffing  levels  allocated  to  the  supervision  function  for 
drug  treatment. 
— $1  million  was  saved  by  increasing  the  amount  offenders  contribute  for  elec- 
tronic monitoring  services. 
Probation  and  Pretrial  Services  also  operates  one  of  the  most  cost-effective  pro- 
grams in  the  federal  government — Home  Confinement.  On  any  one  day,  over  4,000 
individuals,  who  otherwise  would  be  confined  in  a  federal  prison,  detention  center 
or  contract  facility,  are  monitored  in  their  homes  by  Probation  and  Pretrial  Services. 
If  all  4,000  of  these  individuals  were  housed  in  federal  facilities,  it  would  cost  the 
Federal  Prison  System  between  $57  and  $88  million  each  year.  Placing  that  same 
number  in  the  Judiciary's  home  confinement  program  costs  approximately  $26  mil- 
lion. This  amounts  to  a  savings  per  year  for  taxpayers  of  between  $3 1  and  $62  mil- 
lion, although  the  savings  is  realized  by  the  Bureau  of  Prisons  and  is  reflected  in 
its,  and  not  the  Judiciary^,  budget  request. 

New  Technology — Video  Conferencing 

Mr.  Chairman,  interest  has  been  expressed  in  video  conferencing  and  its  potential 
for  improving  the  cost  effectiveness  of  the  courts.  We  have  tested  video  conferencing 
in  certain  judicial  proceedings  outside  the  courtroom,  and  for  training. 

On  the  matter  of  training,  I  refer  you  to  Judge  Zobel's  statement,  which  describes 
very  well  the  steps  the  Federal  Judicial  Center  is  taking  to  use  video  conferencing 
and  other  technologies  in  education  and  training  for  the  Judicial  Branch. 

As  to  video  conferencing's  use  in  actual  judicial  proceedings,  pilot  programs  have 
been  run  for  prisoner  civil  rights  cases,  mental  competency  hearings,  and  bank- 
ruptcy proceedings.  These  pilots  have  identified  potential  benefits  such  as  reduced 
travel  costs,  a  reduction  in  non-productive  hours,  and  an  enhanced  ability  to  move 
cases  forward  more  rapidly.  We  are  planning  to  expand  these  pilots  to  other  courts 
in  fiscal  year  1996. 

We  are  also  working  with  the  Justice  Department  to  coordinate  the  development 
of  an  effective  implementation  plan  for  possible  use  of  video  conferencing  technology. 
Savings  to  be  had  from  using  video  conferencing  for  pretrial  events  such  as  inter- 
views, bond  hearings,  arraignments,  trial  postponements,  etc.,  could  be  realized  not 
only  by  the  courts,  but  also  the  Bureau  of  Prisons,  the  Marshals  Service,  and  the 
U.S.  Attorneys.  Non-monetary  benefits  could  also  be  realized  through  enhanced 
courtroQm  security. 

The 'courts  are  also  closely  examining  other  ways  to  employ  new  technologies  to 
facilitate  and  expedite  courtroom  presentations.  We  have  developed  "An  Interim 
Guide  to  Courtroom  Technologies"  to  assist  the  courts  in  identifying  and  testing 
technology  which  may  offer  them  new  ways  to  cope  with  growing  workload.  For  ex- 
ample, courts  are  examining  the  use  of  optical  scanning  of  documents  and  real-time 
court  reporting  to  help  improve  efficiency.  We  also  have  projects  underway  to  exam- 
ine the  potential  for  electronic  filings. 

We  believe  we  are  keeping  pace  with,  and  in  some  cases  are  ahead  of,  both  the 
private  sector  and  other  federal  agencies  in  this  area.  Recently,  the  Judicial  Con- 
ference's Committee  on  Automation  and  Technology  was  briefed  by  a  leader  in  the 
telecommunications  industry  on  new  technologies  which  could  prove  to  be  very  use- 
ful to  the  courts  in  the  near  future.  I  can  assure  you  that  we  are  committed  to  the 
consideration  of  any  initiative  that  will  facilitate  the  administration  of  justice  and 
save  money. 

LAW  ENFORCEMENT 

As  I  stated  earlier,  in  spite  of  our  best  efforts  to  hold  down  our  expenses,  the  Judi- 
ciary's workload  and  overall  budget  continue  to  grow.  This  results  primarily  from 
the  key  law  enforcement  role  played  by  the  federal  courts  in  reducing  crime  in  our 
nation.  The  Judiciary  is  an  integral  part  of  the  criminal  justice  system  and  as  such 
has  a  direct  impact  on  public  safety.  This  task  involves  not  only  appellate  and  dis- 
trict court  judges,  but  also  magistrate  judges  and  all  court  personnel.  In  addition, 
our  probation  and  pretrial  services  officers  are  on  the  front  line  supervising  released 
prisoners  and  defendants,  which  includes  testing  to  make  sure  these  individuals  re- 
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main  drug  free.  Our  federal  public  defenders  and  private  panel  attorneys  are  provid- 
ing constitutionally  mandated  counsel  for  defendants  who  are  unable  to  afford  coun- 
sel. Our  Court  Security  Officers,  as  evidenced  by  the  recent  detection  of  a  mail  bomb 
at  a  facility  in  the  Northern  District  of  Illinois,  are  putting  their  lives  on  the  line 
every  day  making  sure  that  citizens  can  safely  enter  a  courthouse  and  obtain  the 
justice  they  deserve. 

The  Judiciary's  budget  needs  are  inextricably  linked  to  the  budget  of  the  Depart- 
ment of  Justice.  For  fiscal  year  1997,  the  Department  of  Justice  has  requested  a 
10.4  percent  increase  for  the  FBI,  a  18.7  percent  increase  for  the  DEA,  and  a  7.4 
percent  increase  for  the  U.S.  Attorneys.  As  Congress  continues  to  expand  the  role 
of  the  Justice  Department,  it  increases  the  caseload  and  workload  in  the  courts,  and 
the  need  for  additional  resources.  As  you  consider  our  fiscal  year  1997  budget  re- 
quest, please  remember  the  law  enforcement  role  which  Congress  and  the  President 
are  placing  upon  the  Judiciary. 

Criminal  I  Civil  Workload 

Unlike  most  Federal  agencies,  which  are  downsizing  and  reducing  their  workload, 
the  Judiciary's  workload  is  growing.  I  need  not  remind  you  that  the  courts  cannot 
refuse  to  accept  cases.  Also,  the  Judiciary  does  not  have  the  authority  to  handle  only 
the  "highest"  priority  workload.  Every  case  that  is  filed,  whether  criminal  or  civil, 
must  be  handled,  and  ultimately  disposed  of,  by  the  courts.  Every  indigent  defend- 
ant charged  in  a  criminal  case  must  be  provided  court  appointed  counsel.  Every 
felon  released  from  prison  must  be  supervised,  and  all  statutorily  mandated  drug 
testing  must  be  performed. 

Over  the  past  several  years,  the  Congress  has  approved  large  increases  in  the 
number  of  FBI  and  DEA  agents,  as  well  as  Assistant  U.S.  Attorneys.  Since  1993, 
the  number  of  Assistant  U.S.  Attorneys  has  grown  by  almost  15  percent.  Those  in- 
vestigators and  prosecutors  are  out  doing  their  jobs,  and  that  is  resulting  in  more 
arrests  and  indictments  and  thus  more  work  for  the  judicial  system.  Also,  the  num- 
ber of  persons  under  supervision  by  our  Probation  and  Pretrial  Services  Offices  con- 
tinues to  grow  and  is  now  almost  equal  to  the  federal  prisoner  population.  As  you 
can  see  from  the  following  chart,  we  estimate,  with  input  from  the  Justice  Depart- 
ment, that  our  workload  will  continue  to  grow  in  fiscal  year  1997. 

CRIMINAL/CIVIL  WORKLOAD  FACTORS 

Fiscal  year — 


Criminal  Filings: 

Cases  

Defendants  

Civil  Petitions 

Appeals 

Persons  Under  Supervision  

We  do  not  anticipate  an  increase  in  the  overall  number  of  civil  filings,  but  the 
mix  of  cases  is  creating  a  greater  workload  for  court  staff.  For  example,  we  are  expe- 
riencing an  increase  in  prisoner  petitions,  which  tend  to  be  more  time  consuming 
for  staff,  while  cases  involving  student  loans  and  veterans  benefits,  which  are  less 
burdensome,  are  declining. 

Our  requested  workload  enhancements  of  $71.5  million  for  additional  magistrate 
judges,  district  court  staff,  courts  of  appeals  staff,  and  probation  and  pretrial  serv- 
ices staff  reflect  this  anticipated  increase  in  workload.  As  I  mentioned  earlier,  in  fis- 
cal years  1995  and  1996,  we  staffed  the  courts  at  only  84  percent  of  the  workload 
formula.  The  additional  positions  requested  for  fiscal  year  1997  are  required  to  con- 
tinue to  staff  the  courts  at  that  84  percent  staffing  level,  based  upon  projected  work- 
load for  1997.  Without  the  additional  resources  to  handle  our  anticipated  workload 
increases,  civil  trials  will  be  delayed,  the  average  time  from  filing  to  disposition  will 
increase,  the  backlog  of  pending  civil  cases  will  increase,  and  public  access  to  the 
courts  will  be  reduced. 

Bankruptcy  Workload 

Another  area  of  our  workload  I  would  like  to  emphasize  is  bankruptcy  filings.  Be- 
ginning in  fiscal  year  1993  and  through  1994,  we  experienced  a  significant  decline 
in  bankruptcy  filings.  Staffing  levels  for  the  bankruptcy  courts  were  reduced  to  re- 


1995  actual 

1996  estimate 

1997  estimate 

45,300 

46,600 

47,600 

64,300 

66,600 

68,000 

244,400 

241,400 

244,400 

49,800 

51,200 

52,700 

85,822 

87,900 

90,500 
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fleet  that  decline  in  fiscal  years  1994  and  1995.  Unfortunately,  the  impact  of  cor- 
porate and  government  downsizing  in  some  areas  of  the  country,  as  well  as  other 
factors  such  as  an  increase  in  consumer  debt,  has  reversed  this  trend,  resulting  in 
a  significant  increase  in  bankruptcy  filings  in  1995.  Based  on  the  latest  projections, 
we  anticipate  an  increase  of  over  13  percent  in  bankruptcy  filings  from  1995  to 
1997.  Without  a  commensurate  increase  in  staffing  in  fiscal  year  1997,  we  will  begin 
to  experience  delays  in  the  processing  of  bankruptcy  cases,  which  will  adversely  af- 
fect both  debtors  and  creditors.  The  following  chart  provides  both  a  historical  com- 
parison of  filings  and  full-time  equivalent  (FTE)  staffing  levels  from  1992  to  1995, 
and  our  most  recent  estimates  of  the  anticipated  upturn  for  1996  and  1997. 

BANKRUPTCY  FILINGS/STAFFING 


1992 

1993 

1994 

1995 

1996 

1997 

actual 

actual 

actual 

actual 

estimate 

estimate 

Filings  (000)  977  897  837  883  960  1,000 

Change  (in  percent)  -8  -7  +6  +9  +4 

Staffing  (FTE)  4,960  5,230  4,860  4,419  4,635  4,957 

Change  (in  percent)  .      +5  -7  -9  +5  +7 

As  you  can  see  from  the  preceding  chart,  when  bankruptcy  workload  declined  in 
previous  years,  we  took  the  responsible  budget  action  and  reduced  staffing.  We  now 
ask  the  Congress  to  recognize  the  need  for  an  additional  $18.4  million  and  589  posi- 
tions to  allow  the  bankruptcy  courts  to  handle  their  increased  workload  adequately. 

SPACE  RENTAL  FUNDING  CRISIS 

I  must  now  reluctantly  call  to  your  attention  an  impending  funding  crisis  for  the 
courts  which  will  begin  in  fiscal  year  1997  and  grow  in  proportion  over  the  next  five 
years.  As  recently  as  five  years  ago,  the  courts  were  warning  of  a  crisis  due  to  a 
lack  of  court  facilities  to  handle  the  growing  number  of  judicial  officers  and  support 
staff.  The  additional  judges  and  staff,  when  combined  with  50  year  old  courthouses, 
left  many  courts  bursting  at  the  seams.  Congress  responded  to  our  concerns  with 
an  unprecedented  courthouse  construction  program,  for  which  the  Judiciary  is  truly 
thankful.  Unfortunately,  this  has  presented  both  the  Judiciary  and  the  Congress 
with  another  space  crisis — how  to  pay  for  the  additional  rent  to  be  charged  by  GSA. 

As  you  know,  GSA  builds  our  courthouses  and  then  charges  us  "rent"  at  a  market 
price  that  includes  a  "profit"  in  excess  of  20  percent.  GSA  retains  this  "profit"  to 
fund  future  construction  of  federal  buildings.  Current  projections  call  for  anticipated 
average  annual  growth  in  space  rental  costs  of  about  ten  percent  per  year  over  the 
next  five  years.  When  this  is  compared  to  the  five  percent  increase  in  appropriations 
the  Judiciary  received  in  fiscal  year  1996,  the  magnitude  of  our  problem  becomes 
apparent. 

Unless  action  is  taken  at  this  time,  the  courts  face  the  likelihood  of  having  to  re- 
duce staff  even  further  in  order  to  come  up  with  the  funds  needed  to  pay  mandatory 
rent  costs  for  the  new  space  scheduled  for  delivery  during  the  next  five  years.  We 
must  not  let  this  happen.  We  need  more,  not  fewer,  staff  to  effectively  handle  our 
increasing  workload. 

The  Judicial  Conference  is  attempting  to  address  this  problem.  A  plan  was  ap- 
proved by  the  Conference  at  its  March  meeting  which  is  designed  to  reduce  some- 
what the  future  growth  of  our  space  rental  costs.  It  is  a  comprehensive  plan  that 
will  potentially  affect  all  aspects  of  court  operations.  Once  approved,  we  will  forward 
a  report  to  the  Committee  identifying  the  steps  we  plan  to  take.  If  we  are  unable 
to  achieve  necessary  savings  through  administrative  actions,  we  will  be  forced  to 
come  to  the  Congress  to  seek  your  help  in  coming  up  with  a  solution. 

While  we  are  discussing  courthouses,  I  would  be  remiss  if  I  failed  to  report  on 
steps  we  are  taking  to  make  construction  of  new  courthouses  more  cost-effective.  As 
you  know  there  has  been  much  controversy  surrounding  our  courthouse  building 
program,  much  of  it,  I  maintain,  completely  unfounded.  Even  though  GSA  has  the 
responsibility  for  construction  and  design,  we  have  always  wanted  to  ensure  that 
buildings  were  designed  to  meet  our  functional  requirements.  Ever  since  design 
standards  were  approved  by  the  Judicial  Conference  in  1991,  we  have  been  further 
refining  standards  to  reduce  costs.  In  the  past  we  jointly  sponsored  with  GSA  an 
independent  review  of  the  standards,  which  ultimately  led  to  reducing  construction 
costs  in  an  average-sized  courthouse  by  $1.5  million.  In  fact,  we  have  just  begun 
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our  own  internal  and  external  review  of  the  standards.  The  public  works  commit- 
tees, GSA,  and  the  private  sector  have  been  invited  to  participate  in  the  review. 

Two  courthouses  in  the  surrounding  area  have  been  recently  completed  in  Green- 
belt,  Maryland  ard  in  Alexandria,  Virginia.  Those  buildings  will  be  serving  the  com- 
munities for  at  least  the  next  50  years.  I  invite  you  to  contact  us  if  you  would  like 
to  visit  them. 

SUMMARY 

In  summary,  there  are  two  major  points  I  wish  to  leave  with  you.  First,  we  are 
making  every  possible  effort  to  make  the  courts  as  efficient  and  cost-effective  as  pos- 
sible. Second,  the  Congress  and  the  Executive  Branch  have  more  control  over  the 
Judiciary's  workload  than  we  do.  As  long  as  we  comply  with  our  constitutional  and 
statutory  mandates,  and  as  long  as  the  Congress  and  the  President  continue  to 
make  fighting  crime  a  high  priority,  our  workload  will  increase.  Unfortunately,  de- 
spite our  intense  cost  containment  efforts,  increased  workload  means  increased 
costs. 

Mr.  Chairman,  this  concludes  my  discussion  of  the  Judiciary's  fiscal  year  1997 
budget  request.  If  I  might  quote  from  the  Chief  Justice's  1995  Year-End  Report,  "No 
one  doubts  that  it  is  Congress,  and  not  the  judiciary,  which  makes  laws.  No  one 
doubts  that  it  is  the  judiciary,  and  not  the  Congress,  which  decides  cases.  But  in 
the  gray  area  between  these  core  functions,  there  must  be  some  give  and  take  in 
order  to  work  out  common  sense  solutions  to  recognized  problems." 

We  know  you  will  be  operating  under  severe  budget  constraints  in  the  coming 
year.  We  would  like  to  work  with  the  Subcommittee  to  ensure  that  the  courts  re- 
ceive adequate  funding  within  those  constraints.  We  will  be  pleased  to  provide  you 
with  any  additional  information  you  may  require.  I  want  to  thank  you  for  this  op- 
portunity to  testify,  and  for  the  courtesy  you  have  shown  me. 


Appendix  1. — Fiscal  Year  1997  Budget  Request,  Court  of  Appeals,  District 
Courts,  and  Other  Judicial  Services  Summary 

The  fiscal  year  1997  budget  request  for  the  Courts  of  Appeals,  District  Courts, 
and  Other  Judicial  Services  totals  $3,266,219,000,  an  increase  of  $404,833,000  over 
our  1996  level  (exclusive  of  the  Violent  Crime  Reduction  Trust  Fund,  which  is  dis- 
cussed separately  at  the  end  of  this  section). 

Most  of  the  requested  increase  is  necessary  to  provide  for  inflation  and  other  un- 
controllable adjustments  for  existing  judges  and  staff  in  order  to  continue  current 
operations  ($321,603,000).  A  smaller  amount  is  requested  to  improve  services  and 
respond  to  increasing  workload  ($83,230,000).  The  requests  for  the  principal  pro- 
grams are  summarized  below. 

salaries  and  expenses 

The  salaries  and  expenses  of  the  circuit,  district,  and  bankruptcy  courts,  and  pro- 
bation and  pretrial  services  offices  account  for  most  of  our  request.  A  total  of 
$2,747,346,000  is  included  for  these  activities,  $314,205,000  over  the  1996  enacted 
level. 

More  than  three-quarters  of  this  increase  ($242,660,000)  is  needed  to  fund  uncon- 
trollable costs  such  as  inflation,  the  annualized  costs  of  additional  personnel  and 
space  brought  on  in  fiscal  year  1996,  and  restoration  of  the  Judiciary's  direct  appro- 
priation base  to  provide  funds  that  were  available  in  fiscal  year  1996  from  fee  bal- 
ances. The  current  services  portion  of  the  request  also  includes  rent  and  related 
costs  associated  with  new  space  that  the  General  Services  Administration  (GSA) 
will  deliver  in  1997. 

The  remaining  increase  ($71,545,000)  will  primarily  fund  the  personnel  needed  to 
address  increases  in  workload,  and  modest  enhancements  in  our  automation  pro- 
gram. The  increases  fund  the  following: 

Additional  Court  Support  Personnel. — Workload  continues  to  increase  in  our  dis- 
trict, appeals  and  bankruptcy  courts.  We  anticipate  that  bankruptcy  filings  will  in- 
crease at  least  13  percent  and  district  and  appellate  filings  will  also  increase.  In 
probation,  the  number  of  offenders  received  for  supervision  will  continue  to  increase, 
but  more  significant  is  the  shift  from  relatively  low-risk  probation  cases  to  high-risk 
violent  offenders  on  supervised  release.  Consequently,  an  increase  of  $27,832,000  is 
requested  for  785  court  support  employees  and  related  expenses  (exclusive  of  judges' 
staff)  in  appellate,  district  and  bankruptcy  courts  and  $25,321,000  for  577  new  pro- 
bation and  pretrial  services  officers  and  supporting  personnel. 
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It  is  important  to  note  that  even  with  these  increases  the  courts  will  have  to  con- 
tinue to  operate  at  only  84  percent  of  the  staff  that  should  be  on-board  to  meet  pro- 
jected 1997  workload  as  identified  by  our  work  measurement  formulae.  This  84  per- 
cent staffing  level  is  the  same  level  as  in  both  fiscal  year  1995  and  fiscal  year  1996. 

A  request  of  $982,000  (17  employees)  is  included  to  continue  the  establishment 
of  Bankruptcy  Appellate  Panels  (BAP's)  as  required  by  the  Bankruptcy  Reform  Act 
of  1994.  This  funding  allows  the  addition  of  BAP's  in  two  circuits,  bringing  the  total 
number  of  BAP's  to  eight. 

Judges. — An  increase  of  $2,433,000  is  requested  for  2  new  magistrate  judge  posi- 
tions, the  conversion  of  2  magistrate  judge  positions  from  part-time  to  full-time,  and 
associated  support  positions.  This  increase  is  needed  to  provide  an  effective,  yet  less 
costly,  way  of  providing  help  for  Article  III  judges  to  handle  the  large  volume  of  civil 
and  criminal  cases  facing  the  courts.  Offsetting  that  increase  is  a  reduction  of 
$523,000  resulting  from  the  discontinuance  of  one  magistrate  judge  position  and  as- 
sociated personnel. 

Probation  and  Pretrial  Services  Programs. — An  increase  of  $5,049,000  is  needed 
to  place  an  additional  1,320  high-risk  substance  abusers  in  structured,  in-patient 
treatment  programs.  An  increase  of  $1,250,000  is  requested  for  contract  in-patient 
mental  treatment  necessary  to  supervise  and  properly  control  an  additional  100  per- 
sons with  mental  disorders  or  defects  who  will  be  placed  under  supervision  in  fiscal 
year  1997.  Mentally  disordered  offenders  pose  a  significant  risk  to  the  community 
and  to  probation  personnel. 

Sound  System  Equipment. — An  increase  of  $1,727,000  is  included  to  fund  new  and 
replacement  sound  systems  to  ensure  that  courtrooms  have  adequate  recording  and 
public  address  systems. 

Automation  Projects. — Overall,  our  fiscal  year  1997  automation  program  declines 
by  a  net  $6,303,000  from  fiscal  year  1996  levels,  resulting  from:  (1)  an  increase  of 
$3,500,000  for  inflation;  (2)  a  decrease  of  $17,300,000  for  non-recurring  fiscal  year 
1996  enhancements;  and  (3)  an  increase  of  $7,474,000  for  enhancements  in  existing 
automation  activities,  which  are  critical  to  smooth  and  efficient  court  operations. 
These  fiscal  year  1997  enhancements  include  the  following:  continued  development 
and  implementation  of  automated  systems  in  support  of  chambers,  courtrooms,  and 
clerk's  offices;  a  replacement  for  obsolete  personnel  and  payroll  systems;  a  uniform 
accounting  system  which  will  replace  current  manual  and  incompatible  systems 
used  by  the  courts;  and  a  more  modern  jury  selection  system.  It  is  important  to  note 
that  the  request  reflects  a  net  decrease  for  the  Judiciary  Automation  program  in  fis- 
cal year  1997. 

DEFENDER  SERVICES 

A  total  of  $318,905,000  is  requested  for  the  Defender  Services  program,  which 
provides  representation  for  eligible  criminal  defendants.  While  this  is  $51,688,000 
over  the  1996  appropriated  level  of  $267,217,000,  it  is  only  $23,144,000  over  the  an- 
ticipated fiscal  year  1996  level  of  obligations  of  $295,761,000.  fiscal  year  1996  appro- 
priated funds  will  be  supplemented  by  $28,544,000  in  carryover  and  transfers  to 
this  account  to  handle  current  needs.  In  fiscal  year  1997,  these  other  sources  of 
funds  will  not  be  available,  thus  necessitating  the  requested  increase  of  $49,288,000 
in  appropriated  funds  to  maintain  the  current  level  of  operations. 

Our  fiscal  year  1997  request  also  includes  a  $5  per  hour  rate  adjustment  for  pri- 
vate panel  attorneys  in  those  districts  which  do  not  currently  receive  a  $75  per  hour 
compensation  rate.  Panel  attorney  rates  in  78  of  the  94  districts,  while  raised  in 
1996  for  the  first  time  since  1984,  are  still  an  impediment  to  our  ability  to  attract 
qualified  attorneys  to  serve  as  court-appointed  counsel.  We  hope  this  rate  adjust- 
ment will  lessen  the  problem. 

The  remaining  increase  ($2,400,000)  will  fund  four  new  traditional  defender  orga- 
nizations. The  Congress  has  urged  us  to  establish  more  defender  organizations  as 
an  alternative  to  using  panel  attorneys  in  districts  where  this  would  be  appropriate. 
With  these  funds,  we  will  have  defender  organizations  in  67  districts  in  1997,  up 
from  63  districts  in  1996. 

FEES  OF  JURORS  AND  COMMISSIONERS 

We  request  $68,083,000  for  the  Fees  of  Jurors  and  Commissioners  appropriation, 
an  increase  of  $9,055,000  over  fiscal  year  1996.  This  amount  funds  inflationary  ad- 
justments, the  restoration  of  base  funding  associated  with  the  use  of  prior  year  car- 
ryover amounts  in  fiscal  year  1996,  and  a  projected  increase  in  the  number  of  juror 
days. 
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COURT  SECURITY 

For  the  Court  Security  program,  we  request  $131,885,000,  an  increase  of 
$29,885,000  over  1996.  The  request  provides  funding  for  inflation,  restoration  of  the 
recurring  costs  associated  with  the  additional  court  security  officers  funded  for  both 
fiscal  year  1995  and  1996  in  the  fiscal  year  1995  supplemental,  and  other  uncontrol- 
lable costs  ($21,273,000). 

The  remaining  increase  of  $8,612,000  will  provide  for  additional  court  security  of- 
ficers, security  equipment  and  administrative  support  to  meet  the  courts'  most  ur- 
gent requirements  for  security  coverage  at  new  facilities  coming  on  line  in  fiscal 
year  1997. 

VIOLENT  CRIME  CONTROL  AND  LAW  ENFORCEMENT  ACT  OF  1994 

The  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994  (Crime  Bill)  created 
the  Violent  Crime  Reduction  Trust  Fund.  The  amounts  in  the  trust  fund  are  to  be 
appropriated  to  finance  expenses  authorized  by  the  Crime  Bill.  The  Judiciary  was 
authorized  $35  million  in  fiscal  year  1997  to  help  meet  the  increased  demands  for 
judicial  activities  in  the  federal  courts.  Of  the  amount  authorized  for  the  Judiciary 
in  the  trust  fund:  (1)  $14.2  million  provides  funds  to  handle  additional  workload  as- 
sociated with  the  hiring  of  new  Assistant  U.S.  Attorneys;  (2)  $15  million  will  fund 
the  Judiciary's  workload  increases  in  support  of  the  Safety  Valve,  Three  Strikes, 
Death  Penalty,  and  Reimposition  of  Supervised  Release  provisions;  and  (3)  $5.8  mil- 
lion will  fund  Mandatory  Drug  Testing,  Criminal  Aliens  and  Immigration  Enforce- 
ment, Changes  in  Federal  Rules  of  Evidence,  and  Notification  of  Changes  of  Address 
provisions  that  impact  on  our  workload  and  resources. 


Appendix  2.— Highlights  of  Judiciary  Efforts  to  Improve  Economy  and  Fiscal 
Responsibility 

The  entire  judicial  branch  is  focused  intensely  on  reducing  spending,  achieving 
more  with  less,  and  ensuring  that  scarce  resources  are  being  used  as  effectively  as 
possible.  Under  the  guidance  of  the  Judicial  Conference's  program  committees, 
countless  initiatives  have  been  accomplished  or  initiated  to  save  or  avoid  costs  and 
to  examine  program  effectiveness  or  delivery.  For  illustrative  purposes,  the  following 
provides  brief  examples  of  major  accomplishments  and  ongoing  efforts. 

These  initiatives  alone  result  in  about  $750  million  in  cost  savings  and  avoidances 
from  fiscal  years  1995  through  1997,  with  over  $250  million  in  annual  cost  savings 
and  avoidances  in  ensuing  years. 

I.  ACCOMPLISHMENTS 

Judicial  Resources 

The  Judiciary  continues  to  save  significant  resources  by  maintaining  reduced  staff 
levels.  For  example,  operating  in  fiscal  year  1995  at  only  84  percent  of  workload 
measurement  formulae  avoided  costs  of  over  $160  million.  Similar  costs  will  be 
avoided  in  fiscal  years  1996  and  1997  because  the  Judiciary  has  decided  to  maintain 
this  reduced  staffing  level  through  these  years  given  tight  fiscal  constraints.  To  help 
courts  cope  with  the  hardship  resulting  from  this  staff  shortage,  an  effort  is  under- 
way to  identify  better  work  practices  and  help  courts  adopt  them  (as  discussed  in 
the  following). 

The  Judicial  Conference  Committee  on  Judicial  Resources  has  endorsed  34  better 
practices  for  the  presentence  investigation  and  report  function  in  probation  offices. 
These  practices  were  developed  under  the  Judiciary  Methods  Analysis  Program,  an 
effort  to  develop  more  efficient  work  practices  to  help  courts  cope  with  reduced  staff- 
ing levels.  These  presentence  better  practices  are  already  being  implemented  in  sev- 
eral probation  offices  with  promising  results.  The  Committee  has  also  endorsed  56 
suggested  better  practices  for  the  bankruptcy  clerks'  offices.  These  practices  cover 
the  case  intake,  case  opening,  initial  noticing,  case  conversion,  and  claims  functions. 

The  Judicial  Resources  Committee  used  new,  more  conservative  criteria  to  evalu- 
ate fiscal  year  1994  court  requests  for  new  district  judgeships.  As  a  result,  eight 
fewer  new  judgeship  requests  were  approved,  which,  if  authorized  and  filled,  would 
have  increased  funding  needs  by  about  $6  million  a  year. 

The  Judicial  Conference  approved  in  September  1994  changes  to  the  career  law 
clerk  grade  structure  proposed  by  the  Judicial  Resources  Committee.  These  changes, 
which  limit  promotion  potential  and  specify  time-in-grade  requirements,  avoided 
personnel  costs  of  $1  million  in  fiscal  year  1995,  will  avoid  $3  million  in  fiscal  year 
1996,  and  will  result  in  ongoing  long-term  savings. 
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The  Judicial  Conference  approved  a  change  in  the  resource  allocation  made  to 
bankruptcy  courts  for  electronic  court  recorder  operators  (ECRO's).  The  change 
eliminates  an  unintended  incentive  for  judges  to  select  more  costly  contract  court 
reporters  over  less  expensive  ECRO's  and  has  the  potential  to  avoid  costs  of  up  to 
$1.7  million  annually. 

The  Judicial  Resources  Committee  adjusted  downward  the  district  clerks'  work 
measurement  formula  to  reflect  reduced  staffing  needs  associated  with  the  process- 
ing of  naturalization  petitions.  The  Immigration  and  Naturalization  Service  now 
performs  many  of  the  administrative  functions  previously  performed  by  the  district 
clerks'  offices.  This  will  avoid  staff  costs  of  about  $1  million  annually  in  fiscal  year 
1996  and  beyond. 

Automation  and  Technology 

Continued  implementation  of  the  new  Bankruptcy  Noticing  Center  is  saving  over 
$10  million  in  postage,  supply,  equipment,  staff,  and  other  noticing  costs  over  four 
years  through  fiscal  year  1998. 

New  approaches  to  the  operations  and  maintenance  of  the  automation  program 
have  been  implemented  to  reduce  current  spending  and  avoid  future  costs,  resulting 
in  savings  of  over  $10  million  per  year.  Examples  of  specific  initiatives  include: 

— Reduced  ADP  equipment  maintenance  costs  by  $5.6  million  annually  by  replac- 
ing outdated  UNISYS  5000  equipment  with  486  processors  and  by  switching  to 
local  rather  than  national  maintenance  of  certain  equipment; 

— Reduced  the  base  funding  level  for  telephone  maintenance  and  follow-on  serv- 
ices by  $1  million  annually  based  on  a  needs  analysis; 

— Reduced  personnel  and  associated  support  costs  by  $1  million  annually  by  elimi- 
nating nine  automation  program  positions; 

— Reduced  supply  costs  by  $900,000  annually  by  switching  to  smaller,  higher  ca- 
pacity back-up  tapes  that  are  cheaper  to  store,  and  by  reexamining  supply  re- 
quirements based  on  an  analysis  of  prior  year  needs; 

A  cost-benefit  analysis  of  the  Data  Communications  Network  determined  that  full 
network  installation  and  implementation  of  services  and  systems  either  available  or 
under  development  will  result  in  a  return  on  investment  of  $1.45  for  every  dollar 
spent.  Further,  future  costs  associated  with  installation  of  the  network  have  been 
reduced  by  over  $3  million  from  initial  estimates  by  initiating  contract  modifications 
to  allow  local  contractors  and  Judiciary  personnel  to  install  work  stations  on  the 
network. 

Institution  of  quality  assurance  procedures  for  applications  software  releases  for 
the  Integrated  Case  Management  System  (ICMS)  have  led  to  a  reduction  in  the 
number  of  days  required  for  external  testing.  This  should  result  in  a  cost  avoidance 
of  at  least  $10,000  during  each  nine-month  ICMS  release  cycle.  These  quality  assur- 
ance procedures  have  also  resulted  in  a  reduction  in  the  number  of  problem  reports 
during  and  after  software  releases. 

Several  enhancements  to  case  management  software  for  the  district  courts  have 
led  to  savings  in  on-line  storage  and  in  the  amount  of  time  needed  to  produce  re- 
ports. The  first  is  new  software  which  significantly  reduced  the  amount  of  on-line 
data  storage  space  required  for  Chambers  Access  to  Selected  Electronic  Records 
(CHASER)  and  for  Public  Access  to  Court  Electronic  Records  (PACER).  The  second 
is  consolidation  of  extraction  software  which  reduced  the  computer  time  needed  to 
produce  the  Pending  Motions  Report  for  the  ICMS  civil/criminal  and  CHASER  ap- 
plications. The  third  enhancement  provides  district  courts  using  the  ICMS  systems 
with  an  automated  means  of  producing  the  required  semi-annual  Civil  Justice  Re- 
form Act  report  of  3-year  pending  cases  and  6-month  pending  motions  and  bench 
trials.  Quantified  cost  savings  have  not  been  determined,  but  these  changes  will 
produce  efficiencies  in  court  operations. 

Defender  Services 

Criminal  Justice  Act  (CJA)  Cost  Containment  Committees  were  established  in 
over  40  districts.  The  committees'  purpose  is  to  develop  and  implement,  in  their  re- 
spective districts,  cost  savings  initiatives  for  the  delivery  of  defense  services.  A 
mechanism  has  also  been  created  to  foster  the  sharing  of  ideas  among  districts. 

The  Judiciary  initiated  legislation,  which  Congress  enacted,  allowing  private 
panel  attorneys  and  experts  to  travel  at  government  rates.  This  saved  over  $180,000 
in  fiscal  years  1994  and  1995.  Similar  savings  are  expected  in  fiscal  year  1996  and 
beyond. 

In  the  last  few  fiscal  years,  the  Judiciary  has  imposed  new  financial  and  statis- 
tical reporting  requirements  upon  federal  defender  organizations  to  capture  more  ac- 
curate data  on  costs.  More  effective  resource  management  is  expected  through  use 
of  better  data  for  decision  making. 
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The  Judiciary  has  imposed  temporary  spending  restrictions  for  fiscal  years  1994 
through  1996  on  federal  defender  organizations  to  control  costs,  including  limiting 
funding  for  salary  increases,  travel  expenditures,  staff  training,  furniture  and  equip- 
ment acquisitions,  and  space  alterations. 

Security,  Space,  and  Facilities 

A  staffing  methodology  has  been  adopted  for  formulating  and  allocating  court  se- 
curity officer  requirements.  Used  for  the  first  time  in  fiscal  year  1996  budget  formu- 
lation, these  standards  reduced  fiscal  year  1996  court  funding  requests  for  court  se- 
curity officers  by  $12.5  million. 

The  Judiciary's  fiscal  year  1997  budget  request  excludes  rent  funding  increases 
for  $8  million  in  new  space  that  courts  plan  to  acquire  in  fiscal  year  1997.  As  a  cost 
cutting  measure,  it  was  decided  that  the  rent  costs  will  be  offset  through  reductions 
elsewhere  or  the  space  will  not  be  acquired. 

A  review  by  courts  of  the  need  to  maintain  facilities  without  a  resident,  full-time 
judicial  officer  resulted  in  a  decision  to  close  six  facilities,  saving  about  $570,000  an- 
nually in  rent  and  other  costs. 

Furniture  cost  ceilings  were  established  for  appeals,  district,  magistrate,  and 
bankruptcy  courtrooms.  These  new  cost  ceilings  will  result  in  a  savings  to  the  Judi- 
ciary of  $200,000  annually. 

Magistrate  Judges  System 

The  Committee  on  the  Administration  of  the  Magistrate  Judges  System: 
— Reduced  fiscal  year  1995  funding  requirements  for  the  magistrate  judges  pro- 
gram by  about  $1  million  by  designating  only  five  magistrate  judge  positions 
for  accelerated  funding  instead  of  the  nine  included  in  the  budget  base.  For  fis- 
cal year  1996,  the  committee  designated  only  two  of  three  eligible  new  mag- 
istrate judge  positions  for  accelerated  funding,  thereby  reducing  funding  re- 
quirements by  $337,000. 
— Recommended  the  discontinuation  of  a  full-time  magistrate  judge  position  in  the 

Eastern  District  of  Michigan,  avoiding  costs  of  over  $500,000  a  year. 
— Studied  the  feasibility  of  using  recalled  magistrate  judges  as  an  alternative  to 
establishing  new  full-time  magistrate  judge  positions.  The  committee  concluded 
that  recalled  magistrate  judges  will  not  provide  long-term  solutions  for  courts 
with  sustained  heavy  caseloads,  but  strongly  encourages  the  use  of  recalled 
magistrate  judges  as  an  alternative,  when  appropriate,  which  saves  salary  and 
other  costs  associated  with  new  full-time  positions. 
— Directed  that  courts  be  provided  information  on  the  initial  and  recurring  costs 
of  an  additional  magistrate  judge  position  to  facilitate  consideration  of  the  fi- 
nancial impact  in  court  decisions  to  submit  requests  for  new  positions. 
The  Magistrate  Judges  Statistical  Systems  (MAGS),  a  Judiciary-developed  soft- 
ware system  introduced  in  mid- 1993  to  simplify  the  task  of  collecting  and  reporting 
monthly  magistrate  judge  workload  statistics,  generates  savings  in  staff  time  for 
both  the  courts  and  the  AO  during  each  monthly  reporting  cycle  by  permitting  elec- 
tronic collection,  transmission,  and  storage  of  workload  data.  The  MAGS  database 
can  produce  historical  information  or  data  on  desired  categories  of  magistrate  work- 
load for  the  user.  Savings  are  realized  through  reduced  staff  time  required  to  pre- 
pare manual  reports  in  the  courts,  reduced  data  entry  by  AO  staff,  and  reduced 
court  reliance  on  the  AO  for  historical  or  comparative  statistical  reports. 

Bankruptcy  System 

The  Judicial  Conference  Committee  on  the  Administration  of  the  Bankruptcy  Sys- 
tem reexamined  the  need  for  19  new  bankruptcy  judgeships  previously  approved  by 
the  Judicial  Conference  but  not  yet  acted  on  by  Congress.  The  Committee  deter- 
mined that  11  of  the  19  are  needed.  The  additional  8  judgeships,  if  authorized  and 
filled,  would  have  increased  funding  needs  by  about  $6  million  a  year. 

Due  to  more  stringent  standards  developed  for  assessing  the  continued  need  for 
bankruptcy  judges,  the  Judicial  Conference  has  advised  the  appropriate  circuit  judi- 
cial councils  that  if  a  vacancy  were  to  occur  by  reason  of  resignation,  retirement, 
removal,  or  death  in  five  specific  districts,  the  judicial  council  should  consider  defer- 
ring the  filling  of  the  position,  particularly  if  such  action  would  result  in  a  weighted 
caseload  per  judge  of  less  than  1,000  hours  per  year. 

Probation  and  Pretrial  Services 

The  definition  of  drug  treatment,  for  the  purpose  of  allocating  probation  officer 
supervision  resources  and  funding  for  treatment  alternatives,  was  reviewed  and  re- 
vised. This  resulted  in  a  reduction  in  the  number  of  offenders  for  whom  treatment 
is  required,  which  in  turn  resulted  in  an  annual  reduction  of  75  positions  allocated 
to  the  supervision  function,  a  cost  avoidance  of  about  $4  million  a  year. 
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Several  efforts  have  been  implemented  to  reduce  the  costs  of  operating  the  home 
confinement  program.  For  example,  through  competitive  bidding  for  a  national  con- 
tract, the  cost  of  electronic  monitoring  services  was  reduced  by  $2.5  million  between 
fiscal  years  1993  and  1995.  Further,  the  Judiciary  increased  from  16  to  48  percent 
the  amount  offenders  contribute  to  the  Judiciary  for  electronic  monitoring  services, 
resulting  in  increased  reimbursements  to  the  government  of  over  $1  million  in  fiscal 
year  1995. 

Much  more  significantly,  the  home  surveillance  program  saves  the  Department  of 
Justice  substantial  resources.  About  4,000  individuals  are  monitored  in  their  homes 
by  the  Judiciary's  probation  and  pretrial  services  on  a  daily  basis.  Housing  these 
individuals  in  federal  facilities  would  cost  between  $57  to  $88  million  on  an  annual 
basis,  depending  on  the  type  of  incarceration  or  detention,  compared  to  a  cost  of  only 
$26  million  for  home  surveillance,  an  annual  savings  of  $31  to  $62  million  for  the 
Bureau  of  Prisons. 

About  $300,000  is  being  saved  annually  from  a  fiscal  year  1995  policy  change  to 
conduct  drug  tests  on  a  random  vs.  standard  schedule. 

About  $250,000  was  saved  between  fiscal  years  1993  through  1995  by  obtaining 
about  1,000  surplus  firearms  from  Federal  law  enforcement  agencies  rather  than 
buying  them  new. 

A  computer-based  training  program  for  probation  officers  will  be  completed  in 
1996.  This  training  program  will  eliminate  the  cost  of  renting  training  facilities,  per 
diem  expenses,  and  travel  costs.  It  is  estimated  that  this  program  will  save  over 
$70,000  between  fiscal  years  1996  and  1997. 

The  Judicial  Conference  approved  new  standards  for  the  preparation  of  petty  of- 
fense presentence  reports  and  post  sentence  reports.  This  will  allow  the  reports  to 
be  prepared  more  efficiently,  making  more  time  available  for  probation  officers  to 
devote  to  supervision  activities. 

A  comprehensive  plan  was  implemented  for  improving  the  quality  of  the  super- 
vision program  through  education,  technical  assistance,  and  other  activities.  Specific 
initiatives  included  production  of  a  videotape  for  prisoners  to  help  them  prepare  for 
community  release;  publication  of  an  effective  supervision  practices  guide  describing 
over  100  local  programs  that  have  been  successful  in  improving  supervision;  and 
distribution  of  self-assessment  instruments  to  help  districts  evaluate  the  quality  of 
their  supervision  programs.  This  effort  helps  ensure  that  supervision  resources  are 
put  to  the  best  possible  use. 

Court  Administration  and  Case  Management 

The  Judiciary's  new  five-year  contract  for  computer-assisted  legal  research  serv- 
ices will  result  in  a  cost  avoidance  in  the  provision  of  these  services  by  about  $5 
million  a  year. 

A  study  to  examine  how  judges,  chambers  staff,  and  other  legal  researchers  in  the 
court  use  lawbooks  and  automated  legal  research  tools  has  been  completed.  Based 
on  recommendations,  central  funding  for  certain  lawbooks  has  been  eliminated,  con- 
tributing to  a  $2  million  annual  savings  in  the  lawbook  program  in  fiscal  year  1996 
and  beyond.  A  review  of  additional  study  recommendations  regarding  library  man- 
agement and  acquisition  of  lawbooks,  use  of  technology  and  legal  research,  and  im- 
provement of  library  utilization  is  in  progress. 

Consolidation  of  the  Denver  and  San  Antonio  Central  Violations  Bureau,  which 
supports  courts  nationwide,  resulted  in  a  reduction  of  about  seven  positions,  saving 
about  $400,000  annually. 

Management  reviews  are  being  conducted  to  assist  courts  in  managing  their  lan- 
guage interpreting  programs.  Reviews  of  the  two  largest  courts  have  led  to  annual 
savings  of  $250,000.  Future  reviews  will  target  sixteen  other  courts  with  the  highest 
use  of  staff  and  contract  interpreters,  which  should  lead  to  additional  savings. 

A  pilot  study  was  conducted  to  examine  the  feasibility  and  potential  economies 
of  videoconferencing  prisoner  civil  rights  proceedings  and  certain  types  of  bank- 
ruptcy proceedings.  The  study  concluded  that  use  of  videoconferencing  can  result  in 
reductions  in  unproductive  travel  time  and  improvements  in  case  scheduling,  there- 
by allowing  more  efficient  use  of  judicial  and  staff  resources.  Further,  videocon- 
ferencing can  reduce  security  risks  and  the  time  involved  with  prisoner  transport 
and  may  result  in  cases  being  resolved  more  quickly.  Savings  will  vary  from  court 
to  court;  two  pilot  courts  saved  about  $1,220  and  $2,796  per  month  (excluding  equip- 
ment investment  costs),  respectively,  through  reductions  in  nonproductive  judge, 
staff,  and  travel  time.  Upon  Judicial  Conference  approval,  and  within  funding  limi- 
tations, videoconferencing  equipment  will  be  provided  to  those  district  courts  that 
would  benefit  according  to  specific  criteria  developed  by  the  Judicial  Conference 
Committee  on  Court  Administration  and  Case  Management. 
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Administrative  Office 

A  policy  has  been  implemented  to  control  AO  personnel  spending.  Specifically,  po- 
sitions that  become  vacant  through  attrition  or  early  outs  cannot  be  filled  unless 
the  Director  approves  a  waiver.  This  policy  saved  $2  million  in  fiscal  year  1995, 
with  additional  savings  expected  in  current  and  future  years. 

In  fiscal  year  1996,  the  Judiciary  switched  from  a  franked  mailing  system  to  a 
postage  metering  system,  which  will  result  in  annual  savings  of  at  least  $1  million. 

A  procedure  was  implemented  to  increase  the  timeliness  of  investing  newly  appro- 
priated funds  from  the  Judiciary  Annuity  Plan  in  U.S.  Treasury  Securities.  The  new 
process  allows  the  Judiciary  to  invest  funds  immediately  upon  passage  of  the  appro- 
priation rather  than  waiting  for  Department  of  Treasury  bookkeeping  procedures  to 
be  completed.  This  change  results  in  substantial  increases  in  interest  earnings.  At 
least  $125,000  in  additional  interest  was  earned  in  fiscal  year  1995.  Similar  levels 
will  be  generated  in  fiscal  year  1996  and  beyond. 

AO  travel  practices  were  examined  to  look  for  ways  to  reduce  costs.  The  Budget 
Review  Committee  adopted  cost  saving  policies  in  early  1995  relating  to  staff  at- 
tendance at  Judicial  Conference  committee  and  subcommittee  meetings,  the  sched- 
uling of  weekend  travel,  and  the  use  of  non-refundable  tickets.  Further,  the  AO  has 
implemented  policies  to  help  contain  spending  on  new  furniture  and  personal  com- 
puters, estimated  to  have  saved  about  $100,000  in  fiscal  year  1995. 

A  training  program,  based  on  the  Judicial  Conference's  Model  Equal  Employment 
Opportunity  Plan  and  designed  to  help  resolve  discrimination  complaints,  was  pro- 
vided to  court  unit  executives,  managers  and  EEO  coordinators.  This  training  is  ex- 
pected to  increase  efficiency  in  the  processing  and  investigation  of,  and  counseling 
involved  with,  discrimination  complaints.  Further,  the  training  should  reduce  the 
number  of  filings  by  facilitating  resolution  of  many  complaints  before  they  are  for- 
mally filed.  Based  upon  statistics  from  other  federal  agencies  regarding  discrimina- 
tion complaint  processing  costs,  savings  for  fiscal  year  1996  as  a  result  of  the  new 
training  is  estimated  at  $115,000  per  year. 

A  review  process  for  agency  publications  was  established  to  produce  quality  publi- 
cations at  less  cost  through  such  methods  as  reducing  the  number  of  pages,  choosing 
less  expensive  paper,  printing  with  fewer  colors,  and  in  some  instances,  disapprov- 
ing certain  publications.  Given  the  complexity  of  the  Government  Printing  Office 
process,  estimating  precise  savings  is  difficult,  however,  we  conservatively  estimate 
that  about  $80,000  was  saved  in  fiscal  year  1995  with  similar  savings  anticipated 
in  future  years. 

To  improve  communications  with  the  courts  and  simultaneously  reduce  costs,  a 
new  periodical,  the  "Federal  Court  Management  Report,"  began  publication  in  Octo- 
ber 1995.  It  replaced  six  existing  newsletters  saving  $50,000  per  year  in  staff,  print- 
ing, and  postage  costs. 

The  AO  has  developed  an  electronic  means  of  transferring  data  from  the  courts 
to  AO  databases  and  for  making  statistical  data  and  tables  available  to  the  courts. 
This  method  of  transmitting  data  decreases  the  costs  associated  with  computer  and 
paper  supplies,  postage  and  mail  handling,  and  copier  and  fax  usage.  The  resulting 
cost  savings  to  the  judiciary  is  estimated  to  be  thousands  of  dollars  annually.  In  ad- 
dition, this  method  of  data  transmission  increases  the  timeliness  and  accuracy  of 
the  data  received  by  the  AO  and  the  courts,  and  enhances  our  ability  to  close  the 
files  promptly. 

A  new  training  program  was  developed  for  court  unit  executives  covering  policy 
and  procedures  issues  in  procurement,  property  management,  telecommunications 
acquisition,  mail  management,  printing  procurement,  records  management,  and 
space  and  facilities  management.  The  training  highlighted  cost  savings/practices  in 
these  areas.  This  type  of  training  results  in  better-trained  and  more  informed  judici- 
ary managers,  leading  to  more  economical  and  efficient  administrative  practices. 

In  September  1995,  the  Judicial  Conference  adopted  the  Long  Range  Plan  for  the 
Federal  Courts,  which  provides  a  framework  to  help  identify  priorities  for  resource 
allocation.  The  report,  which  will  be  available  February  1996,  also  recommends 
ways  to  improve  the  efficient  and  effective  use  of  human,  fiscal,  and  technological 
resources. 

Last  year,  the  AO  began  assisting  courts  in  implementing  the  Court  Personnel 
System  (CPS).  This  system  replaces  the  Judiciary  Salary  Plan  and  represents  major 
reform  in  personnel  management  for  the  Judiciary.  It  decentralizes  personnel  au- 
thority to  federal  courts  and  gives  them  more  flexibility  to  determine  the  composi- 
tion of  their  workforce.  This  will  improve  the  ability  of  court  managers  to  maximize 
use  of  scarce  personnel  resources. 

The  AO  has  developed  and  implemented  the  Cost  Control  Monitoring  System 
(CCMS),  a  system  for  allotting  salary  dollars  to  the  courts.  CCMS  complements  the 
new  CPS  system  by  giving  the  courts  more  flexibility  to  use  their  limited  funds  to 
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support  this  self-determined  workforce  composition.  The  system  also  simplifies  the 
process  of  distributing  funding  to  the  courts,  saving  staff  resources.  Moreover,  it  im- 
proves the  management  of  future  year  salary  liabilities  by  providing  courts  with 
two-year  funding  ceilings  on  personnel  spending.  The  courts  have  also  been  provided 
with  new  software  that  helps  track  and  forecast  the  budget  implications  of  their  per- 
sonnel decisions. 

Budget  Policy 

Significant  policy  changes  have  been  implemented  to  help  contain  the  size  of  the 
Judiciary's  annual  budget  requests  and  reduce  overall  spending  levels  in  the  Judici- 
ary: 

— A  Subcommittee  on  Economy  was  created  within  the  Judicial  Conference's  Com- 
mittee on  the  Budget.  The  subcommittee's  role  is  to  coordinate  the  Judiciary's 
efforts  to  achieve  fiscal  responsibility,  accountability,  and  efficiency  in  its  overall 
operations.  One  of  the  subcommittee's  primary  activities  is  working  closely  with 
the  Conference's  program  committees  to  ensure  that  spending  requests  rep- 
resent only  the  minimum  levels  required  to  meet  needs. 

— The  manner  in  which  the  annual  budget  request  is  developed  was  revised.  Spe- 
cifically, budget  requests  are  developed  from  current  year  spending  levels,  ad- 
justed to  maintain  current  services,  rather  than  from  funding  levels  for  the  sub- 
sequent year  pending  in  Congress.  As  a  result,  budget  requests  are  built  from 
a  lower  base  and  any  pending  program  increases  are  reexamined  along  with 
new  requested  increases.  Further,  the  Budget  Committee  annually  instructs 
program  committees  to  identify  offsets  in  base  programs  to  accommodate  re- 
quests for  program  increases. 

II.  EXAMPLES  OF  ONGOING  INITIATIVES 
Judicial  Resources 

The  Judicial  Resources  Committee  continues  its  efforts  to  promote  the  develop- 
ment of  more  efficient  work  practices  to  help  courts  cope  with  reduced  staffing  lev- 
els. These  practices  are  being  developed  under  the  Judiciary  Methods  Analysis  Pro- 
gram, a  process  for  identifying  better  practices  and  helping  courts  adopt  them.  Bet- 
ter practices  have  been  identified  for  the  presentence  investigation  and  report  func- 
tion in  probation  offices,  as  w^Ii  as  for  several  functions  in  the  bankruptcy  clerks' 
offices.  Efforts  have  recently  begun  to  identify  better  practices  in  the  appellate  and 
district  clerks'  offices,  and  for  the  pretrial  services  investigation  function  and  the 
bankruptcy  case  processing  function. 

Automation  and  Technology 

A  number  of  new  automation  systems  are  under  development  which  have  the  po- 
tential to  reduce  costs  through  productivity  improvements.  Examples  of  projects  un- 
derway include: 

— A  new,  comprehensive  document  management  system  for  the  federal  rule-mak- 
ing process; 

— A  program  to  improve  the  current  data  collection  and  reporting  process  for  mag- 
istrate judge  workload  statistics; 

— A  new  financial  and  accounting  system  for  the  courts  that  will  reduce  manual 
processes,  eliminate  redundancies,  and  increase  data  reliability;  and 

— Several  system  improvements  for  probation  and  pretrial  services  offices  to 
streamline  data  entry,  reduce  the  processing  time  of  drug  testing  forms,  and 
make  case  information  more  accessible  to  probation  offices  through  mobile  com- 
puting capabilities. 

An  electronic  bankruptcy  noticing  system  is  being  designed  to  transmit  electroni- 
cally bankruptcy  notices  to  large  creditors  (on  a  voluntary  basis)  rather  than 
through  the  more  expensive  printing  and  mailing  system  currently  used.  If  25  per- 
cent of  all  notices  are  sent  electronically,  the  Judiciary  will  save  approximately  $4 
million  annually.  Testing  of  the  prototype  system  is  to  begin  in  fiscal  year  1996. 

A  prototype  electronic  filing  system  was  developed  to  handle  the  maritime  asbes- 
tos cases  in  the  Northern  District  of  Ohio.  The  system  eliminates  the  court's  mas- 
sive paper  handling  burden  and  most  of  the  court's  data  entry  and  docketing  work 
for  those  cases.  At  the  court's  expected  continued  rate  of  five  thousand  asbestos  case 
filings  annually,  the  system  is  expected  to  save  approximately  $250,000  per  year. 
In  addition,  this  prototype  system  should  pave  the  way  for  broader  electronic  filing 
applications  which  could  yield  very  substantial  nationwide  savings. 

The  Judiciary  is  conducting  several  pilot  experiments  in  process  innovation.  The 
primary  purpose  is  to  examine  how  courts  can  reengineer  business  processes  to 
make  better  use  of  automation  and  technology  and  identify  efficiencies.  These  ex- 
periments will  produce  case  studies  that  attempt  to  refine  a  systematic  methodology 
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for  reengineering  business  processes  in  the  Judiciary.  The  resulting  methodology 
should  help  individual  courts  or  court  groups  in  their  future  efforts  to  identify  effi- 
ciencies and  make  better  use  of  automation. 

The  Judiciary  is  pursuing  a  new  automation  education  and  training  strategy, 
which  includes  a  mix  of  delivery  methods  such  as  computer-based  training,  inter- 
active multimedia  training,  and  video  cassette  recordings.  This  approach  could  yield 
savings  over  the  traditional,  instructor-led  training. 

Bankruptcy  System 

The  Committee  on  the  Administration  of  the  Bankruptcy  System  is  conducting  a 
review  of  the  management  of  bankruptcy  judicial  resources.  The  objective  is  to  en- 
courage and  ensure  the  fullest  possible  utilization  of  judicial  resources  through 
intercircuit  and  intracircuit  assignments,  the  recall  of  retired  bankruptcy  judges  to 
active  service,  and  other  procedures,  thus  equalizing  the  workload  between  judges 
with  heavy  caseloads  and  those  with  lighter  caseloads.  These  efforts  have  the  poten- 
tial to  reduce  the  need  for  additional  bankruptcy  judgeships. 

Probation  and  Pretrial  Services 

The  Judicial  Conference  Committee  on  Criminal  Law  continues  to  work  closely 
with  the  United  States  Sentencing  Commission  toward  improvement  of  the  sentenc- 
ing guidelines.  If  the  guidelines  can  be  revised  to  clarify  individual  guidelines  that 
are  ambiguous  or  troublesome  in  application,  judicial  resources  can  be  conserved  in 
the  form  of  court  time,  preparation  by  the  judicial  officer  for  sentencing  and/or  ap- 
pellate review,  and  time  spent  by  the  probation  officer  in  producing  presentence  re- 
ports and  being  present  in  court. 

An  effort  is  underway  to  improve  administration  of  the  drug  treatment  program 
based  on  recommendations  from  a  December  1994  study.  Activities  include  develop- 
ment of  a  standard  intake  assessment  instrument;  establishment  of  a  national  drug 
training  program  for  probation  officers;  and  development  of  tools  to  measure,  track, 
and  evaluate  the  results  of  drug  treatment  programs.  These  initiatives,  which 
should  be  completed  in  fiscal  year  1996,  will  help  ensure  that  scarce  drug  treatment 
resources  are  put  to  the  best  possible  use. 

Defender  Services 

Two  forms  are  being  developed  to  assist  courts  with  the  review  and  approval  of 
panel  attorney  compensation  vouchers.  Designed  to  solicit  important  information 
about  cases  and  the  nature  of  representation,  the  forms  are  expected  to  improve  the 
review  and  analysis  of  compensation  claims  submitted  to  the  courts  for  payment. 

Through  routine  program  audits  and  reviews,  an  initiative  is  underway  to  identify 
better  work  practices  in  defender  organizations  and  panel  attorney  operations  and 
to  encourage  nationwide  adoption  of  these  practices. 

A  new  management  information  system  is  being  developed  to  increase  the  type, 
quality,  and  consistency  of  data  being  collected  on  both  defender  organizations  and 
panel  attorneys.  This  new  system  should  improve  the  Judiciary's  ability  to  manage, 
project,  explain,  and  audit  costs  for  providing  representation  under  the  Criminal 
Justice  Act.  Further,  this  effort  would  support  initiatives  to  develop  a  work  meas- 
urement formula  for  Federal  and  Community  Defender  Organizations  to  improve 
the  way  positions  are  allocated  in  these  organizations. 

Efforts  are  ongoing  to  encourage  courts  to  establish  optimally-sized  panels  of 
court-appointed  attorneys.  Smaller  panels  are  expected  to  improve  both  attorney  ef- 
ficiency and  the  quality  of  representation. 

Space  and  Facilities 

The  Judiciary  is  developing  a  plan  to  control  growth  in  space  rental  costs  and  to 
implement  enhanced  space  management  practices  throughout  the  federal  courts. 
Three  previous  space-related  initiatives  will  be  incorporated  into  this  effort.  These 
include  a  study  of  the  feasibility  of  courtroom  sharing,  the  potential  establishment 
of  criteria  for  closing  visiting  facilities,  and  development  of  a  program  to  encourage 
courts  to  identify  and  release  excess  space  to  GSA.  The  plan  will  be  sent  to  the  Judi- 
cial Conference  for  approval  in  March  1996. 

Magistrate  Judges  System 

The  Committee  on  the  Administration  of  the  Magistrate  Judges  System  has  en- 
dorsed, and  submitted  to  the  Judicial  Conference  for  approval,  a  set  of  guiding  prin- 
ciples for  magistrate  judge  utilization.  The  purpose  is  to  assist  courts  in  their  ongo- 
ing efforts  to  make  the  most  efficient  and  effective  use  of  existing  magistrate  judge 
positions.  Examples  of  the  principles  include  ensuring  that  magistrate  judges  per- 
form judicial  duties  rather  than  duties  law  clerks  could  perform,  assigning  mag- 
istrate judges  work  that  requires  little  or  no  district  judge  review  to  avoid  duplica- 
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tion,  and  having  each  court  prepare  a  district-wide  magistrate  judge  utilization 
plan. 

Court  Administration  and  Case  Management 

Numerous  reviews  of  court  management,  court  reporting  programs,  and  jury  pro- 
grams are  conducted  on  an  ongoing  basis.  The  focus  is  to  determine  whether  statu- 
tory requirements  and  Judicial  Conference  policies  are  being  followed  and  whether 
effective  and  efficient  supervision  and  management  practices  are  in  place.  While  it 
is  difficult  to  quantify  the  effect  of  these  reviews,  it  is  estimated  that  courts  may 
save  up  to  $500,000  per  year  by  implementing  the  resulting  recommendations. 

Equipment  for  providing  telephone  interpreting  services  for  short  proceedings  is 
being  installed  in  court  locations  where  certified  interpreters  are  available  to  pro- 
vide interpreting  services  to  courts  without  locally  available  certified  interpreters. 
Cost  savings  are  estimated  to  be  between  $30,000  and  $100,000  a  year.  The  feasibil- 
ity and  potential  economies  of  expanding  telephone  interpreting  services  to  include 
longer  and  more  complex  hearings  will  be  studied  thereafter  and  should  be  com- 
pleted in  fiscal  year  1997. 

A  study  is  underway  to  identify  less  costly  methods  than  are  currently  being  used 
for  certifying  qualified  foreign  language  interpreters. 

The  Court  Administration  and  Case  Management  Committee  has  approved  the 
development  of  a  statistical  package  that  compares  individual  courts  to  national 
and/or  circuit  averages  on  a  variety  of  workload  measures.  The  Committee  believes 
that  graphic  presentation  of  comparative  statistical  data  has  the  potential  to  encour- 
age courts  to  manage  better  their  caseload,  and  thereby  result  in  more  effective  re- 
source use. 

A  study  of  administrative  support  structures  in  federal  trial  courts  is  nearing 
completion.  The  study  is  being  conducted  by  the  National  Academy  of  Public  Admin- 
istration at  the  request  and  under  the  direction  of  the  Court  Administration  and 
Case  Management  Committee.  The  purpose  is  to  identify  models  of  cooperation  be- 
tween court  units  in  providing  administrative  services  that  others  may  follow  to  im- 
prove the  efficiency  and  effectiveness  of  the  delivery  of  administrative  services  in 
their  districts.  A  final  report  will  be  provided  to  the  Committee  in  March  1996. 

A  new  appellate  voice  case  information  system  is  being  developed  which  will  im- 
prove the  dissemination  of  case  information  to  the  public.  This  automated  system 
is  expected  to  increase  productivity  in  the  appellate  clerk's  office  by  eliminating  tele- 
phone queries  that  can  disrupt  daily  court  operations. 

The  Judiciary  has  expanded  the  settlement  conference  attorney  program  in  the 
courts  of  appeals.  The  program's  objective  is  the  disposition  of  cases  without  judicial 
officer  intervention.  This  has  the  potential  to  reduce  the  number  of  cases  on  a 
court's  docket,  which  would  thereby  decrease  the  need  for,  and  eliminate  the  costs 
associated  with,  new  circuit  judges. 

Administrative  Office 

A  quarterly  financial  review  process  was  implemented  in  the  AO  in  January  1994 
to  improve  oversight  of  program  spending  and  to  identify  funds  that  could  be  saved 
and  redirected  to  meet  higher  priority  needs.  Assistant  Directors  meet  quarterly 
with  the  Associate  Director  for  Management  and  Operations  to  compare  actual 
spending  against  allocations  and  to  discuss  needed  changes  in  the  allocations  and 
opportunities  for  savings.  These  reviews  help  ensure  that  funding  is  available  to 
meet  the  Judiciary's  highest  priority  needs. 

An  effort  is  underway  to  simplify  the  process  of  allotting  funding  to  the  courts. 
For  fiscal  year  1996,  the  number  of  categories  in  which  funds  are  allotted  has  been 
dramatically  reduced,  from  57  to  just  3.  This  new,  innovative  process  will  increase 
court  unit  flexibility  in  managing  local  spending  plans  and  significantly  reduce  the 
number  of  required  reprogramming  transactions.  This  will  result  in  considerable  im- 
provement in  the  day-to-day  financial  operations  in  the  courts  and  the  AO. 

A  management  controls  program  was  implemented  during  fiscal  year  1994  to  im- 
prove internal  AO  management  and  enhance  program  success  while  ensuring  that 
waste,  fraud,  and  abuse  in  the  administration  of  Judiciary  programs  are  avoided. 
Further,  a  planning  and  management  by  objectives  program  is  in  place  which  drives 
overall  agency  goal  setting  and  planning  and  monitors  the  agency's  progress  in  ac- 
complishing its  objectives. 

The  AO  is  studying  current  methods  for  auditing/evaluating  court  programs  and 
for  providing  technical  assistance  to  the  courts.  These  efforts,  which  involve  explor- 
ing improved  ways  of  collecting  and  sharing  monitoring  data  and  more  efficient  pro- 
cedures for  conducting  court  assistance  visits,  could  lead  to  some  cost  savings. 
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The  AO  has  developed  a  database  of  several  hundred  cost  saving  ideas  that  have 
been  offered  by  members  of  the  Judiciary  family  in  recent  years.  AO  managers  have 
reviewed  the  information  in  the  database  to  identify  and  pursue  promising  ideas. 

Standards  for  conducting  audits  and  reviews  have  been  issued  for  AO  staff.  These 
standards  parallel  GAO's  standards,  but  are  significantly  more  streamlined  and  are 
adapted  for  the  judiciary  environment.  Moreover,  there  is  more  emphasis  in  the  AO 
standards  on  affirmatively  identifying  innovations  and  processes  in  visited  courts 
that  can  be  exported  for  the  benefit  of  other  courts. 

Data  collection  on  travel  costs  for  on-site  court  assistance  has  been  improved  as 
a  by-product  of  the  use  of  an  automated  travel  authorizing  and  vouchering  software 
for  AO  staff. 

The  use  of  this  system  will  now  enable  managers  and  decision-makers  to  make 
more  informed  decisions  regarding  travel  and  budget  priorities. 


Prepared  Statement  of  Leonidas  Ralph  Mecham 
introduction 

Mr.  Chairman  and  Members  of  the  Subcommittee,  it  is  indeed  a  pleasure  to  ap- 
pear before  you  again  today  to  present  the  1997  budget  request  for  the  Administra- 
tive Office  of  the  U.S.  Courts  (AO).  This  is  the  eleventh  time  I  have  testified  before 
this  subcommittee  as  Director  and  the  thirteenth  overall.  I  would  like  to  thank  you, 
Chairman  Gregg,  as  well  as  Mr.  Hollings  and  the  other  Members  for  your  long 
standing  and  continuing  support  of  the  Judiciary.  This  past  year  has  been  a  very 
difficult  one  in  the  budget  world  and  I  want  to  express  my  heartfelt  appreciation 
on  behalf  of  the  entire  Judiciary,  for  the  very  fair  and  open  consideration  this  sub- 
committee has  given  us.  My  thanks  also  to  the  Committee  staff  which,  as  usual,  did 
such  a  fine  job  not  only  on  behalf  of  the  Committee,  but  also  for  all  the  agencies 
under  your  jurisdiction,  especially  the  Judiciary.  Their  professionalism  and  willing- 
ness to  work  with  us  makes  our  job  a  lot  easier. 

During  these  tight  fiscal  times,  the  increase  the  Congress  provided  for  the  Judici- 
ary as  a  whole  for  1996  was  appreciated.  While  not  fully  funded,  these  appropria- 
tions will  allow  the  courts  to  continue  operating  at  last  year's  level  without  any  de- 
crease in  services  and  to  fund  some  critical  enhancements.  For  that,  we  are  im- 
mensely grateful. 

ADMINISTRATIVE  OFFICE  FUNDING 

Turning  now  to  the  budget  of  the  Administrative  Office  for  1997,  we  are  request- 
ing an  appropriation  of  $53,523,000,  an  increase  of  $6  million  over  1996.  While  this 
appears  to  be  a  large  increase,  I  can  assure  you  that  this  level  of  funding  is  abso- 
lutely necessary  if  the  Administrative  Office  is  to  continue  providing  the  courts  the 
level  of  service  they  require.  This  request  allows  for  no  new  initiatives  or  programs. 
The  entire  requested  increase  is  needed  to  both  maintain  our  current  level  of  oper- 
ation and  to  restore  AO  staffing  levels  back  to  the  level  authorized  for  fiscal  year 
1995. 

This  restoration  of  staffing  levels  in  fiscal  year  1997  is  needed  because  in  fiscal 
year  1996  the  Congress  lumped  the  Administrative  Office  in  with  other  purely  "ad- 
ministrative" functions  and  held  us  to  fiscal  year  1995  funding  levels.  It  was  unfor- 
tunate that  we  were  included  in  this  class  of  agencies  because,  as  I  discuss  later 
in  this  testimony,  the  AO  is  a  unique  agency  and  really  should  not  be  construed 
as  a  purely  administrative  or  overhead  function.  In  fact,  the  nature  of  the  AO's  du- 
ties and  responsibilities  in  supporting  law  enforcement  activities  has  resulted  in  in- 
creased requests  for  support  from  the  courts  as  their  workload  and  staffing  continue 
to  grow.  It  is  unfortunate  that  the  AO  was  not  treated  like  our  counterpart  General 
Administration  account  of  the  Department  of  Justice,  which  received  a  5  percent  in- 
crease in  1996. 

For  fiscal  year  1996,  the  AO  is  faced  with  the  daunting  task  of  accommodating 
these  increased  demands  of  the  courts  with  fewer  staff.  Due  to  the  freeze  in  appro- 
priated funds,  the  AO  will  operate  under  a  hiring  freeze  for  all  of  fiscal  year  1996, 
resulting  in  staff  reductions  of  an  estimated  28  FTE  from  the  668  FTE  funded  in 
fiscal  year  1995.  Thus  far  in  fiscal  year  1996,  the  AO  has  been  able  to  accommodate 
the  hiring  freeze  and  resulting  staff  reductions  without  significantly  decreasing  our 
core  administrative  and  law  enforcement  support  of  the  courts  and  support  of  the 
Judicial  Conference  and  its  twenty-five  committees.  However,  we  are  unable  to  pro- 
vide the  support  the  courts  require  in  a  number  of  critically  important  areas. 
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Impact  of  AO  Staffing  Reduction 

Court  operations  throughout  the  Judiciary  are  affected  by  AO  staffing  reductions. 
For  example,  an  annual  seminar  for  court  budget  and  accounting  personnel  was  re- 
cently canceled  due  to  a  lack  of  AO  staff.  The  purpose  of  this  seminar  was  to  im- 
prove the  financial  management  skills  of  court  personnel,  and  canceling  the  training 
lessens  the  ability  of  the  Judiciary  to  make  its  financial  managers  more  cost  con- 
scious. 

Another  example  is  our  inability  to  provide  timely  information  to  decision  makers 
who  are  attempting  to  develop  policies  of  importance  to  the  courts  and  the  nation. 
Over  the  past  five  years,  requests  for  information  from  the  Congress,  GAO  and 
other  interested  parties  has  almost  doubled,  while  the  AO  staff  responsible  for  gath- 
ering, processing  and  interpreting  court  statistics  has  fallen  by  over  15  percent.  The 
lower  staffing  levels  result  in  extensive  delays  in  processing  statistical  and  related 
information.  Currently,  there  is  over  a  seven  month  delay  in  publishing  certain  key 
workload  statistics  which  are  critical  to  the  improved  management  of  court  caseload. 
The  constrained  staffing  also  severely  limits  the  AO's  ability  to  provide  the  timely, 
accurate  data  needed  to  assess  the  impact  of  proposed  legislation  or  for  GAO  studies 
of  the  Judiciary.  We  have  a  real  concern  that  decisions  will  be  made  by  the  Con- 
gress as  a  result  of  GAO  reviews  based  on  outdated  information.  Unfortunately,  we 
do  not  have  the  staff  necessary  to  correct  this  problem. 

The  low  staffing  levels  and  hiring  freeze  in  the  AO  are  also  affecting  our  ability 
to  support  adequately  judiciary  law  enforcement  activities  such  as  probation  and 
pretrial  services.  For  example,  the  districts  could  make  far  greater  use  of  home  con- 
finement and  electronic  monitoring  if  there  were  additional  AO  staff  support  avail- 
able to  provide  training  and  on-site  technical  support.  Considerable  savings  of  be- 
tween $31  and  $62  million  per  year  result  from  the  use  of  this  alternative  to  incar- 
ceration. 

The  hiring  freeze  is  also  preventing  AO  staff  from  providing  requested  assistance 
to  the  courts  by  updating  several  important  judges  manuals.  Currently,  these  manu- 
als do  not  reflect  the  most  current  legislation,  case  law  and  operational  matters. 

Curtailing  Economy  Efforts 

In  the  long  term,  the  reduced  staffing  levels  under  which  we  will  be  operating  by 
the  end  of  fiscal  year  1996,  will  not  allow  the  AO  to  continue  both  our  core  adminis- 
trative/law enforcement  support  of  the  courts  and  our  ongoing  economy  and  effi- 
ciency efforts.  Unless  the  AO's  staffing  levels  are  restored  to  fiscal  year  1995  levels 
in  fiscal  year  1997,  we  will  be  forced  to  delay,  and  in  some  cases  halt,  our  rigorous 
pursuit  of  these  economy  and  efficiency  efforts.  It  is  ironic  that  in  fiscal  year  1994 
and  fiscal  year  1995  the  Congress  provided  a  total  of  $1.3  million  to  the  AO  specifi- 
cally to  allow  us  to  take  the  lead  on  Judiciary-wide  economy  efforts  and  the  manage- 
ment of  the  Judiciary's  space  and  facilities  program — the  very  initiatives  which  will 
suffer  under  the  current  staffing  reductions.  At  the  reduced  staffing  level,  in  addi- 
tion to  reduced  economy  and  efficiency  efforts,  the  AO  will  be  unable  to  devote  ade- 
quate resources  to  a  number  of  other  critical  initiatives,  such  as: 
— Development  of  more  efficient  work  practices  to  help  courts  cope  with  reduced 

staffing  levels  through  the  Judiciary  Methods  Analysis  Program; 
— Updates  of  the  formulas  used  to  determine  staffing  levels  required  by  the 

courts; 
— Improved  program  management  of  the  judiciary  space  inventory  and  construc- 
tion/repair activities,  which  comprise  22.1  percent  of  the  appropriations  for  the 
courts; 
— Implementation  of  a  judiciary-wide  Payroll  and  Personnel  System; 
— Implementation  of  a  judiciary-wide  accounting  system;  and 

— Completion  of  the  backbone  of  the  judiciary's  automation  efforts — the  Data 
Communications  Network  (DCN). 

THE  AO — A  UNIQUE  AGENCY 

The  Administrative  Office  is  unlike  any  other  agency  in  the  Federal  Government. 
It  is  not  a  Washington  headquarters  administrative  overhead  operation.  It  is  a  man- 
agement and  policy  staff  organization  tasked  with  responsibilities  integral  to  effec- 
tive operation  of  the  entire  Third  Branch. 

Judges  function  as  interpreters  of  the  law  and  resolvers  of  disputes,  and  the  staff 
in  the  courts  are  dedicated  to  that  effort.  Other  activities,  however,  must  be  per- 
formed so  that  the  courts  can  do  their  work  and  the  Judiciary  can  function  effec- 
tively and  efficiently — that  is  the  mission  of  the  Administrative  Office.  The  AO 
spearheads  all  of  these  other  activities  to  ensure  that  the  Judicial  system  runs 
smoothly.  And,  it  is  a  job  that  becomes  more  challenging  each  year.  As  the  Judiciary 
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has  grown  and  become  more  complex,  the  role  and  workload  of  the  AO  has  as  well. 
Yet,  the  AO's  appropriation  is  1.6  percent  of  total  judiciary  appropriations.  This  con- 
trasts with  similar  Justice  Department  Management  and  Administration  (M&A)  ac- 
counts, which  are  two  to  four  times  that  level.  For  example,  the  U.S.  Attorney  M&A 
is  4.1  percent  of  its  total  appropriation,  FBI  M&A  is  4.7  percent,  INS  M&A  is  7.6 
percent,  and  DEA  M&A  is  9  percent. 

The  AO  has  evolved  from  a  small  administrative  support  organization  to  a  com- 
plex entity  that  provides  legal,  policy,  program,  planning,  management,  information 
systems,  and  analytical  support.  Much  of  this  work  is  in  support  of  the  Judicial  Con- 
ference of  the  United  States  and  its  twenty-five  committees.  In  fact,  the  Judicial 
Conference  continues  to  recognize  the  valuable  assistance  the  AO  provides  by  au- 
thorizing the  use  of  a  limited  amount  of  overall  Judiciary  fee  collections  to  augment 
our  annual  appropriated  funds.  These  additional  funds  are  used  by  the  AO  to  en- 
hance our  support  of  the  Conference  and  the  courts. 

Examples  of  AO  Support  to  the  Courts 

Some  of  the  many  ways  the  AO  provides  daily  support  to  the  courts  and  the  Judi- 
cial Conference  include: 

— Researching  and  analyzing  hundreds  of  matters  each  year  for  consideration  by 
Judicial  Conference  committees. 

— Working  with  the  Judicial  Conference  and  other  government  agencies  to  coordi- 
nate and  implement  new  legislation  and  procedures — a  significant  effort  in  re- 
cent years. 

— Supporting  over  2,000  judicial  officers,  including  active  and  senior  appellate  and 
district  court  judges,  bankruptcy  judges,  and  magistrate  judges. 

— Developing  and  supporting  automated  systems  and  technologies  used  through- 
out the  courts,  with  the  participation  of  representative  groups  of  court  automa- 
tion users. 

— Developing  new  ways  for  handling  court  business,  and  providing  training  and 
assistance  to  court  employees  to  help  them  implement  programs  and  improve 
operations. 

— Guiding  and  supporting  more  than  6,000  probation  and  pretrial  services  person- 
nel. 

— Preparing  manuals  and  a  variety  of  other  publications  that  include  essential  in- 
formation regarding  judicial  business. 

— Providing  centralized  core  administrative  functions  such  as  payroll,  personnel, 
budget  and  accounting  services. 

— Administering  the  Judiciary's  unique  personnel  systems. 

— Developing  and  executing  the  Judiciary's  budget. 

— Defining  resource  requirements  through  forecasts  of  caseloads,  work-measure- 
ment analyses,  assessment  of  program  changes,  and  reviews  of  individual  court 
requirements. 

— Providing  legal  counsel  and  services  to  the  Judiciary. 

— Guiding  and  supporting  the  growing  federal  defender  program. 

— Collecting  and  analyzing  detailed  statistics  on  workload  of  the  courts. 

— Monitoring  the  performance  of  programs  and  use  of  resources. 

— Auditing  the  courts'  financial  operations. 

— Handling  public  affairs  for  the  Judiciary,  responding  to  numerous  inquiries 
from  Congress,  the  media,  and  the  public  about  court  operations. 

— Assisting  the  courts  in  identifying  courthouse  requirements  and  coordinating 
construction  and  management  of  the  facilities  with  the  General  Services  Admin- 
istration. 

Growth  in  the  Judiciary  vs.  Growth  in  the  AO 

In  addition  to  the  aforementioned  growth  in  the  type  of  support  provided  the  Judi- 
cial Conference  and  the  courts,  there  has  been  a  tremendous  growth  in  the  number 
of  clients  we  serve.  As  you  can  see  by  the  following  graph,  over  the  past  ten  years 
total  Judiciary  staffing  has  grown  63  percent  while  direct-funded  AO  staff,  whose 
work  is  inextricably  linked  with  the  work  of  the  courts,  has  grown  by  only  19  per- 
cent. To  make  a  bad  situation  worse,  as  I  discussed  earlier,  in  fiscal  year  1996  we 
are  experiencing  a  decline  in  AO  staffing  levels. 
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Compounding  this  problem  of  overall  growth  is  a  significant  change  in  the  types 
of  individuals  in  the  courts  we  are  supporting.  New  responsibilities  such  as  Court 
Security,  supervised  release  of  offenders  by  Probation  Officers,  Pretrial  Services  and 
related  national  contracts  have  expanded  greatly  the  level  of  support  required  of  the 
AO.  The  following  graph  compares  the  growth  in  court  staffing  in  these  new  areas 
of  responsibility  over  the  past  10  years  to  the  growth  in  AO  staff. 

Staffing  Growth  - 1996  over  1986 
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Workload  Created  by  GAO 

Another  area  which  has  created  a  considerable  workload  on  the  AO  is  our  inter- 
action with  the  General  Accounting  Office.  Over  the  past  few  years,  the  GAO  has 
become  much  more  active  in  reviews  of  the  Judicial  Branch.  This  higher  level  of 
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GAO  activity  corresponds  with  the  tremendous  growth  in  Judiciary  workload  and 
programs.  During  this  period,  we  have  averaged  9  to  10  GAO  reviews  per  year.  Hav- 
ing to  respond  to  this  level  of  GAO  activity  is  a  tremendous  burden  on  a  small  agen- 
cy such  as  ours,  especially  since  we  were  provided  no  additional  resources. 

THE  AO — A  MODEL  OF  ECONOMY  AND  EFFICIENCY 

Recognizing  the  tight  fiscal  constraints  under  which  the  Judiciary  as  a  whole  is 
operating  and  will  likely  continue  to  operate,  staff  throughout  the  AO  are  looking 
at  ways  both  the  AO  and  the  entire  Third  Branch  can  reduce  costs  and  become  more 
efficient.  The  AO  is  uniquely  positioned  not  only  to  provide  critical  assistance  to  the 
courts  to  develop  improved  ways  to  operate,  but  to  help  the  courts  share  innovations 
they  have  developed. 

The  AO  pursues  efficiencies  through  several  avenues.  First,  it  provides  support 
to  the  Judicial  Conference  and  its  committees,  which  have  jurisdiction  over  all  ac- 
tivities of  the  Judiciary.  AO  staff  also  work  with  the  courts  to  develop  new  tech- 
nologies that  lead  to  efficiencies.  The  AO  provides  staff  support  to  the  Budget  Com- 
mittee's Economy  Subcommittee,  whose  mission  is  to  support  Judicial  Conference  ef- 
forts to  identify  improvements  in  fiscal  responsibility,  accountability,  and  efficiency 
in  the  Judiciary. 

Cost  Saving  Initiatives 

So  far,  the  AO  has  assisted  the  Judicial  Conference  in  identifying  initiatives  that 
will  result  in  about  $750  million  in  cost  savings  and  avoidances  from  fiscal  years 
1995  to  1997.  These  initiatives  will  continue  to  generate  more  than  $250  million  in 
annual  cost  avoidances  in  the  future.  Examples  of  the  cost  saving  initiatives  coordi- 
nated by  the  AO  follow: 

— $160  million  in  fiscal  year  1995  and  similar  amounts  in  1996  and  1997  saved 
by  staffing  federal  courts  at  only  84  percent  of  staffing  formulas. 

— Between  $31  and  $62  million  saved  per  year  by  employing  home  confinement 
as  an  alternative  to  more  costly  detention  or  incarceration. 

— Over  $12  million  saved  in  1996  by  adopting  new  staffing  standards  for  court 
security  officers. 

— Annual  automation  operations  and  maintenance  costs  reduced  by  $10  million, 
through  such  initiatives  as  replacing  outdated,  expensive-to-maintain  equip- 
ment with  new  processors;  switching  to  local  rather  than  national  maintenance 
of  certain  equipment;  reducing  telephone  maintenance  and  service  costs;  reduc- 
ing supply  costs  by  reexamining  actual  needs  and  reducing  back-up  tape  storage 
costs;  and  reducing  personnel  costs  by  eliminating  nine  automation  program  po- 
sitions. 

— Over  $10  million  saved  over  four  years  by  contracting  out  centralized  notice  pro- 
duction and  distribution  services  through  the  Bankruptcy  Noticing  Center. 

— $8  million  reduced  from  the  1997  budget  request  in  rent  increases  for  non-pro- 
spectus space  acquired  in  1997. 

— At  least  $6  million  a  year  saved  by  adopting  more  conservative  criteria  to  evalu- 
ate court  requests  for  new  district  judgeships.  This  action  resulted  in  disallow- 
ing requests  for  eight  new  judgeships. 

— At  least  $6  million  a  year  saved  by  withdrawing  a  request  to  Congress  for  ap- 
proval of  eight  new  bankruptcy  judgeships,  based  on  a  reevaluation  of  pending 
judgeships. 

— $5  million  a  year  saved  by  adopting  more  stringent  standards  for  assessing  the 
need  for  bankruptcy  judges,  resulting  in  the  deferral  of  the  filling  of  seven  va- 
cant bankruptcy  judgeships. 

— $2  million  saved  in  Administrative  Office  personnel  costs  by  not  filling  vacant 
positions,  except  in  critical  cases. 

— About  $570,000  saved  annually  in  rent  and  other  costs  beginning  in  1996  by 
initiating  action  to  close  six  facilities  without  a  resident  full-time  judicial  officer. 

Continuing  Efficiency  Efforts — Key  AO  Role 

Assuming  we  have  the  necessary  staff,  the  AO  will  continue  to  undertake  new  ef- 
ficiency efforts  to  further  reduce  the  resources  needed  by  the  Judiciary. 

— The  AO  has  coordinated  development  of  the  Judiciary  Methods  Analysis  Pro- 
gram, the  aim  of  which  is  to  identify  more  effective  and  efficient  approaches  for 
performing  certain  operations  in  federal  courts.  Completed  studies  in  select  pro- 
bation and  bankruptcy  functions  will  allow  these  programs  to  better  handle  an- 
ticipated workload  increases. 

— The  AO  is  continuously  updating  and  improving  its  staffing  formulas,  which 
provide  a  rational,  quantifiable  basis  for  the  Judiciary's  request  for  court  per- 
sonnel based  on  workload. 
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— The  AO  coordinated  the  design  and  implementation  of  two  major  reforms  in 
personnel  management  for  the  Judiciary — the  Court  Personnel  System,  which 
decentralizes  personnel  authority  to  federal  court  managers,  and  the  Cost  Con- 
trol Monitoring  System,  which  simplifies  the  distribution  of  salary  allotments 
while  controlling  future  year  costs. 

— The  AO  has  developed  technological  solutions  to  save  staff  in  the  courts,  for  ex- 
ample, the  Bankruptcy  Noticing  Center  and  the  consolidation  and  streamlining 
of  the  Central  Violations  Bureaus. 

— The  AO  assisted  in  the  development  of  a  plan  to  reduce  the  future  growth  of 
overall  space  rental  costs.  The  plan  includes  examining  thoroughly  all  existing 
space  assignments  to  see  if  any  space  can  be  released  to  GSA;  examining  the 
possibilities  of  increased  use  of  courtroom  sharing;  examining  the  development 
of  criteria  for  acquiring  and  releasing  facilities  without  full-time,  resident  judi- 
cial officers,  and  other  types  of  court  space;  and  reviewing  the  design  guidelines 
used  for  courthouse  construction. 

Seeking  New  Technologies — AO  Leadership 

Also,  the  AO  continues  to  take  the  lead  in  identifying  and  promoting  new  tech- 
nologies and  procedural  innovations  that  can  reduce  costs  and  improve  business  op- 
erations and  services  in  the  Judiciary,  as  follows: 

— Numerous  efforts  are  underway  to  utilize  video  conferencing  as  a  cost-saving  ef- 
ficiency measure.  Eliminating  travel  costs  and  staff  time  associated  with  travel 
saves  money  and  increases  productivity.  We  are  testing  or  have  pilot  projects 
underway  in  the  use  of  video  conferencing  in  various  judicial  activities.  These 
include  training,  meeting  presentations,  mental  competency  hearings,  and  bank- 
ruptcy proceedings.  Upon  completion  of  a  pilot  on  using  video  conferencing  in 
civil  prisoner  rights  pretrial  proceedings,  in  March  1996  the  Judicial  Conference 
endorsed  its  use  judiciary  wide,  subject  to  the  availability  of  funds  to  buy  the 
necessary  equipment.  In  addition,  we  are  working  with  the  Department  of  Jus- 
tice to  pursue  the  use  of  video  conferencing  for  other  pretrial  events,  where  the 
Department  would  realize  savings  along  with  the  courts. 

— The  full  implementation  of  the  Data  Communications  Network  is  fundamentally 
necessary  to  increase  efficiency,  facilitate  communications  and  the  exchange  of 
data  between  the  AO  and  the  courts,  provide  the  backbone  for  the  nationwide 
linking  of  the  judiciary's  financial  systems,  and  save  voice  communications  costs 
by  eliminating  the  need  for  many  modems  connected  to  outside  commercial  in- 
formation services. 

— Document  imaging  technology  was  implemented  at  the  San  Antonio  Central 
Violations  Bureau  that  will  greatly  reduce  staff  time  in  processing  violations. 
It  is  expected  to  save  $300,000  per  year  in  staff  time  and  other  processing  costs. 

— Together  with  the  district  court  in  the  Northern  District  of  Ohio,  the  AO  devel- 
oped a  prototype  system  to  enable  electronic  filing  and  electronic  docketing  by 
attorneys  in  the  court's  mass  tort  asbestos  cases,  which  should  make  valuable 
contributions  toward  the  eventual  implementation  of  a  national  electronic  filing 
and  docketing  system. 

— The  AO,  along  with  ten  probation/pretrial  services  offices,  developed  plans  to 
provide  "Mobile  Computing"  capabilities  for  officers.  The  proposed  prototype 
system  will  increase  the  productivity  of  officers  while  in  the  field  by  using  pen- 
based,  hand-held  computers  that  will  provide  officers  with  portable  access  to 
tools  and  information  that  are  now  available  to  them  only  at  their  desks. 

— To  meet  technological  needs  most  efficiently,  the  AO  continues  to  outsource 
many  automation  products  and  services.  It  awarded  eight  major  open-market 
contracts  during  the  past  year,  one  of  the  most  significant  being  recompetition 
of  our  office  automation  system. 

— The  AO  has  a  structured  systems  development  and  automation  project  manager 
education  program  which  maximizes  Jthe  successful  delivery  of  system  develop- 
ment and  acquisition. 

Oversight  of  the  Judiciary — AO  Role 

To  ensure  that  judiciary  programs  are  efficiently  and  effectively  carried  out,  the 
Administrative  Office,  under  the  guidance  of  the  Judicial  Conference,  has  estab- 
lished rigorous  and  effective  oversight  mechanisms  for  audit,  review,  evaluation, 
and  investigation.  Since  1993,  the  AO  has  assisted  in  more  than  400  such  reviews, 
resulting  in  recommendations  that  have  improved  services,  efficiency,  effectiveness, 
or  economy,  both  in  individual  courts  and  system-wide. 

As  part  of  its  financial  management  responsibilities,  the  AO  has  established  a 
quarterly  financial  management  review  process  to  improve  oversight  of  program 
spending  and  to  identify  funds  that  can  be  saved  or  redirected  to  meet  higher  prior- 
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ity  needs.  This  ensures  that  the  Judiciary's  most  critical  needs  are  met  efficiently 
in  these  times  of  tight  fiscal  constraint.  Through  this  review  process,  $121  million 
was  identified  during  1995  and  redirected  to  offset  fiscal  year  1996  requirements. 
AO  staff,  working  with  Judicial  Conference  committees  and  the  courts  are  contin- 
ually developing,  analyzing,  and  assisting  with  implementation  of  cost-containment 
and  improvement  efforts. 

THE  AO — A  SIGNIFICANT  LAW  ENFORCEMENT  ROLE 

The  AO  also  contributes  significantly  to  the  law  enforcement  responsibilities  of 
the  Judiciary.  The  Administrative  Office  supports  and  guides  more  than  6,000  pro- 
bation and  pretrial  services  personnel.  The  growing  number  of  offenders  being  re- 
leased to  the  supervision  of  probation  officers  results  in  the  need  to  improve  super- 
vision and  make  the  best  use  of  officers'  limited  time.  Few  of  the  offenders  under 
supervision  have  marketable  job  skills  for  employment,  and  many  have  social,  psy- 
chological, or  medical  problems,  including  a  growing  number  who  are  HIV-positive 
or  who  require  drug  treatment. 

At  a  time  when  resources  are  diminishing  and  workload  growing,  new  initiatives 
being  spearheaded  by  the  AO,  such  as  the  recent  Summit  on  Supervision  of  Offend- 
ers, will  help  to  improve  the  quality  and  intensity  of  supervision  to  mitigate  the  risk 
these  offenders  pose  to  the  community. 

In  addition,  the  AO  centrally  manages  programs  for  offenders,  such  as  substance 
abuse  testing  and  electronic  home  monitoring,  through  national  contracts.  The  sub- 
stance abuse  treatment  program  identifies  and  treats  substance  abusers  who  are 
under  the  supervision  of  probation  officers.  The  program  is  a  useful  community  pro- 
tection tool,  as  well  as  an  effective  and  economical  sentencing  alternative.  In  1996, 
approximately  24,500  offenders  are  in  substance  abuse  treatment  programs  under 
community  supervision  as  opposed  to  more  costly  incarceration,  with  an  associated 
cost  savings  of  $36  million  a  year. 

The  AO  also  administers  a  contract  that  makes  electronic  monitoring  service 
available  for  home  confinement,  which  is  a  court-imposed  alternative  to  more  expen- 
sive detention  or  incarceration.  Competitive  bidding  has  reduced  the  daily  costs  of 
monitoring  services  under  the  national  contract  from  $6  per  day  to  just  under  $5 
per  day.  Currently  over  4,000  individuals  are  in  the  home  confinement  program  in- 
stead of  prison,  which  saves  taxpayers  between  $31  and  $62  million  a  year.  In  addi- 
tion, the  districts  are  diligently  pursuing  offender  reimbursement  for  the  cost  of 
their  electronic  monitoring  services,  so  now  more  offenders  can  be  electronically 
monitored  without  an  increased  budget  request. 


Mr.  Chairman,  I  understand  that  you  face  the  very  difficult  task  of  allocating  a 
shrinking  pool  of  funds  among  the  various  programs  under  your  jurisdiction.  I  also 
readily  acknowledge  that  in  past  years  you  have  recognized  the  critical  importance 
of  adequate  funding  for  the  federal  courts.  With  that  in  mind,  I  respectfully  request 
that  you  go  one  step  further  and  recognize  the  critical  importance  of  the  AO  to  the 
courts,  and  provide  us  the  resources  we  require  to  support  them. 

In  the  absence  of  our  requested  increase,  we  will  no  longer  be  able  to  provide  the 
full  range  of  support  the  courts  expect.  Without  the  additional  funds  we  have  re- 
quested for  fiscal  year  1997,  we  will  be  forced  to  curtail  support  of  the  very  economy, 
efficiency,  and  modernization  efforts  which  have  proven  to  be  so  successful  in  reduc- 
ing the  Judiciary's  cost  of  doing  business.  We  would  like  to  work  with  you  to  hope- 
fully find  a  way  to  avoid  taking  this  drastic  step. 

That  concludes  my  prepared  statement.  I  appreciate  your  time  and  your  consider- 
ation and  would  be  pleased  to  answer  any  questions  and  provide  any  additional  in- 
formation you  may  need. 


NOTES  TO  ACCOMPANY  FORMAL  STATEMENT 

Sincere  thanks  to  Chairman  Gregg  and  the  Committee  for  providing  separate 
funding  for  the  Judiciary  starting  January  5,  1996,  thus  avoiding  continuing  disrup- 
tion and  diminished  services  to  the  public.  The  Committee  staff  deserves  praise  for 
their  professionalism  and  cooperation. 

The  AO  role  in  the  Judiciary  is  unique — there  is  nothing  like  it  in  any  other  fed- 
eral agency  or  branch  of  government. 

Unlike  federal  departments  and  agencies,  the  Judiciary  has  no  headquarters.  The 
judicial  branch  is  heavily  decentralized  to  the  local  courts  and  probation  offices,  for 
example. 
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Because  the  federal  courts  and  other  units  are  comparatively  small,  the  Judicial 
Conference  of  the  United  States  has  assigned  the  Administrative  Office  of  the  U.S. 
Courts  (AO)  to  carry  out  certain  important  direct  support  and  management  func- 
tions that  can  be  done  for  the  courts  most  efficiently  in  a  central  office.  Thus,  rather 
than  being  a  central  headquarters  unit,  the  AO  is  fully  integrated  into  the  overall 
Judiciary  management  structure  and  does  not  stand  alone  as  a  headquarters  unit. 

As  a  result,  when  Congress  freezes  AO  funding  as  it  has  done  in  three  of  the  past 
four  years,  it  is  cutting  the  direct  management  support  for  the  courts,  the  judges, 
and  probation  officers. 

Recently  Congress  swept  up  the  AO  in  making  wholesale  cuts  in  Executive  De- 
partment headquarters  located  in  Washington,  DC.  Apparently  little  consideration 
was  given  to  the  unique  AO  role  in  the  total  federal  judicial  management  structure. 
By  freezing  the  AO  three  of  the  past  four  years,  Congress  cut  directly  into  the  sinew 
and  muscle  of  the  courts,  the  judges,  and  probation. 

There  is  nothing  analogous  to  the  AO  in  the  State  or  Commerce  Departments. 

The  closest  analogies  to  the  AO  occur  in  the  Justice  Department  which,  like  the 
courts  and  the  AO,  is  directly  involved  in  the  law  enforcement  function. 

In  contrast,  however,  Congress  approved  an  fiscal  year  1996  increase  in  general 
administration  for  the  Justice  Department  of  5  percent  while  freezing  the  AO  at  the 
same  time.  In  other  words,  the  Justice  Department  was  preferred  to  the  Judiciary 
in  providing  management  support,  even  though  both  are  in  the  law  enforcement 
fields. 

The  Appropriations  Committee  should  consider  the  great  disparity  in  funding  of 
Justice  Department  agencies  whose  functions  are  closest  to  those  of  the  Administra- 
tive Office.  The  appropriation  in  fiscal  year  1996  provided  funding  for  five  of  these 
analogous  Justice  Department  agencies  and  gave  them  a  share  of  their  total  agency 
funding  for  management  and  administration  that  was  greater  by  nearly  three  to  six 
times  than  the  AO's  share  of  Judiciary  appropriations.  This  is  a  startling  disparity. 
Consider  the  following  information: 

The  AO's  fiscal  year  1996  share  of  the  federal  judiciary  budget  in  fiscal  year  1996 
was  1.6  percent. 

In  fiscal  year  1996,  the  contrasting  share  provided  for  management  and  adminis- 
tration in  the  total  budgets  for  the  following  Justice  Department  Agencies  was: 

Share  of  Total  Agency  Funding  For  Management  and  Administration 

Percent 

Justice  Department's  Law  Enforcement  Agency: 

US.  Attorney  4.1 

FBI  4.7 

Bureau  of  Prisons  5.2 

INS  7.6 

DEA 9.0 

Total  Justice  Department 5.0 

Thus,  if  Congress  provided  the  same  share  to  the  AO  for  management  and  admin- 
istrative support  of  the  Judiciary  that  these  agencies  receive  for  management  and 
administration  in  their  agencies,  the  AO  budget  request  for  fiscal  year  1997  should 
be  increased  from  $53,223,000  to  the  following: 
—If  the  AO  got  the  U.S.  Attorney's  share,  the  AO  appropriation  would  be  $137.2 

million. 
— If  the  AO  got  the  4.7  percent  FBI  share,  the  AO  appropriation  would  be  $157.2 

million. 
— If  the  AO  got  the  5.2  percent  Bureau  of  Prisons  share,  the  AO  appropriation 

would  be  $174  million. 
— If  the  AO  got  the  7.6  percent  INS  share,  the  AO  appropriation  would  be  $254.2 

million. 
— If  the  AO  got  the  9  percent  DEA  share,  the  AO  appropriation  would  be  $301.1 

million. 
— If  the  AO  got  the  overall  management  share  that  the  Justice  Department  re- 
ceives, of  5  percent,  the  AO  share  would  be  $167.3  million. 
In  short,  Congress  this  past  year  and  in  most  recent  years  has  provided  far  more 
administrative  and  management  support  proportionately  to  the  Justice  Department 
and  its  agencies  directly  involved  in  the  law  enforcement  and  crime  fighting  than 
it  gives  to  their  counterpart  in  the  Judicial  branch  of  government.  By  freezing  the 
AO,  Congress  is  unintentionally,  I  am  sure,  saying  that  support  for  judges,  proba- 
tion officers,  pretrial  service  officers,  court  security  officers,  and  public  defenders  is 
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not  as  important  in  the  law  enforcement  and  crime  fight  as  the  work  done  by  the 
analogous  Justice  Department  agencies. 

It  appears  that  Congress  may  not  understand  the  major  oversight  and  manage- 
ment supervision  role  that  the  AO  plays  in  the  law  enforcement  and  crime  fighting 
fields. 

Yet,  as  the  Judiciary's  law  enforcement  functions  have  been  increased  by  Con- 
gress, the  AO's  corresponding  workload  and  responsibility  also  has  increased.  But 
the  Judiciary's  funding  has  risen,  while  the  AO's  funding  has  been  frozen. 

The  AO  provides  direct  support  to  the  courts  and  court  staff,  but  its  oversight  role 
and  management  support  role  is  even  greater  in  the  following  direct  law  enforce- 
ment functions: 

Probation  and  Pretrial  Services. — The  AO  plays  a  substantial  management  and 
oversight  role  in  probation  and  pretrial  services  which  has  nearly  7,000  of  the  Judi- 
ciary's 28,000  employees. 

Consider  offender  supervision  for  fiscal  year  1997: 

Individuals 

Probation  supervision  90,000 

Pretrial  services  supervision  30,000 

Total  supervised  120,000 

Contrast  120,000,  the  number  supervised  by  Probation  and  Pretrial,  with  the  Bu- 
reau of  Prisons  whose  total  population  is  104,000  offenders.  The  Judiciary,  including 
the  AO,  is  helping  to  supervise  significantly  more  people  than  there  are  in  federal 
prisons.  Yet  the  total  budget  for  the  Bureau  of  Prisons  is  about  $3  billion,  the  same 
as  that  for  the  Judiciary,  which  devotes  only  a  fraction  of  that  amount  to  super- 
vision. 

Just  in  the  home  confinement  program  alone,  the  Judiciary's  Probation  and  Pre- 
trial Services  offices  save  from  $31  million  to  $62  million  a  year  which  it  would  cost 
if  those  supervised  were  in  prison. 

The  Defender  Program. — The  Administrative  Office  provides  extensive  manage- 
ment oversight  and  direction  to  the  nationwide  federal  public  defender  program  as 
well  as  to  the  related  panel  attorneys  and  community  defenders  programs.  There 
are  1,523  people  in  the  defender  program.  The  total  spending  for  fiscal  year  1996 
is  $267  million  and  the  request  for  fiscal  year  1997  is  $319  million.  The  criminal 
defendants  have  a  constitutional  right  to  adequate  counsel. 

The  Court  Security  Officer  Program. — The  General  Accounting  Office  has  pointed 
out  the  important  role  that  the  Administrative  Office  plays  and  must  play  in  the 
Court  Security  Officer  program  which  provides  security  to  all  the  courts  of  the  Unit- 
ed States.  This  program  has  grown  from  $31  million  in  fiscal  year  1986  to  $132  mil- 
lion in  fiscal  year  1997. 

Despite  all  these  law  enforcement  functions  which  the  AO  oversees  and  supervises 
and  assists  in  managing,  the  agency  is  grossly  underfunded  compared  to  its  sister 
agencies  in  the  Justice  Department,  the  FBI,  INS,  DEA,  Bureau  of  Prisons,  and  Of- 
fice of  the  U.S.  Attorney. 

The  Administrative  Office  Understands  the  Need  for  Economy — and  Has  Achieved 
It. 

Since  I  became  Director  in  1985,  the  AO's  share  of  Judiciary  funding  has  dropped 
from  2.8  percent  to  1.6  percent.  In  that  same  period  of  time,  the  AO's  share  of  the 
total  number  of  personnel  in  the  Judiciary  has  dropped  from  3.2  percent  to  2.3  per- 
cent. If  the  AO's  staffing  were  at  the  1985  share  level,  we  would  require  947  posi- 
tions instead  of  the  685  presently  authorized. 

As  noted  above,  the  AO's  funding  has  been  frozen  for  three  of  the  past  four  fiscal 
years.  During  that  time,  the  Judiciary  has  added  1,180  more  people  and  increased 
the  AO's  workload  correspondingly.  But  because  of  the  funding  shortage,  we  will 
have  actually  had  to  cut  the  AO  staffing  level  by  4.2  percent,  down  by  28  people, 
and  we  are  having  to  cut  even  more  by  September  30.  Thus,  during  the  past  four 
years,  while  the  Judiciary's  staffing  has  gone  up  4.2  percent  while  ours  has  gone 
down  by  6.6  percent.  We  have  a  freeze  on  hiring  and,  through  attrition,  we  are  mov- 
ing our  total  personnel  compliment  down  to  633  by  September  30  instead  of  the  685 
authorized.  This  means  that  we  simply  cannot  provide  the  kind  of  support  that  the 
courts  require.  Our  ability  to  serve  is  declining  rapidly  even  as  our  work  load  goes 
up.  We  will  not  be  able  to  continue  our  leadership  role  at  the  same  level  to  support 
the  Economy  Subcommittee  of  the  Judicial  Conference  Budget  Committee. 

The  AO  has  assisted  the  Judicial  Conference  in  identifying  initiatives  that  will 
result  in  about  $750  million  in  costs  savings  and  avoidances  just  from  fiscal  years 
1995  to  1997  alone.  These  same  initiatives  will  continue  to  generate  more  that  $250 
million  in  annual  costs  avoidances  in  the  future. 
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If  our  sister  agencies  in  law  enforcement  at  the  Department  of  Justice  were  com- 
pelled to  operate  at  the  same  comparative  funding  and  personnel  level,  as  is  the  AO, 
they  would  have  to  cut  their  staffing  and  funding  drastically.  There  would  have  to 
be  RIF's  because  furloughs  simply  would  not  simply  solve  the  problem. 

In  short,  the  AO  is  lean  and  efficient  and  is  acutely  cost  conscious  with  the  tax- 
payers' interest  always  considered. 


Prepared  Statement  of  Rya  W.  Zobel 

It  is  a  privilege  to  submit  this  statement,  my  first  as  director  of  the  Federal  Judi- 
cial Center,  on  behalf  of  the  Center's  appropriations  request  for  the  1997  fiscal  year. 
This  request  reflects  policy  determinations  by  the  Center's  Board,  which  is  chaired 
by  the  Chief  Justice  of  the  United  States,  and  has  been  coordinated  with  the  Judi- 
cial Conference's  Committee  on  the  Budget. 

The  Center  is  the  federal  courts'  education  and  research  agency.  We  provide  re- 
search and  other  assistance  to  the  committees  of  the  Judicial  Conference,  to  individ- 
ual courts,  and,  as  requested,  to  Congress.  We  use  the  bulk  of  our  resources,  how- 
ever, to  provide  both  orientation  and  continuing  education  programs  to  all  judges, 
to  probation  and  pretrial  services  officers,  to  judges'  chambers  staff,  and  to  the 
many  persons  who  work  under  the  direction  of  clerks  of  court. 

Our  goals  are  to  meet  the  courts'  educational  needs  effectively  and  promptly, 
while  reducing  both  our  reliance  on  travel  and  participants'  time  away  from  their 
jobs.  More  than  80  percent  of  third  branch  personnel  who  participate  in  organized 
Center  training  activities  do  so  in  their  home  cities,  with  little  or  no  travel  expense. 
Educational  technologies  such  as  video,  interactive  CD— ROM's,  and  on-line  con- 
ferencing strengthen  our  ability  to  provide  alternatives  to  travel-based  training.  I 
have  described  our  use  of  those  technologies  in  section  III. 

Before  turning  to  our  request,  I  should  report  that  last  September,  the  General 
Accounting  Office  completed  a  study  that  found  there  is  no  duplication  in  services 
between  the  Center  and  the  courts'  operational  agency,  the  Administrative  Office  of 
the  U.S.  Courts  (GAO/GGD-95-236  BR).  Moreover,  as  part  of  its  review  of  the  judi- 
ciary's first  long-range  plan,  the  Judicial  Conference  unanimously  reaffirmed  its 
long-standing  view  that  the  judiciary  is  best  served  by  a  Judicial  Center  for  research 
and  education  that  is  separate  from  the  Administrative  Office.  This  view  is  shared 
by  the  Administrative  Office. 

I.  FISCAL  1997  REQUEST 

We  are  requesting  $947,000  in  adjustments  to  our  fiscal  1996  base  of  $17,914,000 
and  $800,000  in  program  enhancements:  $450,000  for  the  orientation  and  training 
of  many  of  the  650  U.S.  probation  and  pretrial  services  officers  that  the  courts  ex- 
pect to  add  to  the  system  in  1996  and  1997,  and  $350,000  to  help  pay  for  six  video 
seminars  of  110  hours  total.  I  explain  this  aspect  of  our  request  in  more  detail  in 
section  IV.  I  emphasize  that  these  funds  will  not  enhance  the  judiciary's  permanent 
videoconferencing  capacity,  although,  as  I  explain  in  section  IV,  we  are  rebudgeting 
some  1996  funds  as  a  first  step  in  equipping  the  Center  to  provide  one  type  of 
videoconferencing.  Equipping  the  judiciary  as  a  whole  to  enable  it  to  use  different 
types  of  videoconferencing  will  require  the  coordinated  efforts  of  the  entire  judiciary 
and  substantial  planning  and  investment.  I  have  found  general  agreement  on  this 
statement  in  my  discussions  with  the  Judicial  Conference  Budget  Committee,  the 
Judicial  Conference  Committee  on  Automation  and  Technology,  and  the  chairman 
of  the  U.S.  Sentencing  Commission. 

II.  ADJUSTMENTS  IN  LIGHT  OF  MULTI-YEAR  DROP  IN  APPROPRIATIONS 

The  Center  has  increased  its  services  to  an  expanding  judicial  system  even  while 
its  appropriation  has  declined  from  $18,895,000  in  fiscal  1992  to  $17,914,000  in 
1996.  This  decline  of  5.2  percent  represents  a  reduction  in  actual  spending  power 
of  approximately  $5,000,000  or  26  percent.  Nevertheless,  we  have  increased  the 
total  number  of  judges  and  supporting  personnel  receiving  Center  orientation  and 
in-service  training  from  21,000  in  1992  to  more  than  27,000  projected  for  1996. 

Two  things  explain  our  ability  to  do  more  with  less.  First,  to  offset  the  reduction 
in  appropriated  funds  and  still  adhere  to  the  House-Senate  conference  committee 
preference  "that  education  and  training  functions  performed  by  the  Center  should 
be  maintained  at  current  levels,"  I  have  reduced  the  Center's  workforce  this  year 
from  158  to  143,  a  10  percent  reduction. 

Second,  we  are  continuing  to  increase  our  reliance  on  alternatives  to  travel-based 
education.  The  Center  spent  approximately  $5.5  million  on  travel  in  fiscal  1995  and 
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expects  to  spend  $4.6  million  in  fiscal  1996,  a  16  percent  reduction.  We  use  local 
training  to  meet  needs  that  otherwise  would  have  been  met  by  national  and  regional 
programs;  as  noted  above,  more  than  80  percent  of  the  staff  who  attend  Center  edu- 
cational programs  attend  programs  conducted  by  Center-trained  court  personnel 
using  Center  curricular  material.  Moreover,  we  are  using  non-travel-based  tech- 
nologies for  some  of  the  national  and  regional  programs  that  remain.  In  1996,  of 
the  130  national  and  regional  programs  we  have  scheduled,  eight  will  be  on-line 
computer  conferences  and  three  will  be  video  seminars. 

Although  we  have  been  doing  more  with  less,  we  have  reached  the  limits  of  our 
ability  to  sustain  education,  training,  and  research  programs  with  a  declining  appro- 
priation. 

III.  USING  IN-COURT  PROGRAMMING  AND  TECHNOLOGY  TO  INCREASE  EDUCATION 

The  Center's  educational  goals  are  to  meet  the  training  needs  of  judges  and  court 
staff  effectively  and  promptly,  avoiding  travel  costs  wherever  feasible  and  keeping 
participants  away  from  their  jobs  no  longer  than  necessary.  We  use  a  range  of  edu- 
cational technologies  to  enhance  our  ability  to  meet  these  goals.  We  are  evaluating 
additional  technologies  for  educational  purposes.  I  am  committed  to  keeping  you  bet- 
ter apprised  of  the  uses  we  make  of  these  alternative  technologies,  including  Center- 
produced  videocassettes,  interactive  CD-ROM's,  and  on-line  computer  conferences. 
We  are  evaluating  the  use  of  both  satellite  and  compressed  videoconferencing  with 
small  test  programs  and  hope  to  expand  our  evaluation  next  year.  We  are  also  using 
World  Wide  Web  and  other  technologies  for  distance  learning.  In  this  section,  I  de- 
scribe our  use  of  several  educational  technologies. 

Instructional  videos  on  cassette 

Center-produced  videos  are  our  main  instructional  tool  for  initial  judicial  orienta- 
tion and  constitute  the  sole  orientation  that  we  provide  most  support  staff.  Some 
videos  are  components  of  the  many  curriculum  packages  we  produce  for  local  train- 
ing sessions.  Others  provide  stand-alone  instruction.  We  produced  twenty-two  video 
programs  in  1995  and  expect  to  produce  twenty-six  in  1996. 

Interactive  CD-ROM's 

The  Center  produced  two  interactive  CD-ROM's  in  1994.  Deputy  clerks  use  The 
Federal  Rules  of  Civil  Procedure  from  computers  on  their  desks  to  increase  their 
mastery  of  the  rules  so  they  can  better  assist  the  court  and  litigants.  We  are  work- 
ing on  bankruptcy  and  appellate  CD-ROM's.  Our  second  CD-ROM,  An  Introduction 
to  the  Federal  Courts,  familiarizes  employees  with  the  courts'  jurisdiction,  organiza- 
tion, and  administrative  structure. 

On-line  computer  conferences 

In  these  conferences,  judges  and  staff  use  computers  at  their  desks  to  interact 
with  colleagues  around  the  country  over  a  period  of  several  days  or  weeks,  choosing 
log-on  times  that  accommodate  their  other  duties.  For  example,  we  used  a  three- 
month  computer  conference  of  eight  training  specialists  in  clerks'  and  probation  of- 
fices nationwide  to  prepare  the  curriculum  for  a  local  training  program  on  defusing 
workplace  conflicts.  The  total  cost  was  $1,000  (for  on-line  charges).  A  three-day, 
face-to-face  curriculum-development  conference  would  have  cost  $7,500. 

Video  seminars 

Videoconferencing  is  a  pervasive  communications  tool  that  has  been  put  to  many 
uses  in  the  public  and  private  sectors.  It  can  be  used  to  transmit  administrative  in- 
formation and  education  and  training  seminars  simultaneously  to  multiple  locations. 
Some  state  courts,  and  some  federal  courts,  have  used  videoconferencing  to  conduct 
certain  types  of  proceedings,  efforts  that  are  being  carefully  monitored  within  the 
judiciary  to  be  sure  that  the  videoconferencing  format  does  not  impinge  on  the 
rights  of  the  parties. 

Videoconferencing  has  value  for  specific  types  of  education.  Among  other  things, 
a  video  seminar  can  reach  more  people  than  a  conventional  travel-based  program. 
The  Center  is  committed  to  using  videoconferencing  when  it  is  the  most  appropriate 
medium,  although  I  appreciate  your  understanding  that  for  some  types  of  education, 
there  is  no  substitute  for  traditional  travel-based  programs  and  the  interchange  and 
interaction  they  allow.  Our  challenge  is  to  match  different  educational  needs  with 
the  forums  most  appropriate  and  cost-effective  for  them. 

To  meet  that  challenge,  we  are  expanding  our  use  of  both  types  of  videoconfer- 
encing. Satellite  videoconferencing  transmits  professional  broadcast-quality  video 
from  a  central  "uplink"  site  to  remote  "downlink"  sites  that  have  the  equipment  to 
receive  the  satellite's  signal.  There  are  usually  telephone  hookups  between  the  sites, 
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but  the  picture  is  broadcast  only  one  way.  In  the  1970's  and  1980's,  the  Center  pro- 
duced six  satellite  video  seminars,  most  recently  in  January  1985,  about  the  1984 
Comprehensive  Crime  Control  Act.  We  stopped  producing  our  own  video  seminars 
for  the  cost  reasons  explained  below,  but  are  resuming  them  this  year  in  order  to 
test  new  approaches,  and,  as  section  IV  explains,  propose  to  conduct  more  next  year. 
We  will  produce  one  satellite  video  seminar  in  1996,  using  the  Center's  media  studio 
and  the  American  Law  Network  of  the  American  Bar  Association-American  Law  In- 
stitute (ALI-ABA)  to  broadcast  a  seminar  to  appellate  staff  attorneys  in  eleven  loca- 
tions. With  ALI-ABA,  we  will  also  cosponsor  a  satellite  video  seminar  this  spring 
on  New  Directions  in  Federal  Civil  Practice  and  Procedure — the  seventh  such  pro- 
gram we  have  cosponsored  with  ALI-ABA  since  1990. 

"Compressed"  videoconferencing  does  not  use  satellites.  It  transmits  sound  and 
video  over  communications  lines  to  a  limited  number  of  sites  that  are  connected  on 
a  telecommunications  network.  For  example,  the  FTS  2000  government  communica- 
tions network  permits  up  to  fourteen  sites  to  participate  in  one  videoconference.  The 
picture  quality  of  compressed  video  is  not  as  good  as  satellite  broadcast,  but  it  per- 
mits all  locations  to  see  and  to  hear  one  another  (though  only  one  location  can  be 
on  screen  at  a  time).  This  interaction  is  an  important  aspect  of  effective  education 
and  training  programs.  We  will  produce  one  compressed  video  seminar  this  year, 
broadcasting  a  program  from  the  Center's  media  studio  over  the  FTS  2000  network 
to  appellate  case  managers  convening  at  twelve  IRS  facilities.  (Again,  as  section  TV 
explains,  we  propose  to  conduct  more  in  1997.) 

Although  videoconferencing  reaches  more  people  than  typical  travel-based  pro- 
grams, it  has  its  own  cost  implications,  and  the  facilities  currently  available  to  us 
limit  videoconferencing's  cost-effectiveness.  To  include  people  in  a  videoconference 
requires  one  of  two  things:  either  we  must  transmit  to  their  duty  stations,  or  they 
must  go  to  one  of  the  sites  that  receive  the  broadcast.  Federal  court  personnel  are 
scattered  across  the  country  in  more  than  500  worksites,  counting  all  of  the  proba- 
tion and  pretrial  services  branch  office  sites.  Although  we  would  rarely  need  to 
reach  people  in  all  500  sites  for  the  same  program,  programs  targeted  to  specific 
categories  of  court  personnel  also  involve  geographically  dispersed  participants. 
Most  court  locations  have  neither  the  downlink  equipment  to  receive  satellite  broad- 
casts nor  the  necessary  communications  links  and  specially  equipped,  compatible 
videoconference  rooms  for  compressed  videoconferences.  Because  we  cannot  broad- 
cast to  all  sites,  we  would  have  to  incur  the  costs  of  broadcasting  to  a  smaller  num- 
ber of  sites  and  fund  participants'  travel  to  videoconference  locations.  Furthermore, 
paying  participants'  travel  costs  to  attend  a  three-to  four-hour  videoconference  lim- 
its the  payoff  from  our  investment.  Most  travel-based  Center  seminars  and  work- 
shops last  two  to  three  days.  Some  video  seminars  can  offer  an  equivalent  number 
of  teaching  hours,  but  many  cannot.  The  geographic  dispersion  of  the  court  system 
has  led  us  to  concentrate  our  current  tests  of  video  seminars  on  appellate  court  staff 
members  who  work  at  the  headquarters  of  the  twelve  circuits,  thus  limiting  both 
travel  costs  and  the  number  of  receiving  sites. 

In  1985,  based  on  our  experience  with  satellite  videoconferences,  we  concluded 
that  without  dedicated  videoconferencing  facilities  in  the  federal  courts,  it  is  more 
cost-effective  to  produce  videos  and  distribute  them  to  judges  and  staff,  so  partici- 
pants may  learn  at  their  own  pace  or  as  part  of  a  local  training  program.  We  have 
the  means  to  produce  these  videos  because  of  this  subcommittee's  encouragement 
and  direction  that  we  develop  our  video  production  capability. 

As  noted,  we  are  again  preparing  to  produce  videoconference  seminars  on  a  lim- 
ited basis.  However,  we  believe  the  Center's  videoconferencing  will  be  most  cost-ef- 
fective once  there  is  a  judicial  branch  videoconferencing  system  to  bring  video  sig- 
nals in  and  out  of  courthouses  across  the  country.  There  is  a  substantial  difference 
between  such  a  system  and  the  experimental  broadcasts  we  are  planning  for  a 
handful  of  sites. 

IV.  $350,000  TO  CONDUCT  AND  TRANSMIT  SDC  CENTER  VIDEO  SEMINARS  IN  1997 

We  are  requesting  $350,000  to  conduct  six  multi-day  video  seminars  in  1997. 
These  funds  are  for  the  contract  fees  and  costs  for  transmission  facilities  and 
downlink  sites  for  the  four  satellite  programs  and  for  connections  to  communications 
lines  and  use  of  videoconference  facilities  on  the  FTS  2000  network  for  the  two  com- 
pressed video  programs  and  immediately  related  costs.  We  estimate  that  the  total 
cost  of  these  videoconferences  will  be  $586,000,  but  we  are  offsetting  part  of  that 
total  with  the  $236,000  that  we  would  have  spent  on  the  travel-based  programs  they 
will  replace.  These  six  seminars  will  not  only  provide  training  to  court  staff.  They 
will  also  serve  as  experiments  in  the  presentation  of  extended  video  seminars  (as 
opposed  to  the  more  common  three-to  four-hour  videoconference).  Although  these 
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video  seminars  will  cost  more  in  total  than  the  travel-based  programs  they  replace, 
they  will  reach  more  people.  For  example,  the  appellate  case  management  video 
seminar  we  are  conducting  in  fiscal  1996  will  reach  as  many  as  eighty  participants, 
twice  the  number  that  we  could  fund  to  attend  its  travel-based  equivalent.  Simi- 
larly, an  appellate  staff  attorneys'  video  seminar  has  a  potential  audience  of  more 
than  200,  compared  with  the  forty  to  fifty  participants  we  typically  can  fund  for  a 
travel-based  program.  Our  evaluation  of  the  1997  extended  video  seminars,  and  of 
the  two  shorter  ones  in  1996  described  above,  will  prepare  us  to  incorporate  video 
seminars  and  related  technologies  as  a  routine  part  of  our  educational  offerings, 
using  them  as  appropriate  as  another  technology  in  the  mix  of  programming  we  cur- 
rently offer. 

Furthermore,  we  are  rebudgeting  a  portion  of  fiscal  1996  funds  to  help  us  to 
present  video  seminars  and  to  increase  our  use  of  other  educational  technologies. 
Specifically,  we  are  equipping  a  dedicated  videoconference  tele-training  room  from 
which  to  conduct  and  transmit  compressed  video  seminars.  This  facility  will  enable 
us  to  present  video  seminars  without  having  to  suspend  operations  in  our  current 
media  production  facilities,  which  are  in  steady  use  and  experiencing  an  ever-in- 
creasing demand  for  production  time.  This  investment  reflects  our  belief  that  com- 
pressed video  seminars,  using  telecommunication  lines  and  services  leased  under 
the  FTS  2000  contract,  are  a  viable  format  for  certain  Center  educational  programs. 
We  still  intend  to  use  satellite  broadcast  programs  when  appropriate,  and  we  are 
exploring  how  and  when  the  Center  can  realistically  expect  to  establish  a  network 
to  cost-effectively  broadcast  education  and  training  programs  to  courts  via  video  sat- 
ellite. As  this  technology  becomes  cost-effective  for  us,  we  will  coordinate  with  the 
courts  as  they  acquire  the  equipment  they  will  need  to  receive  our  broadcasts. 

We  are  also  rebudgeting  funds  for  technical  improvements  to  our  nationwide  on- 
line computer  conferencing  capability  and  for  disseminating  educational  materials 
electronically.  Among  other  things,  on-line  computer  conferences  allow  video  semi- 
nar participants  to  follow  up  with  additional  training.  Disseminating  materials  elec- 
tronically on  the  Internet  and  the  courts'  network  using  collaborative  software  and 
World  Wide  Web-style  technologies  promises  to  reduce  unit  distribution  costs  of  our 
publications  and  training  materials.  We  have  also  placed  on  the  Center's  homepage 
certain  Center  publications  and  training  guides  likely  to  be  useful  to  members  of 
the  public,  particularly  state  court  personnel. 

If  I  may,  Mr.  Chairman,  one  last  observation:  videoconferencing  technology — hard- 
ware, networks,  satellites,  and  other  aspects — is  changing  every  day.  Our  investiga- 
tion of  the  available  options  and  our  planning  for  this  year's  video  seminars  make 
that  fact  abundantly  clear.  A  practical  effect  of  that  fact  is  that  our  estimates,  both 
of  cost  and  type  of  technologies  we  will  use,  are  hardly  static. 

This  concludes  my  prepared  statement.  I  will  be  glad  to  answer  any  questions  you 
or  other  members  of  the  subcommittee  have  concerning  the  Center  and  this  request. 


Prepared  Statement  of  Glenn  L.  Archer,  Jr.,  Chief  Judge,  U.S.  Court  of 
Appeals  for  the  Federal  Circuit 

Mr.  Chairman,  I  am  pleased  to  submit  my  statement  to  the  Committee  for  the 
fiscal  year  1997  budget  estimate. 

The  amount  of  our  1997  budget  request  totals  $15,978,000.  This  is  an  increase 
of  $1,690,000  over  the  1996  appropriation  approved  to  date  of  $14,288,000.  $725,000 
of  the  increase  is  for  mandatory,  uncontrollable  increases  in  costs. 

The  remaining  increase  of  $965,000  falls  in  two  distinct  categories.  First,  the 
court  is  requesting  the  addition  of  13  law  clerk  positions,  a  request  first  made  in 
1993.  The  Judges  of  this  court  are  authorized  to  have  2  in-chambers  law  clerks 
(compared  to  3  or  4  for  other  circuit  judges).  The  third  law  clerk  is  needed  because 
of  the  growth  and  complexity  of  the  court's  caseload  and  because  all  merits  decisions 
are  handled  in  chambers  and  not  by  central  legal  staff  as  occurs  in  other  circuits. 
Even  if  the  current  budgetary  restraints  do  not  permit  funding  for  all  of  the  re- 
quested law  clerk  positions,  I  would  urge  the  Committee  to  approve  part  of  this 
long-standing  request  by  authorizing  one-half  of  the  requested  positions  this  year. 

Second,  the  court  is  requesting  6  staff  positions  which  are  needed  because  of  case- 
load growth  and  increasing  use  of  computers  and  computer-related  services.  The  in- 
creasing use  of  computer  technology  by  the  Judges,  the  clerk's  office  and  by  the  li- 
brary contributes  to  the  efficiency  of  the  court's  operations,  but  a  trained  staff  to 
install  and  maintain  this  technology  is  lacking.  Thus,  I  particularly  request  funding 
for  3  staff  positions,  one  each  for  the  clerk's  office,  the  administrative  office  and  the 
library  to  provide  computer  support  personnel. 
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If  the  partial  funding  is  authorized  for  6  law  clerks  and  3  computer  oriented  sup- 
port staff,  our  budget  request  for  new  funding  reduces  to  $473,000. 

MANDATORY  INCREASES 

As  stated  above,  our  fiscal  year  1997  increases  in  mandatory  items,  over  which 
the  court  has  no  control,  total  $725,000.  As  described  in  our  budget  materials,  these 
mandatory  increases  result  primarily  from  inflation  and  pay  increases.  It  also  in- 
cludes funding  for  2  staff  positions  for  a  Senior  Judge.  One  of  the  current  active 
Judges  will  be  eligible  to  take  senior  status  in  fiscal  year  1997  and  funds  must  be 
available  to  retain  a  secretary  and  one  law  clerk  for  the  Senior  Judge. 

PROGRAM  CHANGES  AND  REQUESTS 

Personnel  Requests— Additional  Law  Clerks 

Thirteen  of  the  requested  staff  positions  would  be  Law  Clerk  positions  for  the 
Judges'  chambers.  This  would  provide  a  third  law  clerk  for  each  active  Judge  and 
for  the  Chief  Judge  a  fourth  law  clerk  who  would  also  act  as  an  administrative  as- 
sistant. This  request  is  for  13  positions  at  a  cost  of  $674,000.  The  base  budget  of 
this  Circuit  currently  provides  for  two  law  clerks  and  one  secretary  in  each  cham- 
bers, which  is  one  law  clerk  and  one  secretary  (or  additional  law  clerk)  less  than 
the  Judicial  Conference  of  the  United  States  has  authorized  for  active  Judges  in  the 
other  circuits.  The  additional  13  positions  will  bring  the  chambers  staffing  for  each 
Judge  of  this  Circuit  court  to  approximately  80  percent  of  the  normal  staff  for  other 
Circuit  Judges. 

These  13  law  clerk  positions  have  previously  been  included  in  our  budget  requests 
for  a  1993  supplemental  appropriation  and  in  the  requested  base  of  the  1994  appro- 
priation but  were  not  authorized.  The  court  then  requested  them  in  our  fiscal  year 
1995  and  1996  appropriations  and  again  they  were  not  authorized. 

One  additional  in-chambers  law  clerk  for  each  active  Judge  of  this  court  has  be- 
come a  necessity  because  of  the  increases  in  and  complexity  of  our  cases,  such  as 
patent  infringement  cases  which  often  have  a  large  number  of  difficult  issues  and 
because  of  the  additional  subject  jurisdiction  which  the  Congress  has  given  to  this 
court,  such  as  review  of  Veterans'  cases  and  the  appellate  jurisdiction  under  the  re- 
cently enacted  Congressional  Accountability  Act  of  1995.  During  the  past  few  years, 
the  court  has  hired  temporary  third  law  clerks  for  Judges  by  using  lapsed  funds 
from  a  vacant  judgeship  and  from  vacant  staff  positions  which  we  decided  were  not 
as  urgently  needed  as  the  additional  in-chambers  law  clerks.  As  to  the  latter,  we 
have,  for  example,  delayed  implementing  our  settlement  program  and  deferred  hir- 
ing 3  non-legal  support  staff.  The  additional,  though  temporary,  help  of  the  in-cham- 
bers law  clerks  has  enabled  the  court  to  moderate  the  rise  in  median  disposition 
time  for  cases,  which  is  now  about  eight  months,  and  to  prevent  a  serious  backlog 
of  undecided  cases. 

The  court  has  a  great  need  to  have  the  temporary  third  law  clerk  positions  made 
permanent  and  funded.  We  anticipate  the  appointment  of  a  Judge  to  fill  the  current 
vacancy  before  the  end  of  fiscal  year  1996.  Once  the  court  has  a  full  complement 
of  Judges,  the  lapsed  funds  from  a  judicial  vacancy  will  no  longer  be  available  to 
hire  such  clerks  on  a  temporary  basis.  Further,  with  only  temporary  positions  we 
are  unable  to  make  a  job  offer  to  a  potential  law  clerk  at  the  normal  time  or  to  guar- 
antee any  employment  beyond  the  end  of  a  fiscal  year.  These  hiring  obstacles  make 
it  difficult  for  Judges  to  hire  the  best  qualified  law  clerks. 

Personnel  Requests — Administrative  Staff  Positions 

Clerk's  Office. — The  court  requests  four  additional  clerical  positions  for  the  Clerk's 
Office  at  a  cost  of  $185,000.  There  is  now  only  one  secretary  in  the  Clerk's  Office. 
Another  Secretary  position  is  needed  to  assist  the  chief  deputy  clerk  and  the  oper- 
ations manager  and  to  insure  that  the  secretarial  functions  for  the  entire  office,  now 
exclusively  provided  by  the  secretary  to  the  Clerk,  are  available  whenever  required. 
A  Computer  Assistant  position  is  needed  because  the  complexity  of  the  Clerk's 
database  management  system  has  grown  beyond  the  competence  of  the  nontechnical 
staff  to  maintain  as  extra  duties.  Two  Deputy  Clerk  positions  are  needed,  one  posi- 
tion for  a  calendar/deputy  clerk  to  alleviate  the  calendar  functions  now  performed 
by  the  chief  deputy  clerk  as  an  extra  duty,  and  one  position  for  a  records  manager 
to  develop  a  records  management  system  now  required  to  keep  pace  with  the  large 
increase  in  the  permanent  records  which  the  court  has  accumulated  since  its  cre- 
ation in  1982  and  which  must  be  maintained  and  preserved. 

Administrative  Services  Office. — The  Administrative  Services  Office  is  responsible 
for  the  operations  of  the  court,  such  as  personnel,  payroll,  coordinating  and  monitor- 
ing of  the  court's  budget,  printing  and  distribution  of  opinions,  maintenance  of  com- 
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puters  and  all  other  equipment,  all  purchasing  for  the  court,  coordination  of  building 
maintenance  with  GSA,  and  the  like.  Because  of  the  increased  use  of  computers  by 
the  judges  and  staff  of  the  court  and  the  development  of  E-Mail  communication,  as 
well  as  a  public  bulletin  board  for  distribution  of  opinions,  we  find  it  necessary  to 
request  a  Systems  Manager  position  at  a  cost  of  $57,000.  We  are  currently  provided 
with  only  one  systems  staff  member  and  it  is  not  possible  for  this  person  to  keep 
up  with  the  daily  requests  and  problems  throughout  the  court.  With  the  demands 
for,  and  growing  use  of,  computers  and  computer-related  services,  we  feel  this  re- 
quest is  fully  justified. 

Library. — The  court  requests  one  additional  permanent  position  for  an  Assistant 
Librarian  in  the  library  at  a  cost  of  $49,000.  The  Federal  Circuit  library  serves  the 
Judges  and  staff  of  both  the  Federal  Circuit  and  the  Court  of  Federal  Claims  and 
the  Special  Masters  of  the  Court  of  Federal  Claims.  There  are  currently  five  perma- 
nent positions  in  the  library  serving  both  courts.  This  request  will  bring  the  library 
to  84  percent  of  the  staffing  formula  adopted  by  the  Judicial  Conference  of  the  Unit- 
ed States  which  is  consistent  with  the  judiciary's  fiscal  year  1997  request.  The  du- 
ties of  library  staff,  in  addition  to  maintaining  the  collection,  encompasses  reference 
and  research  assistance,  interlibrary  loan  requests,  training  and  assistance  in 
searching  Lexis  and  Westlaw,  and  providing  legislative  history  reports.  The  re- 
quested position  will  allow  the  library  staff  to  effectively  address  the  increases  in 
its  workload. 

PARTIAL  FUNDING  OF  REQUESTED  INCREASES 

As  noted  above,  the  court  acknowledges  the  need  for  budget  restraint.  Even 
though  the  Committee  may  not  be  able  to  fund  the  increases  the  court  deems  nec- 
essary, we  request  that  the  Committee  partially  fund  our  long-standing  need  for 
permanent  third  law  clerks  for  active  Judges.  We  suggest  that  the  Committee  con- 
sider funding  6  of  the  13  this  year  and  defer  to  next  year  the  funding  for  the  re- 
maining ones.  Partial  funding  would  assist  the  court  in  retaining  at  least  some  of 
the  temporary  law  clerks  through  fiscal  year  1997,  with  full  funding  available  in  fis- 
cal year  1998  to  fill  all  of  these  in-chambers  law  clerk  positions  on  a  permanent 
basis.  Although  recognizing  the  tight  budgetary  situation,  the  court  also  needs  at 
least  partial  funding  of  the  non-legal  staff  positions  requested.  Funding  for  3  of  the 
6  positions  would  permit  the  court  to  hire  a  computer  knowledgeable  employee  in 
the  clerk's  office  and  the  library  and  increase  our  computer  personnel  in  the  admin- 
istrative office,  who  install  and  service  the  computers  and  networks  for  the  judges 
chambers,  to  2  positions.  This  minimal  computer-oriented  staffing  will  help  to  im- 
prove the  efficiency  of  this  court's  operations. 

I  will  be  glad,  Mr.  Chairman,  to  answer  any  questions  the  Committee  may  have 
or  meet  with  Committee  members  or  staff  about  our  budget  requests. 


Prepared  Statement  of  Richard  Conaboy,  Chairman,  U.S.  Sentencing 
Commission 

introduction 

On  behalf  of  the  United  States  Sentencing  Commission,  I  am  pleased  to  present 
this  statement  in  support  of  the  Commission's  fiscal  year  1997  appropriation  re- 
quest. The  goal  of  a  tough,  effective,  mandatory,  and  fair  sentencing  system  is  ex- 
tremely important  to  Congress  and  to  the  American  people,  and  is  the  reason  Con- 
gress created  the  Commission.  In  justifying  our  budget  request,  we  welcome  this  op- 
portunity to  lay  out  for  the  committee  the  nature  of  the  Commission's  responsibil- 
ities, including  the  critical  role  the  Commission  and  the  sentencing  guidelines  play 
in  the  federal  effort  to  control  crime. 

Organized  in  October  1985,  the  United  States  Sentencing  Commission  was  cre- 
ated by  Congress  as  an  independent  agency  in  the  judicial  branch  of  the  federal  gov- 
ernment. In  the  broadest  terms,  the  Commission  is  responsible  for  developing  and 
monitoring  sentencing  policy  and  practices  for  the  federal  courts  and  for  assisting 
Congress  and  the  executive  branch  in  the  formation  of  effective  and  efficient  crime 
and  sentencing  policies.  The  Commission  promulgates  sentencing  guidelines,  subject 
to  congressional  review,  that  set  structured  parameters  for  the  appropriate  form  and 
severity  of  punishment  for  offenders  convicted  of  federal  crimes.  Equally  important, 
the  Commission  collects,  analyzes,  and  disseminates  a  broad  array  of  information 
on  the  sentences  meted  out  in  the  federal  courts.  This  information,  bolstered  by  the 
Commission's  analyses  and  research  studies,  is  used  by  policymakers  to  evaluate 
the  efficacy  of  current  sentencing  policy  and  develop  needed  improvements. 
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RESOURCES  REQUESTED 

The  Commission's  budget  request  for  fiscal  year  1997  is  for  $9,200,000,  up 
$700,000  (or  eight  percent)  from  the  allotment  under  the  fiscal  year  1996  continuing 
resolution.  Although  the  Commission  has  received  a  number  of  new  analytical  and 
rulemaking  assignments  from  Congress,  the  Commission  asks  for  no  additional 
staff.  We  are  continuing  to  find  more  efficient  ways  to  conduct  business  and  will  use 
the  savings  created  in  certain  operating  areas  to  produce  the  new  studies,  reports, 
and  actions  Congress  has  requested  related  to  money  laundering,  sex  crimes  against 
children,  cocaine,  telecommunications,  and  other  areas  of  sentencing.  Between  1995 
and  1997,  the  Commission  is  finding  ways  to  cut  costs  in  real  dollars  in  areas  such 
as  contracts  (by  nearly  50  percent),  supplies  and  materials  (by  40  percent),  and  fur- 
niture and  equipment  (by  more  than  50  percent). 

Much  of  our  requested  increase  ($367,000)  would  fund  cost-of-living,  tenure,  and 
merit  adjustments  for  existing  staff  to  continue  current  functions.  These  are  manda- 
tory adjustments  in  salaries  and  benefits. 

The  remainder  of  the  increase  ($333,000)  will  fund  guideline  assessment  and  sim- 
plification efforts  already  begun  (and  supported  during  fiscal  1996  with  no-year 
funds  remaining  from  a  previous  supplemental  and  our  start-up  appropriation). 
Since  1995,  the  Commission  has  been  engaged  in  a  comprehensive  and  systematic 
assessment  of  the  federal  sentencing  guideline  system,  moving  toward  an  ultimate 
goal  of  simplifying  and  improving  that  system.  The  assessment  effort  focuses  pri- 
marily on  objectively  measuring  current  practices  under  the  guidelines  and  examin- 
ing the  effectiveness  of  the  current  system  ($133,000  of  the  requested  increase). 
Simplification  incorporates  the  findings  resulting  from  assessment  and  proposes 
changes  to  the  current  system  that  would  make  guideline  application  easier  and 
more  efficient,  thereby  providing  other  improvements  to  the  administration  of  jus- 
tice at  the  federal  level  ($200,000  increase). 

The  Commission  believes  that,  as  a  result  of  this  concerted  effort,  long-term  sav- 
ings will  be  felt  at  all  levels  of  the  federal  criminal  justice  system  and  by  the  gen- 
eral public.  Savings  to  federal  prosecutorial  and  defender  services  should  accrue  due 
to  a  decrease  in  litigable  factors  considered  at  sentencing.  District  courts  should  ex- 
perience a  reduction  in  the  length  of  sentencing  hearings;  appellate  courts  should 
note  a  reduction  in  appealable  issues.  Additional  savings  for  probation  and  pretrial 
services  of  the  federal  courts  should  derive  from  more  clarity  and  less  complexity 
in  guideline  application  and  a  reduction  in  time  needed  to  prepare  presentence  in- 
vestigation reports.  The  Federal  Bureau  of  Prisons'  ability  to  maximize  resources  by 
targeting  potential  dangerous  offenders  should  be  enhanced.  Finally,  the  general 
public  will  realize  savings  through  more  cost  effective  use  of  resources  in  managing 
the  criminal  justice  system  and  will  experience  a  heightened  sense  of  security. 

JUSTIFICATION 

To  justify  our  appropriation  request,  I  will  begin  by  providing  a  brief  history  of 
the  sentencing  reform  effort. 
The  Federal  Sentencing  Reform  Effort 

The  federal  sentencing  system  in  place  before  the  Commission  existed  was  almost 
entirely  discretionary.  Choosing  a  sentence  for  those  convicted  of  federal  offenses 
was  left  to  the  discretion  of  federal  judges  and  essentially  was  ungoverned  by  law. 
Beyond  a  statutory  direction  limiting  the  maximum  sentence,  judges  had  the  discre- 
tion to  decide  what  factors  in  a  case  were  relevant  to  sentencing  and  how  such  fac- 
tors should  be  weighed. 

Congress  found  the  largely  unfettered  sentencing  discretion  that  characterized  the 
former  system  resulted  too  often  in  unacceptable  outcomes.  The  unwarranted  dis- 
parity problem  was  exacerbated  by  a  parole  system  that  incarcerated  some  offenders 
for  all  of  their  sentences  and  others  for  as  little  as  one-third;  this  often  led  to  judges 
trying  to  outguess  expected  parole  decisions?  In  addition,  a  substantial  percentage 
of  offenders  were  not  sentenced  to  prison  at  all.  The  result  was  that  with  disturbing 
regularity,  similar  offenders  who  committed  similar  offenses  received  and  served 
substantially  different  sentences.  And,  in  many  cases,  sentences  were  not  suffi- 
ciently punitive.  Congress  recognized  that  this  inconsistency  and  uncertainty  in  fed- 
eral sentencing  practices  was  incompatible  with  effective  crime  control. 

In  response  to  these  findings  and  persistent  concerns,  Congress  passed  the  Sen- 
tencing Reform  Act  as  part  of  the  Comprehensive  Crime  Control  Act  of  1984.  The 
Act  created  the  United  States  Sentencing  Commission  and  mandated  that  the  Com- 
mission design  sentencing  guidelines  to  bring  consistency  and  certainty  to  federal 
sentencing  law.  Although  a  number  of  factors  made  the  development  of  federal  sen- 
tencing guidelines  difficult,  the  Commission  accomplished  this  task  in  18  months, 
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and  the  guidelines  took  effect  in  November  1987,  after  the  requisite  six  months'  con- 
gressional review.  The  guidelines  and  the  Sentencing  Commission  withstood  con- 
stitutional challenges  with  the  Supreme  Court  decision  in  Mistretta  v.  United  btates, 
488  U.S.  362  (1989).  1W  ...i.  .        , 

Today's  federal  sentencing  system  is  very  different  from  the  inconsistent  and  un- 
certain system  in  place  before  the  Sentencing  Reform  Act.  It  is  a  structured  and 
tough  sentencing  system.  Under  the  guidelines,  sentencing  courts  are  directed  to 
evaluate  specific  enumerated  factors  grounded  in  experience  and  reason  and  to  en- 
gage in  appropriate  factfinding  to  determine  whether  these  factors  are  present  in 
each  case  If  they  are,  the  guidelines  and  Commission  policy  statements  provide  the 
court  with  substantial  guidance  as  to  how  these  factors  should  contribute  to  the  sen- 
tence This  structure  provides  fairness,  predictability,  and  appropriate  uniformity. 
In  addition,  the  guidelines  structure  allows  for  targeting  longer  sentences  to  espe- 
cially dangerous  or  recidivist  criminals.  In  1995,  over  38,000  convicted  defendants 
were  sentenced  in  federal  courts  under  the  sentencing  guidelines. 

The  structure  is  only  part  of  the  story.  The  guidelines  are  tough,  providing  appro- 
priately punitive  sentences  for  violent,  predatory,  and  other  dangerous  offenders, 
sentences  substantially  longer  than  those  meted  out  before  the  guidelines.  Studies 
have  shown,  for  example,  that  since  the  guidelines  have  been  in  place,  sentences 
for  drug  and  violent  offenders  have  increased  substantially.  In  addition,  the  Com- 
mission in  its  original  guidelines  specifically  raised  penalties  for  white  collar  of- 
fenses and  civil  rights  crimes,  including  police  brutality  offenses.  The  Commission 
determined  that  before  the  guidelines  sentences  for  these  classes  of  offenses  were 
simply  too  low  and  did  not  provide  sufficient  deterrence.  Also,  as  part  of  the  original 
guidelines,  the  Commission  developed  and  implemented  a  "three-strikes  provision 
that  ensured  penalties  near  the  statutory  maximum  for  serious  repeat  offenders. 
The  Commission's  Ongoing  Responsibilities 

In  recent  years,  the  Commission  has  shifted  its  focus  from  the  production  of 
guidelines  to  its  ongoing  statutory  duties.  These  include  monitoring  the  operation 
of  this  new  sentencing  system,  making  adjustments  as  directed  by  Congress  and  as 
experience  shows  necessary,  and  serving  as  an  important  resource  that,  together 
with  Congress  and  the  executive  branch,  can  ensure  that  the  country  has  effective 
crime  control  and  sentencing  policies.  To  fulfill  these  duties,  the  Commissions  work 
has  focused  on  several  areas.  . 

Guideline  Amendments.— Because  of  the  short  time  allotted  to  prepare  the  initial 
guidelines,  because  Congress  intended  the  guidelines  to  be  evolutionary,  and  be- 
cause Congress  subsequently  directed  the  Commission  to  address  certain  pressing 
crime  policy  issues,  the  Commission  has  promulgated  numerous  amendments  to  the 
sentencing  guidelines.  While  most  changes  have  been  of  a  technical  and  clarifying 
nature,  the  Commission  has  made  a  number  of  substantive  modifications  Ihese 
amendments  resolve  interpretive  conflicts  among  the  courts  respond  to  changing 
criminal  justice  priorities,  and  include  advancements  in  knowledge  surrounding  the 
criminal  justice  and  penal  systems. 

The  Advisory  Role  of  the  Commission  on  Federal  Crime  Policy.— To  fulfill  its  stat- 
utory mandate  to  advise  Congress  and  the  executive  branch  on  sentencing  policy, 
commissioners  and  staff  regularly  meet  and  speak  with  members  of  Congress,  con- 
gressional staff,  and  members  of  the  criminal  justice  community,  including  federal 
fudges  from  around  the  country  and  senior  officials  at  the  Department  of  Justice 
The  Commission  listens  to  the  concerns  of  policymakers  and  practitioners,  as  well 
as  responding  to  requests  for  statistical  information  and  sentencing  policy  analyses. 
Our  staff  conducts  continuing  research  and  policy  analysis  for  Congress  that  provide 
the  necessary  information  for  Members  to  act  on  an  informed  basis.  This  involves 
the  provision  of  legal  and  social  science  research  based  on  both  long  and  short-term 
projects  that  review  such  topics  as  fraud  and  violent  crimes  against  the  elderly,  hate 
crimes,  and  terrorism,  or  provide  comprehensive  reports  on  mandatory  minimum 
penalties,  maximum  statutory  penalties,  the  various  purposes  of  sentencing,  and 
evaluation  of  the  operation  of  the  guidelines  system. 

We  view  it  as  a  fundamental  part  of  our  mandate  to  be  an  independent,  non-par- 
tisan resource  to  Congress,  the  executive  branch,  and  the  judiciary.  With  regard  to 
Congress,  we  are  redoubling  our  efforts  to  provide  useful  and  timely  information 
and  analysis  on  the  broad  scope  of  crime  control  and  sentencing  policy  matters  and 
stand  ready  to  assist  members  of  this  committee  and  all  members  of  Congress  on 
issues  related  to  the  evaluation  and  formulation  of  crime  and  sentencing  policy. 

Monitoring.— To  provide  a  basis  upon  which  the  guidelines  and  the  federal  crimi- 
nal justice  process  can  be  analyzed  and  refined,  the  Commission  extensively  mon- 
itors the  way  the  guidelines  are  applied  within  the  federal  criminal  justice  system. 
The  Commission  receives  court  documents  on  every  federal  criminal  case  resulting 
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in  a  conviction — about  40,000  cases  every  year.  To  date,  the  Commission  has  re- 
ceived documents  on  approximately  250,000  cases  in  which  the  guidelines  have  been 
applied. 

An  extensive  data  collection  system  is  used  to  capture  the  most  pertinent  sentenc- 
ing information  from  these  cases,  including  statutory  information,  the  sentence  im- 
posed, and  a  variety  of  case-specific  data  (up  to  300  variables).  Additionally,  we  have 
instituted  an  appeals  database  to  similarly  collect  and  analyze  specific  issue  data 
relating  to  the  approximately  5,500  guideline  sentence  appeals  per  year.  For  the 
first  time,  accurate  sentencing  data  are  available  to  policymakers  concerned  about 
the  federal  administration  of  justice.  This  information  is  used  to  track  the  cases 
flowing  through  the  criminal  justice  system,  the  effectiveness  of  the  policies  in  place, 
and  the  way  the  guidelines  are  being  applied.  With  these  data,  the  Commission 
compiles  an  annual  report,  mandated  by  statute,  that  is  distributed  to  Congress,  the 
courts,  and  federal  agencies.  This  report  gives  a  thorough  and  complete  picture  of 
the  year's  work  of  the  federal  criminal  justice  system,  and  is  used  extensively  by 
the  various  components  of  the  federal  criminal  justice  system  (e.g.,  judges,  prosecu- 
tors, defense  attorneys,  probation  officers)  to  monitor  their  own  practices  under  the 
guidelines. 

For  example,  the  attached  chart  was  compiled  from  our  database  and  shows  the 
percentage  of  each  type  of  crime  category  sentenced  in  the  federal  system  in  fiscal 
year  1995.  The  chart  shows  that  drug  sentencings  accounted  for  the  largest  part  of 
the  federal  docket,  followed  by  fraud,  immigration,  and  firearms  offenses.  This  chart 
is  an  example  of  how  the  Commission's  data  can  be  used  to  evaluate  how  federal 
enforcement  dollars  are  being  spent.  We  can  break  down  our  data  by  a  host  of  dif- 
ferent variables  to  provide  a  more  targeted  look  at  various  parts  of  the  federal  crimi- 
nal justice  system.  For  example,  we  often  provide  members  of  Congress  and  federal 
judges  with  information  comparing  their  districts  to  the  national  picture.  These  data 
provide  a  quick  look  at  the  crime  mix  and  use  of  prosecutorial  and  investigative  re- 
sources in  the  district.  The  Commission's  staff  also  provides  more  sophisticated 
analyses,  and,  as  part  of  our  statutory  mandate,  we  conduct  both  short-  and  long- 
term  research  bearing  on  crime  policy. 

Training. — To  ensure  that  the  guidelines  work  as  intended,  the  Commission  staff 
conducts  training  and  information  sessions  across  the  country.  From  the  period  im- 
mediately prior  to  the  initial  guidelines  becoming  law,  the  Commission  has  led  or 
participated  in  hundreds  of  training  sessions  involving  more  than  25,000  judges, 
probation  officers,  attorneys,  and  other  criminal  justice  professionals.  The  Commis- 
sion also  has  developed  a  sophisticated  computer  software  program,  known  as 
ASSYST,  to  help  probation  officers  and  other  practitioners  apply  the  guidelines.  Fi- 
nally, the  Commission  operates  a  hotline  service  to  provide  technical  assistance  to 
judges,  prosecutors,  defense  attorneys,  and  probation  officers. 

The  Commission's  Immediate  Agenda. — While  many  in  Congress  and  the  criminal 
justice  community  believe  the  guidelines  have  contributed  substantially  to  a  more 
effective  justice  system,  the  guidelines  have  been  the  subject  of  significant  criticism. 
Much  of  that  criticism  has  stemmed  from  the  fact  that  sentences  under  the  guide- 
lines are  more  consistent  and  tougher  than  sentences  under  the  discretionary 
preguidelines  system.  Some  of  the  criticism  may  be  discounted  because  tough  sen- 
tences for  dangerous  offenders  play  a  critical  role  in  crime  prevention. 

Other  criticism  has  focused  on  the  perceived  rigidity  and  complexity  of  the  guide- 
lines and  the  cost  of  implementing  the  guidelines  both  in  terms  of  court  resources 
and  the  resources  spent  by  prosecutors  and  defense  attorneys  on  sentencing  issues 
under  the  guidelines  system.  The  Commission  is  addressing  these  criticisms  as  well 
as  our  ongoing  responsibilities  through  a  straightforward  agenda.  This  four-point 
initiative  involves  (1)  continued  fulfillment  of  the  Commission's  statutory  respon- 
sibilities, (2)  evaluation  of  problem  areas  within  the  sentencing  guidelines  system 
after  the  first  eight  years,  (3)  simplification  of  the  guidelines,  and  (4)  organizational 
assessment.  We  have  already  begun  work  on  these  initiatives  and  expect  to  com- 
plete many  of  the  actions  in  fiscal  1997  and  1998. 

First  and  foremost,  the  Commission  will  continue  to  meet  its  statutory  respon- 
sibilities of  advising  Congress,  the  executive  branch,  and  the  judiciary  on  crime  pol- 
icy matters.  We  will  amend  the  guidelines  as  necessary,  advise  Congress  as  re- 
quested, and  continue  monitoring  application  of  the  guidelines  in  order  to  make  ap- 
propriate modifications.  We  plan  to  continue  our  statutory  assignments  to  conduct 
substantive  crime  policy  research,  train  members  of  the  court  family  on  guideline 
application,  and  serve  as  a  clearinghouse  on  sentencing  issues. 

The  Commission's  workload  in  1996  and  1997  will  be  affected  significantly  by  a 
number  of  legislative  initiatives  that  have  recently  been  signed  into  law  or  are  likely 
to  be  signed  into  law  this  year.  The  provisions  that  require  Commission  action  and 
have  already  become  law  include: 
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— A  child  pornography  bill,  signed  into  law  in  December  1995.  This  directs  the 
Commission  to  make  changes  in  the  guidelines  applicable  to  child  pornography 
offenses  and  to  prepare  a  report  analyzing  the  adequacy  of  current  sentences. 
— The  telecommunications  bill,  signed  into  law  in  February  1996.  This  creates  a 
new  criminal  violation  relating  to  the  transmission  of  indecent  material  on  com- 
puter networks.  The  Commission  has  a  statutory  obligation  to  create  a  sentenc- 
ing structure  for  this  new  offense. 
— Crack  cocaine  and  money  laundering.  The  Commission  is  under  a  statutory 
mandate  to  present  to  Congress  recommended  changes  to  federal  cocaine  sen- 
tencing policy  and,  together  with  the  Department  of  Justice,  to  present  rec- 
ommended changes  to  sentencing  policy  for  money  laundering  offenses. 
The  bills  that  have  a  significant  likelihood  of  becoming  law  and  will  affect  the 
Commission's  workload  include: 
— Immigration  bills.  Bills  before  the  House  and  Senate  contain  detailed  directives 
to  the  Commission  to  analyze  and  increase  penalties  for  different  classes  of  im- 
migration offenders.  The  legislation  also  would  create  a  number  of  new  immi- 
gration offenses  and  alter  statutory  penalties  for  existing  offenses.  Implement- 
ing these  provisions  will  require  significant  Commission  analysis  and  guideline 
amendments. 
— A  terrorism  bill.  The  pending  legislation  contains  many  changes  to  sentencing 
policy  and  creates  several  new  substantive  offenses.  As  with  the  immigration 
bill,  implementation  of  this  bill  will  require  significant  Commission  analysis  as 
well  as  guideline  amendments. 
— A  mandatory  restitution  bill.  This  legislation,  already  passed  in  both  the  House 
and  Senate  in  different  forms,  mandates  restitution  in  federal  criminal  cases. 
The  Senate  bill  directs  the  Commission  to  undertake  an  analysis  and  to  create 
new  guidelines  for  community  restitution  in  drug  cases.  Either  version  will  re- 
quire Commission  action  on  guideline  amendments. 
— A  prison  escape  bill.  This  bill,  passed  by  the  House,  raises  the  statutory  pen- 
alties for  prison  escape  offenses.  The  Committee  report  accompanying  the  bill 
indicates  that  the  Judiciary  Committee  expects  the  Commission  to  promulgate 
guideline  amendments  to  enhance  the  current  penalty  structure  for  prison  es- 
cape offenses. 
— A  juvenile  justice  initiative.  Legislation  is  currently  being  drafted  that  may  im- 
pact the  federal  criminal  justice  response  to  juvenile  crime  and  require  Commis- 
sion action. 
In  addition,  a  host  of  other  bills,  including  some  already  passed  in  at  least  one 
chamber,  could  be  enacted  and  thereby  increase  the  Commission's  workload.  These 
include  the  Contract  with  America  crime  bills,  proposed  legislation  to  increase  drug 
offense  sentences,  and  proposed  legislation  raising  penalties  for  violent  crimes  with 
unusually  young  or  old  victims. 

Second,  as  previously  mentioned,  the  Commission  is  in  the  midst  of  a  program 
to  provide  a  comprehensive  assessment  of  how  the  guidelines  are  working.  The  first 
portion  of  this  assessment,  supporting  guideline  simplification  actions,  has  already 
begun  and  will  be  in  the  final  phase  in  fiscal  1997.  No  additional  resources  are  re- 
quested to  support  those  efforts.  The  assessment  focus  will  shift  in  1997  to  a  second 
component;  that  is,  assessing  whether  the  current  guidelines  are  having  the  effects 
contemplated  by  the  Sentencing  Reform  Act.  Evaluation  and  assessment  of  the  effi- 
cacy of  the  guideline  system  as  outlined  in  the  Act  is  critical  to  congressional  under- 
standing and  decisionmaking  on  federal  sentencing  practices.  Never  envisioned  as 
a  static  system,  the  guidelines  must  adapt  to  changing  needs  related  to  criminal  ac- 
tivities, the  public's  concern  about  the  extent  and  magnitude  of  those  activities,  and 
resources  available  to  administer  an  effective  sentencing  process.  The  three  studies 
envisioned  as  part  of  the  second  component  of  the  assessment  will  address  these 
concerns  and  important  questions  related  to  the  success  of  the  federal  sentencing 
guidelines.  The  first  study  examines  the  impact  of  the  sentencing  guidelines  on 
prosecutorial  practices  and  discretion;  the  second  studies  the  appellate  process;  and 
the  third  looks  at  overall  sentencing  procedures  in  the  federal  courts. 

This  broad  look  at  whether  the  guidelines  are  accomplishing  what  the  Sentencing 
Reform  Act  intended  requires  a  primary  data  collection  effort  in  fiscal  year  1997. 
Very  little  data  are  collected  by  the  Department  of  Justice  that  would  address  ques- 
tions of  concern  to  Congress  related  to  prosecutorial  practices,  such  as  a  shift  in  dis- 
cretion from  the  court  to  the  prosecutor.  While  preliminary  numbers  and  anecdotal 
information  suggest  this  may  be  occurring,  no  data  provide  information  about  charg- 
ing and  plea  practices  that  would  answer  the  question.  Specifically,  some  courts 
voice  concerns  about  the  types  of  cases  that  come  to  their  districts  but  do  not  reach 
other  district  courts.  This  raises  questions  about  the  decisionmaking  process  that 
leads  some  prosecutors  to  charge  certain  cases  in  federal  court  while  others  go  to 
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the  state  courts  for  prosecution,  and  about  whether  similar  prosecutorial  practices 
regarding  federal/state  prosecutions  exist  in  different  districts. 

Appellate  review  represents  one  of  the  major  shifts  in  federal  sentencing  policy 
resulting  from  the  Sentencing  Reform  Act,  allowing  for  the  first  time  an  ability  for 
the  defense  or  the  prosecution  to  appeal  a  sentence.  The  Commission  collects  infor- 
mation related  to  cases  on  appeal;  that  is,  information  on  developing  case  law  as 
represented  by  written  opinions  from  the  courts  of  appeals  and  quantitative  infor- 
mation included  in  documents  provided  by  courts.  Some  questions,  however,  cannot 
be  addressed  based  on  this  information.  For  example,  information  about  the  impact 
of  this  appeals  process  on  the  workload  of  appellate  courts  cannot  be  determined 
from  available  data,  yet  this  information  is  critical  to  determining  whether  the  new 
system  is  working  and  whether  its  costs  outweigh  the  benefits. 

Critics  have  argued  that  sentencing  guidelines  require  additional  considerations 
that  unduly  complicate  and  extend  the  sentencing  process.  However,  no  available 
data  provide  a  foundation  for  testing  whether  or  not  this  criticism  is  warranted.  In 
addition,  no  systematic  study  has  examined  whether  efficiencies  could  be  incor- 
porated within  the  sentencing  process  that  might  eliminate  the  need  for  extended 
sentencing  hearings.  Before  questions  related  to  how  well  the  sentencing  guidelines 
are  working  can  be  answered,  information  about  sentencing  procedures  must  go  be- 
yond the  anecdotal  and  examine  the  broader  questions  of  whether  enhancements  in 
justice  outweigh  the  time  required  to  sentence  federal  offenders,  whether  improving 
the  process  might  increase  efficiency,  or  whether  increased  burdens  on  the  courts 
outweigh  benefits  accruing  from  a  guideline  system.  The  Commission  seeks  a  one- 
time addition  of  $133,000  to  its  budget  for  the  assessment  program. 

Third,  in  light  of  the  criticisms  surrounding  the  rigidity  and  complexity  of  the 
guidelines,  the  Commission  has  embarked  on  a  project  to  explore  simplifying  the 
guidelines,  and  plans  to  use  the  work  of  the  assessment  project  to  examine  sim- 
plification options.  During  fiscal  year  1996,  the  Commission  is  looking  at  whether 
improvements  and  simplification  of  the  system  could  lead  to  important  cost  savings 
and  enhanced  justice.  For  the  most  part,  these  initial  efforts  will  conclude  during 
fiscal  1997,  and  a  number  of  subsequent  activities  required  to  implement  simplifica- 
tion will  begin.  The  Commission  is  looking  closely  at  the  way  state  sentencing  com- 
missions have  tackled  some  of  the  thornier  guideline  issues  and  is  working  with  the 
Criminal  Law  Committee  of  the  Judicial  Conference,  the  Criminal  Division  of  the 
Department  of  Justice,  the  Attorney  General's  Advisory  Committee,  and  others,  in- 
cluding defense  attorneys  and  probation  officers,  to  examine  several  different  ap- 
proaches. The  Commission  plans  to  solicit  comment  from  the  judiciary,  the  Con- 
gress, criminal  justice  practitioners,  and  the  public. 

In  addition  to  publishing  for  public  comment  proposed  revisions  to  the  guideline 
system,  the  Commission  plans  to  field  test  possible  revisions  in  several  sites.  Fed- 
eral probation  officers,  using  real  cases  from  their  districts,  will  apply  the  proposed 
revisions  to  see  whether  the  changes  work  for  everyday  cases  and  whether  justice 
in  fact  has  been  enhanced.  These  field  tests  would  occur  in  five  to  six  sites  during 
fiscal  year  1997.  The  site  selection  would  draw  from  small,  medium,  and  large  dis- 
tricts, different  regions  of  the  country,  and  varied  offense-type  caseloads. 

An  important  aspect  of  any  reform  effort  is  to  establish  an  evaluation  process  that 
can  answer  questions  about  the  effectiveness  of  the  reform.  The  Commission  will 
test  the  impact  of  any  changes  it  makes  through  a  special  data  collection  effort, 
called  an  intensive  study  sample,  that  gathers  data  prior  to  reform  implementation 
and  provides  a  mechanism  to  collect  the  data  after  reform.  The  intensive  study  sam- 
ple will  serve  multiple  purposes:  it  will  become  part  of  the  prosecutorial  practices 
and  discretion  study;  it  will  provide  a  rich  data  source  for  special  studies  under- 
taken by  the  Commission,  generally  at  the  request  of  Congress;  it  will  highlight  po- 
tential problem  areas  of  the  guidelines  at  early  stages  of  development;  and,  it  will 
form  the  basis  of  the  evaluation  of  any  proposed  changes  to  the  guideline  system. 

As  part  of  a  reform  effort  that  anticipates  some  major  changes,  the  Commission 
recognizes  its  obligation  to  keep  judges  and  practitioners  informed  and  knowledge- 
able about  the  guidelines  and  contemplates  a  national  training  program  that  con- 
sists primarily  of  a  "train-the  trainer"  approach.  The  training  program  would  consist 
of  two  or  three  national  seminars  with  representatives  from  each  district  participat- 
ing. These  representatives  would  study  and  learn  the  enhancements  to  the  current 
system  and  be  responsible  for  training  other  practitioners  in  their  districts.  This 
training  approach  worked  successfully  with  the  implementation  of  the  original 
guidelines  and  should  prove  to  be  a  cost-effective  approach  for  educating  court  prac- 
titioners on  these  reforms. 

We  also  anticipate  that  guideline  simplification  will  require  some  redesign  and  re- 
programming  of  the  computerized  sentence  monitoring  system.  The  Commission  is 
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requesting  an  increase  of  $200,000  to  cover  the  costs  of  field  tests,  data  collection, 
education,  and  software  updating  related  to  its  guideline  simplification  efforts. 

In  the  fourth  point  of  our  initiative,  we  are  taking  a  hard  look  at  the  Commis- 
sion's organizational  structure  and  use  of  advanced  technology  to  ensure  that  the 
Commission's  own  resources  are  being  put  to  the  best  and  most  efficient  use  as  we 
enter  this  new  phase  in  guideline  sentencing.  Savings  from  these  efforts  are  being 
used  to  avoid  increased  budget  requests  based  on  recent  and  anticipated  congres- 
sional directives. 

CONCLUSION 

Overall,  we  believe  the  guidelines  and  the  Commission  have  brought  about  three 
positive  changes  in  the  federal  criminal  justice  system.  First,  the  system  is  more 
honest.  With  the  abolition  of  parole,  there  is  truth  in  sentencing  for  the  first  time 
in  the  federal  courts.  Second,  the  system  generally  is  more  consistent,  tougher,  and 
fairer.  Similar  defendants  who  commit  similar  crimes  are  now  sentenced  in  a  simi- 
lar manner.  And  third,  the  system  is  more  effective.  The  certainty  by  which  punish- 
ment is  imposed  under  the  guidelines  will  provide  increased  deterrence  to  future 
criminal  conduct.  In  sum,  the  federal  sentencing  process  has  successfully  undergone 
the  first  stages  of  sweeping  reform  Congress  envisioned. 

We  are  requesting  sufficient  funds  to  continue  to  perform  our  statutory  functions 
in  the  face  of  many  new  assignments  from  Congress.  We  have  taken  a  tough  look 
at  ways  we  can  save  money  and  used  those  actions  to  reduce  spending  in  several 
areas.  We  are  asking  for  a  small  but  necessary  increase  in  funding  to  make  signifi- 
cant improvements  in  the  guideline  system.  We  fully  anticipate  that  these  improve- 
ments will  result  in  enhanced,  more  effective  criminal  justice  efforts  and  savings 
throughout  the  system  involved  in  administering  sentencing  and  crime  control  poli- 
cies. 

Thank  you  for  your  time  and  attention  to  our  request.  If  I  can  be  of  any  further 
assistance,  I  am  available  at  your  convenience. 


Prepared  Statement  of  Dominick  L.  DiCarlo,  Chief  Judge,  U.S.  Court  of 
International  Trade 

Mr.  Chairman,  Members  of  the  Committee:  The  Court's  budget  request  for  fiscal 
year  1997  is  $11,114,000,  which  is  $255,000  or  approximately  two  percent  more 
than  the  $10,859,000  provided  in  three  Continuing  Resolutions  for  fiscal  year  1996. 
The  overall  increase  of  $255,000  is  made  up  of  "Mandatory  Adjustments  to  Base  and 
Built-in  Changes"  as  follows:  $214,000  is  requested  for  pay  and  benefit  cost  adjust- 
ments for  judicial  officers  and  court  personnel;  $14,000  is  requested  for  other  man- 
datory changes,  including  increases  in  postage,  printing,  and  lawbooks;  and  $27,000 
is  requested  for  inflationary  cost  increases  in  travel,  transportation  of  things,  com- 
munications and  utilities,  other  services,  supplies,  equipment  and  furniture. 

I  would  like  to  emphasize  that  the  Court  will  continue,  as  it  has  in  the  past,  to 
conserve  its  financial  resources  through  sound  and  prudent  personnel  and  fiscal 
management  practices. 

The  Court's  "General  Statement  and  Information"  and  "Justification  of  Changes", 
which  provide  more  detailed  descriptions  of  each  line  item  adjustment,  have  been 
submitted  previously.  If  the  Committee  requires  any  additional  information,  we  will 
be  pleased  to  submit  it. 

INCREASES  IN  BANKRUPTCY  FILINGS 

Senator  GREGG.  Thank  you.  I  think  we  all  recognize  that  in  order 
for  the  criminal  justice  system  to  work — and  the  American  people 
are  demanding  that  it  work  and  that  it  work  more  aggressively 
than  it  has  in  the  past — that  it  involves  a  sequence  of  steps.  You 
have  the  people  on  the  street  in  law  enforcement;  you  have  your 
prosecutors;  you  have  your  court  system;  and  you  have  your  prison 
systems.  And  if  you  create  a  bottleneck  at  any  one  point,  you  end 
up  undermining  the  entire  system,  and  I  believe  that  Congress  has 
recognized  that  fact  in  the  last  year  or  so  by  committing  itself  to 
the  judicial  branch  and  giving  you  folks  fairly  significant  increases 
and  maintaining  your  budget  independent  of  the  budget  battles 
which  we  have  had  here,  and  we  will  certainly  attempt  to  do  that 
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in  this  budget  cycle,  but  we  do  have  to  justify  in  competition  with 
other  accounts  what  is  a  fairly  significant  request  that  you  have 
made  for  an  increase. 

And  so,  in  that  context,  I  have  got  a  few  questions.  For  example, 
in  the  bankruptcy  area,  is  this  not  pretty  much  a  cyclical  event? 
I  mean,  do  bankruptcy  requests  not  go  up  and  they  go  down;  they 
go  up  and  they  go  down?  And  when  they  went  up  last  time,  which 
was  in  the  early  nineties — I  think  1992-93,  or  maybe  it  was  1991- 
92,  bankruptcy  numbers  went  up.  Did  you  adjust  back  down  when 
they  came  back  down? 

Mr.  Arnold.  Yes,  sir,  we  did.  And,  in  fact,  we  let  go — I  think  the 
number  is  247  deputy  clerks  from  bankruptcy  courts.  There  was  a 
downturn  in  filings,  and  it  was,  I  believe,  in  1994.  And  we  did  at 
that  time  for  the  first  time  in  the  history  of  our  branch  actually  lay 
people  off.  Some  of  them  got  jobs  elsewhere  in  the  judicial  branch, 
some  of  them  did  not.  But  we  did  reduce  our  bankruptcy  deputy 
clerk  roster  to  take  account  of  the  downturn. 

Senator  Gregg.  And  would  there  be  an  understanding  that  if  we 
were  to  fund  an  increase  at  this  time  because  the  caseloads  are 
going  back  up  that  when  we  have  the  cyclical  economic  events  that 
bring  them  back  down  that  there  would  be  another  reduction  in  the 
overhead  and  the  administrative  costs? 

Mr.  Arnold.  Yes,  sir,  absolutely.  I  might  say  that  we  have  a  sort 
of  economic  model  that  we  use  which  is  computerized.  It  attempts 
to  predict  what  the  bankruptcy  filings  are  going  to  be.  It  is,  of 
course,  imperfect,  but  we  do  our  best  at  predicting  what  these  cy- 
cles, as  you  put  it  correctly,  would  be.  And  if  the  cycle  goes  down 
again,  we  certainly  will  report  that  and  are  prepared  to  take  appro- 
priate action  in  terms  of  reducing  our  own  personnel. 

PAROLE  COMMISSION 

Senator  GREGG.  Now,  on  another  issue,  on  the  Parole  Commis- 
sion, it  is  a  small  account,  but  we  have  been  assuming  that  it  is 
going  to  be  disappearing,  and  you  folks  seem  to  be  presuming  it  is 
going  to  keep  going. 

Mr.  Arnold.  Well,  the  Parole  Commission  is  part  of  the  Justice 
Department,  and  there  have  been  proposals  to  transfer  their  work 
to  the  judicial  branch.  The  Justice  Department  and  we  both  believe 
that  that  is  not  a  good  idea,  that  the  work  of  the  Parole  Commis- 
sion should  remain  in  the  Department  of  Justice,  because  they  are 
used  to  it;  they  know  how  to  do  it.  It  certainly  is  true  that  the  work 
is  decreasing,  because  there  are  fewer  and  fewer  people  from  pre- 
1987  sentences  who  are  still  on  parole.  But  it  is  not  clear  to  us  how 
the  costs — I  assume  the  issue  is  how  to  reduce  the  costs  as  much 
as  possible.  It  is  not  clear  to  us  how  the  costs  will  be  reduced  by 
transferring  the  Parole  Commission  function  to  the  judicial  branch. 

Senator  GREGG.  So,  you  do  not  have  any  recommendations  in 
that  area? 

Mr.  Arnold.  Our  recommendation  is  that  if  it  is  phased  out,  that 
it  remain  a  function  of  the  Department  of  Justice. 


148 

STAFFING  INCREASES 

Senator  GREGG.  Now,  to  what  extent  have  the  number  of  admin- 
istrative personnel  increased  in  relationship  to  the  caseload  in- 
crease? 

Mr.  Arnold.  If  I  may,  I  would  like  Mr.  Mecham  to  answer  that 
question. 

Mr.  MECHAM.  This  is  on  the  Fine  Center? 

Senator  GREGG.  General  overall  administrative  personnel,  how 
much  is  that  increased  in  relationship  to  the  caseload  over  the  last 
few  years.  In  other  words,  has  your  administrative  personnel  been 
going  up  faster,  slower? 

Mr.  Mecham.  Are  you  talking  about  the  Administrative  Office  of 
the  entire  judiciary? 

Senator  GREGG.  Right,  yes,  administrative  costs,  administrative 
personnel,  actually  head  count. 

Mr.  Mecham.  The  actual  head  count  of  the  Administrative  Office 
has  been  going  down.  We  have  an  authorized  strength  of  685  peo- 
ple. We  are  significantly  below  that  now. 

Senator  GREGG.  No;  not  just  the  core  people;  I  am  talking  about 
throughout  the  system. 

Mr.  Mecham.  Throughout  the  system,  we  have  added  about 
1,180  people  over  the  last  4  years.  This  year,  there  is  a  request  for 
an  additional  increase  in  those  areas  where  there  has  particularly 
been  an  increase  in  workload.  This  would  be  bankruptcy  especially. 
It  would  also  be  in  probation  and  some  modest  increases  in  the  dis- 
trict courts.  So  the  answer  in  summary  is  that  there  has  been  an 
increase.  It  has  been  geared  to  workload  formulas.  In  those  areas 
where  workload  has  been  down  as  was  the  case  of  the  major  drop 
in  bankruptcy  several  years  ago,  for  example,  I  think  we  actually 
reduced  approximately  800  FTE's  in  bankruptcy  due  to  the  sharp 
decline  in  filings  then.  Now,  since  January  1995,  the  filings  have 
been  going  up  again,  as  Judge  Arnold  pointed  out.  And  by  March 
of  this  year,  there  was  a  tremendous  monthly  leap,  so  it  appears 
we  may  have  underestimated  the  full  staffing  and  financial  needs 
for  bankruptcy.  We  think  we  are  pretty  close  to  being  right  on  in 
the  rest  of  the  budget. 

Senator  GREGG.  Do  you  have  a  percentage  relationship  of  the 
number  of  people  you  have  added  in  your  district  courts  to  the 
number  of  cases  that  the  district  courts  have  been  handling? 

Mr.  Arnold.  We  have  a  workload  measurement  formula,  which 
is — well,  let  me  be  more  directly  responsive.  Certainly,  there  is 
such  a  relationship,  and  we  will  get  the  details  for  you  on  that. 

[The  information  follows:] 

From  1991  to  1995  positions  have  increased  10  percent  while  caseload  has  in- 
creased 14  percent  in  the  district  courts.  The  attached  chart  also  shows  how  closely 
changes  in  the  number  of  non-chambers  staff  relate  to  changes  in  the  caseload  in 
the  district  courts.  This  relationship  generally  occurs  because  staffing  formulas  are 
used  to  determine  the  staffing  needs  for  most  of  the  court  units  in  the  judiciary. 
As  mentioned  during  the  hearings,  these  staffing  formulas  are  used  in  the  District 
Courts,  the  Bankruptcy  Courts,  the  Probation  and  Pretrial  Offices  and  the  Courts 
of  Appeals. 

There  may  be  occasions  when  the  relationship  between  caseload  and  positions 
may  not  be  as  strong.  For  instance,  while  the  formulas  are  used  to  determine  the 
staffing  levels  required,  if  these  requirements  are  not  funded  in  one  year  but,  based 
on  the  formulas,  are  still  needed  in  the  next  year,  the  Judiciary  would  again  request 
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the  previously  unfunded  positions  even  if  caseload  did  not  increase  in  the  next  budg- 
et year. 

However,  despite  these  situations,  due  to  the  use  of  stringent  staffing  formulas, 
there  tends  to  be  a  definite  relationship  between  caseload  and  staffing  in  the  district 
courts. 

Actual  Positions*  Versus  Actual  Caseload 
U.S.  District  Courts 


|  m  Positions  -»  Caseload  *] 

*  End  of  Year  Positions  FTE 

Mr.  Arnold.  But  if  I  could  explain  how  we  compute  the  numbers 
of  staff  people  that  we  think  we  need,  we  have  workload  measure- 
ment formulas  for  the  various  types  of  courts:  the  trial  courts, 
courts  of  appeals,  the  bankruptcy  courts,  and  the  probation  offices, 
which  are  district  court  employees.  Those  formulas  are  supposed  to 
tell  you  how  many  people  are  needed  to  handle  a  certain  workload. 
For  example,  in  the  courts  of  appeals,  we  are  supposed  to  have  one 
deputy  clerk  for  each  75  notices  of  appeal  that  are  filed.  So,  our  re- 
quest for  personnel  is  keyed  directly  to  the  amount  of  workload 
that  we  think  we  are  going  to  have.  But  we  are  not  asking  and 
have  not  asked  for  a  number  of  years  for  100  percent  of  that  work- 
load measurement  formula.  We  are  asking  this  year  for  enough 
people  to  come  up  to  84  percent  of  the  workload  measurement  for- 
mula, because,  to  be  quite  honest,  we  think  that  the  world  will  not 
end  if  we  just  get  84  percent. 

But  may  I  ask  Judge  Panner  if  he  has  a  comment  on  that,  Mr. 
Chairman? 

Judge  Panner.  Just  one  or  two.  We  were  talking  about  measur- 
ing the  bankruptcy  load  according  to  the  number  of  cases.  I  was 
going  to  add  to  what  Judge  Arnold  has  already  just  said,  and  that 
is  that  in  every  branch,  every  area  of  the  judiciary  now,  we  are 
doing  that.  We  are  measuring  it  and  holding  it  down.  What  has 
happened  in  the  last  10  years  under  Judge  Arnold's  leadership  as 
chairman  of  this  budget  committee  and  Ralph  Mecham's  as  head 
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of  the  Administrative  Office  is  that  things  are  occurring  to  save 
money  in  the  judiciary  that  20  years  ago,  judges  would  have  ridden 
us  out  of  town  on  a  rail  for  doing. 

There  are  amazing  things  that  are  happening.  I  have  been  privi- 
leged to  be  on  the  economy  subcommittee,  and  the  Administrative 
Office  is  highly  efficient.  For  example,  their  budget  is  less  than  2 
percent  of  the  judiciary's  budget— this  is  the  Administrative  Office. 
The  FBI's  administrative  budget  is  4.7  percent  of  their  appropria- 
tion; INS,  7.6  percent;  DEA  9  percent.  So,  our  Administrative  Of- 
fice is  doing  a  great  job,  and  because  of  that,  we  on  the  economy 
subcommittee  and  the  budget  committee  are  able  to  effect  continu- 
ing changes  in  the  ways  we  handle  space,  buildings,  every  aspect 
of  the  judiciary. 

Senator  Gregg.  Thank  you. 

Do  you  have  some  questions? 

Senator  Hollings.  Yes. 

Judge  Panner,  you  like  me  refer  to  Ralph  Mecham,  and  I  have 
been  on  this  committee  for  years,  and  I  see  this  thing  that  says  Le- 
onidas.  [Laughter.] 

I  just  wondered  whether  we  had  a  Greek  like  Olympia  Snowe  or 
Paul  Sarbanes.  Have  they  gotten  on  this  subcommittee?  What  is 
this  Leonidas? 

Mr.  Mecham.  Well,  when  Senator  Gregg  became  chairman,  I  dis- 
covered one  of  his  top  staff  people  was  of  Greek  extraction.  [Laugh- 
ter.] 

And  I  decided  I  should  immediately  adopt  my  Spartan  king  name 
and 

Senator  Hollings.  You  ought  to  run  for  the  Senate.  You  are 
doing  great.  [Laughter.] 

FEE  CARRYOVER 

Judge  Arnold,  the  chairman  and  I  held  out— and  I  think  it  is 
needed— we  were  $30  million  above  the  House  on  this  past  budget. 
And  now,  you  are  coming  in  and  asking  for  again  an  increase,  and 
I  see  in  the  tables  there,  you  have  set  up  a  reserve.  How  do  we  ex- 
plain a  reserve  fund?  Judge  Panner  is  smiling.  Is  he  the  chairman 
of  the  reserve  subcommittee? 

Judge  Panner.  Well,  I  think  Judge  Arnold  should 

Mr.  Arnold.  Well,  let  me  take  a  stab  at  it  if  I  may,  Senator. 

Senator  HOLLINGS.  Yes,  sir. 

Mr.  Arnold.  We  have  fee  revenues  every  year  that  are  not  ap- 
propriated funds,  80  percent  of  which  come  from  bankruptcy  cases. 
We  also  have  civil  filing  fees.  If  you  file  a  lawsuit,  you  have  to  pay 
a  filing  fee  of  $120;  $60  of  that  goes  into  the  General  Treasury,  and 
$60  of  it  by  statute  goes  directly  to  us,  and  that  is  no-year  money. 
We  are  authorized  to  spend  it  and  to  carry  it  over  from  year  to  year 
to  the  extent  that  it  is  unexpended. 

So,  every  year,  at  different  stages  of  the  budget  cycle,  when  we 
make  our  reports  and  have  our  communications  with  your  staff,  we 
tell  them  what  in  our  opinion  is  that  accumulated  amount  of  fee 
revenue  at  any  given  time,  and  we  did  so  at  the  time  that  the  con- 
ference committee  met.  When  it  came  time  to  write  our  financial 
plan  for  fiscal  year  1996,  which  is— we  call  it  the  spending  plan; 
it  is  our  plan  for  spending  the  money  that  Congress  has  appro- 
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priated  to  us.  After  satisfying  the  most  pressing  needs,  we  found 
that  we  had  enough  money  for  a  $40  million  reserve.  That  is  pro- 
duced by  the  fee  revenue.  And  we  communicated  that  fact,  along 
with  the  other  details  of  our  financial  plan,  to  the  Congress  on  both 
sides  through  the  subcommittee  staff. 

We  constantly  reexamine  those  numbers,  because  we  know  it  is 
important  to  you  when  you  fix  the  level  of  appropriations  to  know 
what  other  funds  are  available  to  us.  And  just  yesterday,  I  was 
given  the  latest  information  on  this  subject,  which  is  after  6 
months  of  fiscal  year  1996,  we  now  estimate  that  we  have  carry- 
over money — that  is  to  say  money  that  would  be  available  unex- 
pended at  the  year  of  fiscal  year  1996 — we  are  now  estimating  that 
at  $91.7  million.  And  I  think  that  this  is  good  news,  because  it  in- 
dicates to  this  committee  the  extent  to  which  your  burden  of  weigh- 
ing our  priorities  against  your  other  accounts  and  trying  to  find  ap- 
propriated money  can  be  reduced. 

ARTICLE  III  JUDGESHIP  VACANCIES 

Senator  Rollings.  Well,  good;  our  counterparts  from  the  House 
side  are  bound  to  ask  the  chairman,  and  it  helps  us  justify  it. 

With  respect  to  vacancies,  when  you  make  your  request,  how 
many  vacancies  do  we  have  now,  and  how  many  in  your  1997  re- 
quest do  you  expect  vacancies  in  the  1997  fiscal  year? 

Mr.  Arnold.  We  have  53  vacancies  now  in  article  III  judgeships, 
and  there  are,  if  I  recall  correctly,  22  nominations  pending,  and  we 
are  advised  by  the  Justice  Department  that  they  have  identified 
candidates  for  most  of  the  other  positions.  So,  one  of  the  things  we 
have  to  do  in  computing  our  proper  budget  request  is  to  make  a 
guess — or  I  guess  the  better  word  would  be  estimate — as  to  how 
many  judgeships  will  be  vacant  at  any  given  point,  and  now,  we 
are  estimating  40  vacancies  at  the  end  of  fiscal  year  1997. 

But  as  with  all  of  the  other  things  we  do,  these  estimates  being 
so  far  in  advance  often  turn  out  to  be  inexact,  and  so,  we  make  it 
a  practice  to  communicate  with  you  all  periodically  so  that  we  give 
you  at  the  time  of  markup  the  most  up-to-date  information  that  we 
have  on  what  we  think  the  vacancies  will  look  like. 

national  fine  center 

Senator  Hollings.  With  respect  to  the  National  Fine  Center, 
maybe  Mr.  Mecham  could  answer  that,  because  it  has  become  con- 
troversial. In  fact,  you  folks  have  recommended  that  it  be  trans- 
ferred, if  I  remember  correctly,  to  the  Department  of  Justice.  What 
is  the  controversy? 

Mr.  Mecham.  Well,  the  controversy  basically  is  that  we  were  pro- 
vided with  a  function  to  help  the  Justice  Department  in  doing  their 
work,  and  it  has  proved  to  be  very  difficult  administratively  to  do 
it.  And  the  target  keeps  changing  at  what  they  want  to  have  us  do. 
And  so,  we  worked  particularly  with  Senator  McCain  and  Senator 
Dorgan,  who  have  a  specialized  interest  in  this.  There  have  been 
two  or  three  hearings.  The  Judicial  Conference  of  the  United  States 
has  strongly  urged  for  some  time  that  the  center  ought  to  be  in  the 
hands  of  the  Justice  Department,  where  fine  collection  really  falls 
within  their  purview  and  their  responsibility,  and  moreover,  they 
have   collecting   authority   through   U.S.    attorneys   to   collect   the 
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funds.  The  feeling  is  that  the  judicial  branch  ought  not  to  be  doing 
the  prosecutorial  branch's  function  and  that  there  are  also  some 
policy  questions  about  the  workability  of  a  National  Fine  Center. 

So,  working  with  Senator  McCain  and  Senator  Dorgan — and  with 
the  Justice  Department,  I  might  add — we  have  retained  the  serv- 
ices of  Coopers  &  Lybrand  to  make  a  study  of  this  to  determine 
whether  it  is  workable,  whether  it  is  not,  and  where  it  ought  to  be 
housed.  They  are  supposed  to  come  up  with  their  answer  by  the 
end  of  June.  I  think  they  have  had  some  preliminary  meetings  with 
Justice,  with  us  and  with  Senator  McCain  and  his  staff  and  Sen- 
ator Dorgan.  So,  we  hope  that  is  what  comes  of  this;  I  do  not  know 
what  Coopers  &  Lybrand  will  decide.  But  in  the  meantime,  there 
is  a  time  out  and  review  until  that  study  is  completed. 

Senator  Hollings.  But  as  far  as  you  are  concerned,  it  is  just  as 
well  that  they  transfer  it? 

Mr.  Mecham.  Yes;  that  would  be  our  strong  policy  view. 

Senator  Hollings.  Financially,  is  it  in  the  budget?  Off-budget? 
Has  it  got  too  much  money?  You  got  a  reserve  over  there  too? 

Mr.  Mecham.  Well,  we  were  authorized  to  spend  substantially 
more  than  we  have  spent.  We  have  spent,  I  guess,  something  on 
the  order  of  $11  million.  We  have  additional  funds  that  are  avail- 
able, but  frankly,  we  are  not  sure  that  they  would  be  spent  wisely. 
We  have  deliberately  slowed  this  down  after  moving  ahead  quite 
quickly  over  a  period  of  a  couple  years  until  we  could  get  the  an- 
swers from  Coopers  &  Lybrand. 

POSTCONVICTION  DEFENDER  ORGANIZATIONS 

Senator  HOLLINGS.  Very  good,  sir.  On  postconviction  defender  or- 
ganizations, these  attorneys  working  with  the  postconviction  de- 
fender organization  itself,  necessarily  are  paid — like  you  and  me, 
we  do  not  have  the  luxury  of  billable  hours.  And  now,  they  have 
come  to  transfer  that  to  the  private  sector  and  let  the  private  attor- 
neys, and  then,  the  court  comes  around  and  gives  them  the  money 
on  billable  hours.  That  there  is  a  cancer  in  law  practice  as  far  as 
I  am  concerned;  you  begin  to  work  for  yourself  and  not  your  client. 
What  about  that  on  the  postconviction  defender  organizations? 
They  abolished  them  on  the  House  side. 

Mr.  Mecham.  I  think  Judge  Arnold  is  the  prophet  on  that. 

Mr.  Arnold.  The  postconviction  defender  organizations  have 
been  phased  out,  Senator. 

Senator  HOLLINGS.  How  about  seeing  them  back  in,  yes? 

Mr.  Arnold.  Well,  we  were  not  in  favor  of  their  being  phased 
out. 

Senator  HOLLINGS.  That  is  what  I  thought. 

Mr.  Arnold.  But  the  Congress  did  phase  them  out,  and  that  is 
that.  The  work  is  being  transferred  in  two  main  ways.  Some  of  the 
work  is  being  done  by  private  attorneys,  as  you  indicate,  people  we 
call  panel  attorneys,  who  get  paid  by  the  hour  under  the  Criminal 
Justice  Act.  Other  parts  of  the  work  are  being  done  by  Federal  pub- 
lic defenders'  offices. 
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NINTH  CIRCUIT  CONFIGURATION 


Senator  Hollings.  Not  from  a  political  but  from  a  judicial  stand- 
point, that  ninth  judicial  circuit;  if  you  were  king  for  a  day,  would 
you  divide  it  or  leave  it  alone? 

Mr.  Arnold.  I  wonder  if  the  Senator  would  allow  me  not  to  an- 
swer that  question.  [Laughter.] 

Senator  Hollings.  I  did  not  know  whether  or  not  you  folks  in 
the  conference  had  an  opinion  about  it  at  all. 

Mr.  Arnold.  We  have  individual  opinions.  The  Judicial  Con- 
ference has  not  taken  any  position,  and  since  they  are  my  client, 
I  feel  like  I  ought  to  do  the  same. 

Senator  Hollings.  I  understand,  yes,  sir. 

Thank  you  very  much,  Mr.  Chairman.  We  have  got  that  rollcall. 
The  five  bells  are  going  to  ring  in  a  minute. 

Senator  Gregg.  I  think  it  has  just  started. 

IMPACT  OF  BUDGET  FREEZE 

I  just  have  one  additional  question:  if  you  could,  quickly  summa- 
rize what  the  effect  of  a  freeze  on  your  budget  would  be. 

Mr.  Arnold.  It  would  be  a  tremendous  detriment  to  the  adminis- 
tration of  justice  because  of  the  effect  on  the  public.  I  am  not  talk- 
ing about  the  effect  on  the  judges;  the  judges  are  fine.  We  are  not 
complaining;  we  have  good  jobs,  and  we  have  good  places  to  work, 
and  we  like  it.  So,  I  am  not  here  pleading  for  judges  or  for  judicial 
staff.  I  am  pleading  for  the  public,  because  a  freeze  would  mean 
that  their  civil  lawsuits,  first  of  all,  get  crowded  out,  because  we 
have  to  give  priority  to  the  criminal  business.  And  if  we  are  not 
able  to  handle  that  business  expeditiously,  the  effect  is  that  civil 
cases  just  do  not  get  tried.  And,  in  fact,  we  have  had  that  experi- 
ence in  some  districts,  Mr.  Chairman,  where  the  criminal  caseload 
is  so  heavy  that  the  civil  cases  get  crowded  out. 

So,  the  effect  is  delay.  People's  cases  will  still  be  decided,  because 
we  have  no  discretion  about  that.  We  have  to  decide  every  case 
that  is  filed.  But  there  would  be  a  tremendous  amount  of  delay, 
and  that  can  be  critical,  especially  to  businesspeople  and  to  credi- 
tors in  bankruptcy,  who  need  prompt  justice. 

Mr.  Mecham.  In  addition,  I  guess,  Mr.  Chairman,  in  the  proba- 
tion area,  there  would  probably  be  a  number  of  offenders  out  of 
prison  who  might  not  be  supervised  properly,  might  not  get  drug 
testing,  who  might  not  get  the  other  requirements  that  they  have, 
because  7,000  of  our  28,000  employees  are  in  probation  and  pretrial 
services.  They  actually  supervise  more  people  than  there  are  in  the 
Federal  penitentiaries. 

Senator  Hollings.  Judge  Arnold,  I  wondered  whether  my  col- 
league was  running  for  reelection  until  now.  [Laughter.] 

Senator  Bumpers.  That  is  a  little  subtle  for  most  people,  Judge 
Arnold. 

Mr.  Arnold.  Senator,  I  think  Senator  Bumpers  knows  he  has  my 
vote.  [Laughter.] 

He  got  me  my  job. 

Senator  Gregg.  Senator  Bumpers,  I  guess  we  have  a  vote  on. 
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Senator  Bumpers.  I  just  wanted  to  put  in  an  appearance  and  let 
Judge  Arnold  know  that  I  was  here.  Whatever  he  wants  is  what 
I  want. 

Senator  Gregg.  Well,  I  think  he  probably  wants  to  leave. 
[Laughter.] 

So,  we  will  let  him. 

Mr.  MECHAM.  Mr.  Chairman,  may  I  offer  this  on  the  impact  of 
a  freeze  for  the  record? 

[The  information  follows:] 

Impact  of  a  Hard  Freeze  in  Fiscal  Year  1997  Appropriations  on  the  Judiciary 

GENERAL 

The  fiscal  year  1997  budget  request  for  the  judiciary  totals  approximately  $3.5  bil- 
lion, which  is  $419  million  over  the  fiscal  year  1996  level.  On  the  surface,  it  appears 
that  the  judiciary  is  requesting  a  large  increase  for  fiscal  year  1997,  but  in  real 
terms  the  request  is  limited  to  only  three  percent  above  current  levels  of  operations. 
Over  seventy-five  percent  of  the  increase  ($328  million)  provides  funding  for  infla- 
tion and  other  uncontrollable  adjustments  needed  to  pay  judicial  officers,  staff  to 
manage  current  workload,  and  restoration  of  the  judiciary's  direct  appropriation 
base  to  provide  direct  appropriations  for  programs  that  were  partially  funded  in  fis- 
cal year  1996  from  fee  balances.  Less  than  twenty-five  percent  ($91  million)  is  to 
respond  to  the  most  urgent  workload  demands  and  improve  programs. 

The  judiciary  has  identified  savings  that  will  carry  forward  into  fiscal  year  1996, 
helping  to  offset  our  fiscal  year  1997  appropriation  needs.  However,  the  availability 
of  these  funds  will  not  completely  offset  the  funds  needed  to  maintain  the  current 
level  of  services  in  fiscal  year  1997  if  the  appropriation  is  frozen  at  the  fiscal  year 
1996  level. 

Action  to  restrict  fiscal  year  1997  appropriations  to  fiscal  year  1996  appropria- 
tions levels  would  have  the  gravest  possible  impact  on  the  citizens  of  the  United 
States  that  rely  on  the  judiciary.  A  freeze  would  severely  reduce  current  levels  of 
operations  and  would  frustrate  the  judiciary's  ability  to  comply  with  its  constitu- 
tional mandate.  The  courts  must  hear  cases  put  before  them.  Unlike  many  other 
federal  agencies,  the  courts  cannot  control  the  workload  to  which  they  must  re- 
spond, and  in  many  instances  the  rate  at  which  work  must  be  completed  is  defined 
by  law,  e.g.,  the  Speedy  Trial  Act  and  the  Civil  Justice  Reform  Act. 

If  fiscal  year  1997  appropriations  are  frozen  at  fiscal  year  1996  levels,  the  judici- 
ary will  simply  be  unable  to  respond  to  its  workload  in  a  timely  fashion.  In  some 
cases  defendants  could  be  set  free  if  the  judiciary  cannot  comply  with  provisions  of 
the  Speedy  Trial  Act,  in  other  cases  the  economy  will  be  disrupted  as  bankruptcy 
proceedings  go  unsettled,  and  larger  numbers  of  offenders  will  go  unsupervised  pos- 
ing a  threat  to  the  public  safety. 

SALARIES  AND  EXPENSES 

In  the  Salaries  and  Expenses  account,  the  largest  account  which  provides  for  Ap- 
pellate Courts,  District  Courts,  Bankruptcy  Courts  and  Probation  and  Pretrial  Serv- 
ices, a  freeze  would  require  the  reduction  of  approximately  2,500  positions  below  the 
current  level,  or  over  15  percent  of  court  support  staff  (exclusive  of  judges  staff).  In 
addition,  as  workload  in  the  courts  increases,  no  additional  funds  would  be  provided 
to  allow  the  courts  to  keep  up  with  the  increasing  workload.  An  additional  $30  mil- 
lion over  the  current  services  level  would  be  required  in  fiscal  year  1997  to  provide 
the  necessary  staffing  to  provide  the  same  level  of  services  as  is  being  provided  in 
fiscal  year  1996. 

The  fiscal  year  1996  appropriated  level  would  fall  far  short,  $160  million,  of  sup- 
porting a  fiscal  year  1997  current  services  level  and  the  base  adjustments  for  the 
uncontrollable  costs  of  inflation,  space  rental,  pay  increases,  etc.  Sixty-three  percent 
of  the  Salaries  and  Expenses  budget  is  directed  to  salaries  and  benefits.  An  addi- 
tional 20  percent  is  for  rent  and  other  utilities  which,  in  the  short  run,  are  uncon- 
trollable. The  remaining  17  percent  provides  for  all  other  expenses  of  the  judiciary, 
including  travel,  contracts,  automation,  supplies  and  equipment.  Again,  not  much 
room  exists  in  these  areas  to  achieve  significant  savings.  As  a  result,  funding  for 
mandatory  costs  would  have  to  be  absorbed  by  drastically  reducing  personnel.  Fund- 
ing at  levels  drastically  below  the  current  services  level  would  require  reductions 
in  personnel,  undoubtedly  resulting  in  involuntary  separations  or  furloughs. 
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Probation  and  Pretrial  Services 

Probation  officers  would  be  reduced  by  600  positions,  bringing  the  level  to  70  per- 
cent of  staffing  needed  to  handle  anticipated  workload  in  fiscal  year  1997.  Because 
of  statutorily  mandated  requirements  for  investigations  and  reports,  these  staffing 
reductions  would  significantly  reduce  the  amount  of  time  probation  officers  spend 
on  supervision  of  offenders  released  by  the  courts  and  the  Bureau  of  Prisons. 

These  reductions  in  the  number  of  probation  officers  would  exacerbate  already  in- 
adequate staffing  levels,  to  the  detriment  of  both  the  safety  of  these  law  enforce- 
ment officers  and  the  public  in  general.  It  is  the  responsibility  of  probation  and  pre- 
trial services  officers  to  monitor  the  conduct  of  persons  under  their  supervision, 
which  includes  visiting  offenders  in  their  homes.  Officers  are  frequently  required  to 
enter  dangerous  neighborhoods  and  buildings.  Without  adequate  support  and  equip- 
ment, the  safety  of  officers  would  be  at  risk. 

With  only  about  70  percent  of  the  required  staff  available,  offenders  could  not  be 
seen  in  the  community  as  frequently  as  necessary.  While  probation  staff  would  con- 
tinue to  prioritize  their  offender  contacts,  monitoring  fully  the  most  dangerous  of- 
fenders and  those  at  the  highest  risk  for  recidivism,  compliance  monitoring  of  other 
offenders  would  be  expected  to  decline.  Consequences  would  include  impaired  detec- 
tion of  substance  abuse,  reduced  ability  to  intervene  at  early  signs  of  trouble,  and 
potentially,  an  increase  in  criminal  behavior.  In  sum,  it  would  be  more  difficult  to 
control  an  increasingly  high-risk  population  under  supervision  and  provide  deter- 
rence, thereby  increasing  the  potential  danger  to  third  parties  and  the  public  at 
large. 

The  result  would  be  a  lack  of  attention  to  offenders  in  the  community.  This  places 
the  public's  safety  at  stake.  More  than  400  studies  conducted  show  conclusive  evi- 
dence that  appropriate  supervision  in  the  community  reduces  recidivism  by  detect- 
ing early  signs  of  trouble,  such  as  drug  use  with  its  great  potential  for  violent  crimi- 
nal activity. 

Testing  and  treatment  of  drug  dependent  offenders  would  be  reduced,  terminating 
offenders  prematurely,  thus  increasing  the  likelihood  that  they  will  return  to  drug 
use  and  perhaps  crime. 

Pretrial  services  officers  would  be  unable  to  provide  supervision  to  defendants, 
forcing  the  reduction  in  the  use  of  alternatives  to  detention.  This  increases  the  po- 
tential danger  to  the  community  with  high-risk  defendants  being  released  without 
special  conditions  or  further  exacerbating  the  overcrowding  of  prisons  with  defend- 
ants awaiting  trial. 

Bankruptcy  Courts 

More  citizens  of  this  country  come  into  contact  with  the  Federal  courts  by  virtue 
of  their  involvement  in  bankruptcy  proceedings  as  debtors,  creditors,  or  litigants 
than  any  other  segment  of  the  Federal  Judiciary.  A  hard  freeze  in  funding  for  bank- 
ruptcy courts  would  result  in  significant  delays  in  proceedings,  decreasing  services 
to  the  public  and  bar,  and  adversely  impacting  the  public  and  our  economy  in  the 
form  of  higher  costs  of  borrowing  and  possible  loss  of  property. 

Staffing  in  bankruptcy  courts  would  have  to  be  reduced  by  1,300  positions  below 
the  level  requested  to  meet  anticipated  workload  in  fiscal  year  1997  and  approxi- 
mately 800  positions  below  the  fiscal  year  1996  level.  This  would  result  in  staffing 
at  70  percent  of  staffing  formula,  instead  of  the  current  84  percent.  A  reduction  of 
this  magnitude  would  require  a  reduction  in  force,  and  have  a  highly  detrimental 
effect  on  processing  of  bankruptcy  cases,  particularly  since  filings  have  increased 
significantly  faster  than  projected  in  recent  months. 
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Bankruptcy  Filings  (000) 
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For  the  first  seven  months  of  fiscal  year  1996,  filings  increased  approximately  25 
percent  over  the  same  period  last  year.  It  is  anticipated  that  bankruptcy  filings  will 
continue  to  grow  through  1998  and,  that  based  on  the  latest  projections,  bankruptcy 
filings  will  increase  by  almost  35  percent  between  1995  and  1998.  Freezing  fiscal 
year  1997  appropriations  at  the  fiscal  year  1996  appropriations  would  result  in  more 
than  a  25  percent  reduction  in  staffing  during  this  one  year  at  a  time  when  work- 
load is  exploding. 

Severe  staff  shortages  in  the  clerks'  offices  would  result  in  delaying  solvency  for 
debtors  and  payments  to  creditors.  Notices  to  creditors  could  not  be  sent  in  a  timely 
manner,  and  our  citizens  would  be  denied  a  "fresh  start."  Additionally,  the  average 
discharge  of  the  debtor,  which  is  currently  135  days  after  filing  would  be  delayed 
significantly.  As  a  result,  payments  to  trustees  and  attorneys  would  be  delayed  and 
the  costs  related  to  bankruptcy  proceedings  would  increase  substantially. 

District  Courts 

Restricting  funding  for  the  Judiciary  at  the  fiscal  year  1996  level  would  disrupt 
significantly  the  district  courts'  ability  to  process  cases.  A  freeze  would  put  district 
courts  at  70  percent  of  required  staffing  to  process  1997  workload,  and  would  neces- 
sitate a  reduction  of  approximately  790  positions  below  the  current  allotments. 

Historically,  the  lowest  rate  the  district  courts  have  been  staffed  at  was  79  per- 
cent of  the  fiscal  year  1993  requirement  which  resulted  in:  reduced  hours  of  public 
access;  reduced  courtroom  deputy  support  to  judges  thereby  limiting  available  trial 
time  and  increased  backlogs  in  pending  cases;  and  delayed  docketing  of  orders  and 
judgements  allowing  additional  time  to  file  appeals  which  ultimately  results  in  in- 
creased workload. 

A  reduction  to  70  percent  of  the  required  staffing  level  would  have  drastic  results. 

By  way  of  example,  if  cuts  were  taken  in  a  specific  functional  area,  it  could  result 

in  consequences  such  as  those  listed  below: 

— two-thirds  of  all  courtroom  deputies  (or  all  courtroom  deputies  for  Magistrate 

Judges,  Senior  Judges  and  approximately  300  active  Article  III  judges)  being 

left  vacant;  or 

— all  prisoner  petitions  and  40  percent  of  all  other  civil  filings  would  be  date 

stamped  and  boxed  up,  but  would  not  be  processed;  or 
— administrative  tasks  (PC  support,  Criminal  Justice  Act  (CJA)  voucher  process- 
ing, checks  disbursed,  naturalization  oaths,  attorney  admissions,  grand  and 
petit  juror  support)  would  not  be  performed.  For  example,  this  means  that  if 
no  CJA  vouchers  are  processed,  no  payment  could  be  made  to  panel  attorneys, 
and  since  no  checks  would  be  disbursed  without  supporting  staff,  no  travel 
could  be  reimbursed,  and  procurements  would  cease,  or 
— reductions  in  court  interpreter  positions  would  have  the  cumulative  effect  of  de- 
laying approximately  6,300  court  proceedings,  or 
— reductions  in  funding  for  court  reporters  to  support  judicial  officers  would  result 
in  deferring  47,200  hours  of  court  proceedings  or  approximately  3,800  trials 
until  staff  or  funding  became  available  to  provide  reporting  services. 
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DEFENDER  SERVICES 

The  request  for  Defender  Services  totals  $318.9  million,  an  increase  of  $51.6  mil- 
lion over  the  fiscal  year  1996  level.  Almost  all  of  the  requested  increase  (98  percent) 
is  required  to  maintain  the  current  level  of  services. 

The  Constitution  guarantees  financially  eligible  defendants  the  right  to  counsel  in 
federal  criminal  proceedings.  A  freeze  in  funding  for  the  Defender  Services  Program 
would  result  in  the  suspension  of  payments  to  private  panel  attorneys  at  some  time 
during  the  fiscal  year,  currently  estimated  to  occur  about  the  end  of  April.  Private 
attorneys  cannot  be  expected  to  provide  constitutionally  mandated  services  in  com- 
plicated federal  criminal  cases  without  compensation.  If  counsel  could  not  be  found, 
Criminal  Justice  Act  cases  would  be  delayed.  Limitations  imposed  by  the  Speedy 
Trial  Act  may  be  exceeded  and  criminal  defendants  could  be  released,  possibly  to 
the  detriment  of  public  safety. 

FEES  OF  JURORS  AND  COMMISSIONERS 

The  request  of  $68.1  million  for  the  Fees  of  Jurors  and  Commissioners  appropria- 
tion provides  $9.1  million  for  inflationary  adjustments  and  projected  increase  in  the 
number  of  juror  days. 

Without  adequate  funding,  it  is  estimated  that  civil  jury  trials  would  cease  by  the 
end  of  May,  because  funds  would  be  focused  on  providing  juries  for  criminal  trials. 
Previous  experience  has  shown,  however,  that  the  unavailability  of  civil  jury  trials 
is  constitutionally  unacceptable  to  some  Judicial  Officers. 

COURT  SECURITY 

The  Court  Security  request  is  for  $131.9  million  and  includes  $21.3  million  in  ad- 
justments to  base  and  $8.6  million  in  resources  for  workload  increases  and  improve- 
ments in  services.  If  the  Court  Security  appropriation  was  limited  to  the  fiscal  year 
1996  level  of  $102  million,  it  would  not  only  eliminate  enhancements  to  the  pro- 
gram, but  would  seriously  cut  into  the  current  services  provided. 

The  following  would  result  from  elimination  of  enhancements  included  in  the  fis- 
cal year  1997  request: 
— 99  additional  Court  Security  Officer  positions  intended  for  new  facilities  open- 
ing in  fiscal  year  1997  would  not  be  filled.  Without  adequate  security  for  judi- 
cial officers,  many  of  the  new  facilities  could  not  be  occupied  and  would  sit  va- 
cant. 
— Planned  installations  of  enhanced  security  equipment,  including  interior  video 
surveillance  and  systems  needed  to  detect  explosives  would  not  be  possible,  de- 
spite the  evidence  of  terrorism  being  directed  toward  courthouses  and  other 
Federal  buildings. 
— Administrative  support  positions  needed  to  meet  increased  demands  would  not 
be  filled.  Necessary  on-site  inspections  by  physical  security  specialists  and  work 
related  to  building  design  and  construction  would  be  delayed;  contract  audits 
would  not  be  possible,  resulting  in  decreased  economy  and  efficiency;  and  time- 
ly, thorough  and  accurate  procurement  services  would  suffer. 
Even  more  serious  than  the  impact  of  elimination  of  these  enhancements,  would 
be  the  impact  on  current  services.  A  freeze  would  reverse  the  positive  effect  that 
the  fiscal  year  1995  Supplemental  had  on  improving  security  at  court  houses.  The 
result  of  these  cuts  into  the  Court  Security  base  would  be  the  elimination  of  532 
Court  Security  Officer  positions,  or  approximately  20  percent  of  the  existing  staff. 
This  would  seriously  jeopardize  security  at  judicial  facilities  across  the  country.  For 
the  judiciary  to  fulfill  its  Constitutional  responsibilities  in  today's  world,  judicial  of- 
ficers and  judicial  facilities  need  to  be  provided  with  adequate  security.  Elimination 
of  532  Court  Security  Officers  would  likely  result  in  closing  facilities  that  could  not 
be  protected  and  reducing  the  hours  of  operations  of  the  courts. 

COURT  OF  APPEALS  FOR  THE  FEDERAL  CIRCUIT 

The  Court  of  Appeals  for  the  Federal  Circuit's  fiscal  year  1997  budget  request  of 
$15,978,000  includes  $725,000  for  mandatory/uncontrollable  expenses  and  $965,000 
for  workload  increases  and  improvements  in  services. 

If  the  Federal  Circuit  does  not  receive  full  funding  of  its  fiscal  year  1997  request 
it  will  be  unable  to  hire  the  law  clerks  and  support  staff  it  needs.  The  law  clerk 
staffing  for  an  active  judge's  chambers  will  remain  at  2  law  clerks,  which  is  well 
below  the  law  clerk  staffing  of  3  (or  4)  authorized  by  the  Judicial  Conference  of  the 
U.S.  for  all  other  active  circuit  court  judges.  A  3rd  chambers  law  clerk  for  the  active 
judges  is  essential  to  the  quality  and  timeliness  of  dispositions  of  this  court's  case- 
load. The  Federal  Circuit's  non-legal  support  staff  has  always  been  relatively  small 
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compared  to  other  circuit  courts.  The  modest  requested  increase  in  these  staff  posi- 
tions, primarily  to  provide  support  for  computer  and  technological  equipment  and 
services,  will  be  less  costly  than  relying  on  outside  consultants  and  will  improve  the 
efficiency  of  this  court's  clerk's  office,  library  and  administrative  services  office. 

ADMINISTRATIVE  OFFICE 

The  Administrative  Office  (AO)  is  responsible  for  the  direction,  policy,  and  man- 
agement of  judiciary- wide  programs  and  efforts,  and  for  the  staff  support  to  the  Ju- 
dicial Conference  and  its  committees.  Its  principal  functions  include:  formulation  of 
policy  and  procedures  which  support  the  judicial  functions  of  judges  and  courts;  leg- 
islative and  legal  support;  human  resources  and  statistical  data  management;  finan- 
cial management;  information  resources  management;  and  procurement  and  facili- 
ties management. 

As  a  result  of  the  fiscal  year  1996  appropriation  being  frozen  at  the  fiscal  year 
1995  level,  the  AO  absorbed  requested  adjustments  to  base  for  personnel  compensa- 
tion and  benefits  increases.  To  accommodate  this  lower  funding  level,  the  AO  contin- 
ued its  hiring  freeze  which  will  result  in  a  staff  reduction  of  an  estimated  28  posi- 
tions below  the  fiscal  year  1995  level. 

If  the  fiscal  year  1997  budget  request  is  held  to  the  fiscal  year  1996  appropriated 
level,  the  AO  will  again  be  forced  to  absorb  adjustments  to  base  for  personnel  com- 
pensation and  benefit  increases  and  take  drastic  steps  to  reduce  staffing  by  114  po- 
sitions in  addition  to  the  reduction  of  28  in  fiscal  year  1996.  This  results  in  a  total 
reduction  of  142  positions  below  the  fiscal  year  1995  level,  or  a  reduction  of  21  per- 
cent in  AO  staffing.  The  impact  of  this  reduction  is  compounded  by  the  fact  that 
judiciary  workload  and  staffing  will  increase  over  the  same  period  while  the  ratio 
of  AO  to  judiciary  personnel  will  decrease  dramatically.  In  1995,  one  AO  position 
supported  41  court  personnel.  A  freeze  would  result  in  one  AO  position  supporting 
fifty-eight  court  personnel,  an  increase  of  over  40  percent.  In  order  to  respond  to 
a  freeze  in  fiscal  year  1997  the  AO  would  be  forced  to  use  a  combination  of  involun- 
tary separations  and  furloughs. 

Fiscal  year  1997  staffing  levels  need  to  be  restored  to  at  least  fiscal  year  1995 
levels,  if  the  AO  is  to  provide  the  support  the  Judicial  Conference  and  the  courts 
require.  Without  this  funding,  it  would  be  necessary  to  severely  cut  back  or  elimi- 
nate many  current  AO  functions  that  support  the  courts  and  foster  long-term  sav- 
ings, including: 
— acquisition  of  a  replacement  court  financial  management  and  personnel  system 

would  have  to  be  delayed, 
— activities  involving  economy  and  efficiency  efforts  that  have  previously  identi- 
fied $750  million  in  judiciary-wide  cost  savings  and  avoidances  would  be  re- 
duced, 
— court  reviews  to  assess  and  improve  daily  operations  and  procedures  would  be 

dramatically  curtailed, 
— court  personnel,  payroll,  and  retirement  actions  could  not  be  processed  in  a 
timely  manner,  and  accuracy  would  be  diminished;  significant  delays  in  imple- 
mentation of  statutory  changes  would  result,   actions  to  institute  enhanced 
space  management  practices  and  reduced  space  rental  costs  in  the  courts  could 
not  be  aggressively  pursued  as  recommended  by  the  Judicial  Conference  at  its 
March  1996  session, 
— development  of  more  efficient  work  practices  through  the  Judiciary  Methods 
Analysis  Program  to  help  courts  cope  with  reduced  resources  would  be  cur- 
tailed, 
— oversight  and  direction  of  nationwide  law  enforcement  activities  would  be  ad- 
versely affected  including:  responsibility  for  over  6,000  probation  and  pretrial 
services  personnel  and  the  90,000  offenders  and  30,000  pretrial  defendants 
under  their  supervision;  responsibility  for  management  of  national  contracts  for 
drug  testing  and  electronic  monitoring;  and  oversight  and  support  of  the  federal 
defender  services  program,  which  provides  representation  in  over  80,000  cases 
for  defendants  who  otherwise  cannot  afford  counsel. 
The  Administrative  Office  plays  a  critical  role  in  the  administration  of  the  federal 
courts,  thus  freeing  up  judges'  time  to  do  that  which  they  do  best — interpret  the  law 
and  solve  disputes.  The  AO  directly  supports  over  2,000  judicial  officers  and  ap- 
proximately 26,000  supporting  personnel.  The  funding  required  to  maintain  staffing 
at  the  same  level  that  existed  in  fiscal  year  1995  would  be  more  than  offset  by  the 
savings  resulting  from  continuation  of  the  projects  listed  above. 
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FEDERAL  JUDICIAL  CENTER 

The  Center's  appropriation  has  declined  from  $18,895,000  in  fiscal  1992  to 
$17,914,000  in  1996.  This  decline  of  5  percent  represents  a  spending  power  reduc- 
tion of  approximately  $5,000,000  or  26  percent.  To  offset  these  reductions  while  in- 
creasing services  to  an  expanding  judicial  system,  the  Center  has  increased  its  use 
of  non-travel  educational  technologies,  and  in  1996,  reduced  its  workforce  by  10  per- 
cent. The  Federal  Judicial  Center  is,  however,  at  the  limits  of  its  ability  to  sustain 
education,  training,  and  research  programs  with  a  declining  appropriation.  A  fiscal 
1997  appropriation  equal  to  the  fiscal  1996  level  would  further  reduce  program 
funds  by  another  5  percent  in  order  to  meet  inflation  and  other  uncontrollable  cost 
increases.  With  such  an  appropriation  in  fiscal  1997,  the  Center  could  not  provide 
orientation  and  training  to  many  of  the  650  probation  and  pretrial  services  officers 
that  the  courts  expect  to  add  in  1996  and  1997  and  could  not  conduct  several  experi- 
mental, extended  video  seminars  for  judges  and  court  personnel,  without  some  com- 
bination of  further  staff  reductions  and  curtailment  of  specialized  education  and 
training  programs  for  both  judges  and  court  personnel  at  a  time  when  courts  are 
understaffed  and  face  extraordinary  and  unusual  litigation. 

U.S.  COURT  OF  INTERNATIONAL  TRADE 

If  the  Court  of  International  Trade  does  not  receive  the  fiscal  year  1997  requested 
increase,  the  impact  will  be  felt  in  the  areas  of  Court  security,  travel,  and  automa- 
tion. 

One  of  the  four  Court  Security  Officer  positions  would  be  eliminated  which  could 
jeopardize  security  at  a  time  when  federal  courts  are  a  target  for  terrorists. 

Since  the  Court  of  International  Trade  is  a  national  court,  travel  would  be  af- 
fected. Therefore,  judicial  proceedings  held  at  outport  locations  would  have  to  be 
curtailed  significantly. 

The  necessary  upgrading  of  computer  hardware  as  well  as  software  support  for 
automated  electronic  docketing  and  the  Court's  new  Integrated  Case  Management 
System  would  be  delayed. 

U.S.  SENTENCING  COMMISSION 

The  United  States  Sentencing  Commission  is  responsible  for  developing  and  mon- 
itoring sentencing  policy  and  practices  for  the  federal  courts  and  for  assisting  the 
Congress  and  Executive  Branch  in  developing  crime  policy  that  uses  federal  crime 
resources  in  an  effective  and  efficient  manner.  In  the  last  few  years,  the  Commis- 
sion has  reacted  to  decreased  funding  by  finding  ways  to  save  money,  specifically 
in  controllable  areas  like  contracts,  furniture,  equipment,  and  supplies.  By  employ- 
ing tough  cost-saving  measures,  we  have  been  able  to  use  these  savings  to  produce 
the  new  studies,  reports,  and  analyses  on  sentencing  matters  the  Congress  has  re- 
quested without  additional  staff  or  considerable  increased  resources. 

The  request  for  fiscal  year  1997  is  $9.2  million,  an  increase  of  $700,000  over  the 
fiscal  year  1996  level.  If  the  fiscal  year  1997  budget  request  is  not  fully  funded,  the 
Commission  will  have  difficulty  funding  mandatory  adjustments  in  salaries  and  ben- 
efits for  current  staff.  Moreover,  the  Commission  may  be  required  to  scale  back  its 
comprehensive  assessment  of  the  federal  guideline  system,  thereby  reducing  and  de- 
laying the  expected  benefits  of  its  guideline  simplification  project.  Additionally,  the 
Commission  will  not  be  able  to  implement  as  expeditiously,  specific  guideline 
amendment  directives  likely  to  be  enacted  in  pending  crime  legislation,  including  di- 
rectives in  the  terrorism  bill,  the  illegal  immigration  bill,  bills  governing  escape  of- 
fenses and  vulnerable  victims  of  violent  crime,  and  other  legislation  under  consider- 
ation. Further,  review  and  revision  of  the  guideline  and  statutory  offenses  governing 
cocaine  offenses,  as  directed  by  Congress  in  Public  Law  104-38,  may  be  further  de- 
layed from  the  1996-1997  timetable  the  Commission  has  planned. 

VIOLENT  CRIME  REDUCTION  TRUST  FUND 

The  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994  (Crime  Bill)  created 
the  Violent  Crime  Reduction  Trust  Fund.  The  judiciary  was  authorized  to  be  appro- 
priated $35  million  in  fiscal  year  1997  from  this  trust  fund  to  help  meet  the  in- 
creased demands  that  Act  imposes  on  the  judiciary  and  the  fiscal  year  1997  budget 
requests  this  amount.  An  amount  of  $30  million  was  appropriated  in  fiscal  year 
1996. 

The  workload  of  the  judiciary  is  increasing  due  to  the  Crime  Bill.  The  actual  im- 
pact on  the  judiciary  depends  to  a  large  extent  on  how  the  Department  of  Justice 
chooses  to  implement  the  provisions  of  the  Crime  Bill.  The  Department  of  Justice 
plans  to  fund  155  Assistant  U.S.  Attorneys  from  the  Crime  Trust  Fund  in  fiscal  year 
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1996,  which  will  have  a  direct  impact  on  the  judiciary's  workload.  Costs  to  the  judi- 
ciary due  to  the  enactment  of  the  Crime  Bill  may  actually  exceed  $35  million  in 
1997  depending  on  the  Department  of  Justice  implementation  strategy. 

Support  of  our  Crime  Bill  related  activities  includes  many  mandatory  activities, 
such  as  representations  of  indigent  defendants,  supervision  of  releasees,  and  paying 
fees  to  jurors.  Funding  shortfalls  will  result  in  early  depletion  of  monies  available 
for  representations  and  juror  fees.  They  will  also  reduce  the  level  of  mandatory  drug 
testing  and  supervision  of  releasees. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Gregg.  Thank  you.  Appreciate  your  attending. 

Senator  Hollings.  Thank  you  all  very  much. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:! 

Questions  Submitted  by  Senator  Judd  Gregg 
workload  increases 

Question.  Estimates  show  that  court  filings  will  rise  in  the  area  of  1  percent-4 
percent  this  year  depending  on  the  type  of  case.  The  Judiciary  is  requesting  a  13 
percent  increase  in  salaries  and  expenses.  Does  the  actual  workload  of  the  courts, 
as  you  measure  it,  increase  at  a  rate  higher  than  the  increase  in  caseload  as  indi- 
cated in  your  budget?  If  so,  please  explain  what  accounts  for  the  additional  work- 
load. 

Answer.  In  general,  the  workload  of  the  courts  increases  at  about  the  same  rate 
as  the  caseload  increase.  This  average  3  percent  increase  is  consistent  with  the  3 
percent  increase  in  our  1997  budget  request  that  is  associated  with  workload  related 
increases  and  improvements  in  services.  The  remaining  10  percent  increase  is  need- 
ed just  for  adjustments  to  base.  Half  of  this  increase  is  really  a  bookkeeping  adjust- 
ment to  replace  with  appropriated  funds  what  was  paid  for  in  1996  with  carryover 
funds.  The  balance  of  the  requested  increase  is  to  annualize  1996  costs  and  to  fund 
mandatory  inflationary  increases  and  increases  in  pay  and  benefits. 

Question.  Some  of  your  requested  increases  in  funding  this  year  relate  to  what 
you  describe  as  your  recovery  of  base  because  Congress  assumed  certain  carryover 
funds  that  you  could  use  this  year.  What  is  your  current  estimate  of  funds  that  will 
carryover  into  fiscal  year  1997?  What  is  the  estimate  of  these  funds  as  displayed 
in  this  budget  request? 

Answer.  As  a  result  of  our  second  quarter  financial  plan  review,  the  Judiciary  es- 
timates that  $89.6  million  in  unused  fee  revenue  will  carry  over  into  fiscal  year 
1997  and  be  available  for  obligation.  This  available  balance  results  from:  delays  in 
filling  vacant  judgeships;  savings  as  a  result  of  operating  under  a  continuing  resolu- 
tion; a  reestimate  of  fee  collections;  savings  identified  during  the  quarterly  review 
process;  and  an  operating  reserve.  This  balance  was  reported  to  the  Appropriations 
Subcommittees  in  our  reestimate  of  fiscal  year  1997  budgetary  requirements.  The 
fiscal  year  1997  budget  request  for  the  Judiciary  assumed  there  would  be  no  fee  bal- 
ance to  carry  over  into  fiscal  year  1997. 

Question.  What  will  be  the  workload  impact  over  the  next  few  years  of  the  1994 
crime  bill  on  the  judiciary,  and  how  can  this  be  accurately  estimated? 

Answer.  Following  the  passage  of  the  Violent  Crime  Control  and  Law  Enforce- 
ment Act  of  1994  (Act)  (Public  Law  103-322,  Sept.  13,  1994),  we  developed  detailed 
estimates  of  the  anticipated  related  costs  expected  to  be  incurred  during  fiscal  year 
1996  ($34.7  million)  and  fiscal  year  1997  ($35  million).  We  have  not  yet  begun  to 
prepare  official  cost  estimates  for  fiscal  year  1998  or  for  subsequent  years,  but  we 
would  likely  continue  to  expect  at  least  moderate  increases  in  funding  requirements, 
for  the  reasons  detailed  below. 

When  developing  our  fiscal  year  1996  and  fiscal  year  1997  workload  and  cost  esti- 
mates, we  had  to  consider  the  impact  of  both  additional  requirements  relating  to 
existing  cases  and  new  civil  and  criminal  cases  anticipated  under  several  provisions 
of  the  Act.  Examples  of  new  workload  requirements  include  such  provisions  as  man- 
datory drug  testing  for  most  probationers  and  supervised  releasees,  reinstatement 
of  another  term  of  supervised  release  after  incarceration,  and  notification  of  the 
change  of  address  of  offenders  under  supervised  release.  To  develop  annual  cost  esti- 
mates for  these  new  requirements,  we  took  into  account  several  factors,  such  as  the 
probable  lag  time  before  the  provisions  will  take  effect  and  the  likely  lapse  rates 
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for  hiring  judiciary  personnel  needed  to  implement  the  new  requirements.  We  then 
applied  these  and  other  factors  to  both  current  and  projected  criminal  caseload  lev- 
els. We  expect  that  when  we  develop  our  fiscal  year  1998  cost  estimates,  we  will 
be  assuming  that  most  of  these  new  workload  requirements  will  be  at  or  near  full 
implementation.  However,  we  will  still  have  to  account  for  the  latest  statistics  on 
criminal  caseload.  Workload  funding  requirements  will  continue  to  change  in  subse- 
quent years  if  there  are  significant  variations  in  criminal  case  filings. 

We  also  prepare  estimates  of  the  number  of  new  cases  that  could  be  filed  related 
to  the  Act.  We  have  not  been  able  to  predict  exactly  how  the  Department  of  Justice 
will  initiate  new  prosecutions  under  the  authority  granted  by  several  provisions  of 
the  Act  (including  domestic  violence,  criminal  immigration,  juvenile  handgun  pos- 
session, etc.).  Therefore,  we  prepare  our  caseload  estimates  based  directly  on  the  au- 
thorized appropriations  under  the  Crime  Trust  Fund  and  the  Department  of  Jus- 
tice's official  requests  for  hiring  new  assistant  U.S.  attorney  (AUSA's)  positions,  ap- 
plying case  filing  trends  that  followed  previous  increases  in  AUSA's.  The  additional 
criminal  cases  resulting  from  new  AUSA's  would  impose  costs  throughout  the  judici- 
ary, relating  to  defender  representations,  probation  and  pretrial  services,  juror  fees, 
court  security,  and  other  requirements.  The  following  additional  appropriations  have 
been  authorized  over  the  next  three  fiscal  years  for  U.S.  Attorneys  to  help  meet  the 
increased  demands  for  litigation  and  related  activities  resulting  from  the  Act:  fiscal 
year  1998— $10  million;  fiscal  year  1999— $12  million;  fiscal  year  2000— $15  million. 

DEATH  PENALTY  RESOURCE  CENTERS 

Question.  Because  of  actions  Congress  took  last  year  to  zero-out  funding  for  the 
Death  Penalty  Resource  Centers  (also  known  as  Post-Conviction  Defender  Organiza- 
tions), this  is  the  first  time  in  some  years  that  you  have  not  requested  funding  for 
this  purpose.  Are  there  results  from  your  studies  of  the  impact  of  this  phase-out 
that  you  can  share  with  the  subcommittee? 

Answer.  Although  the  phase-out  of  post-conviction  defender  organizations 
(PCDO's)  began  in  the  beginning  of  fiscal  year  1996,  most  of  the  PCDO's  did  not 
discontinue  federal  grant  supported  operations  until  March  31,  1996.  Therefore,  the 
judiciary  is  not  yet  able  to  identify  the  specific  costs  and  programmatic  impact  of 
the  closure  of  the  PCDO's.  Additionally,  the  habeas  provisions  of  the  recently  en- 
acted Antiterrorism  and  Effective  Death  Penalty  Act  of  1996  will  have  an  as  yet  un- 
determined effect  upon  the  resources  required  to  provide  representation  in  these 
cases.  The  judiciary  will  monitor  expenditures  in  these  areas  and  attempt  to  identify 
trends  that  will  have  a  financial  impact  on  funding  for  the  Defender  Services  Pro- 
gram, and  report  its  findings  to  the  Subcommittee. 

DRUG  DEPENDENT  OFFENDER  PROGRAM  AND  MENTAL  HEALTH  PROGRAM 

Question.  You  have  requested  a  $5  million  increase  in  the  drug  dependent  offend- 
ers program.  Why  such  a  large  jump  in  a  $31  million  program?  Could  you  explain 
the  need  for  this  program  to  the  committee,  and  why  more  offenders  cannot  be 
placed  into  out-patient  community  programs? 

Answer.  Authority  to  contract  for  the  substance  abuse  treatment  of  offenders  on 
conditional  release  in  the  community  is  provided  under  18  U.S.C.  §3672.  The  Sub- 
stance Abuse  Treatment  Program  (SATP)  is  administered  by  probation  officers  in 
each  federal  judicial  district  and  currently  relies  heavily  on  a  combination  of  out- 
patient counseling  and  testing  to  deter  and  detect  substance  abuse  by  offenders. 
This  combination  has  been  quite  effective  with  the  majority  of  substance  abusers. 

When  abuse  is  chronic  or  when  multiple  drugs  or  alcohol  are  abused,  outpatient 
counseling  and  testing  are  inadequate  and  more  intensive  intervention,  including 
detoxification,  may  be  necessary.  This  is  particularly  true  when  the  offender  lives 
in  a  community  in  which  drug  abuse  is  relatively  commonplace  and  negative  peer 
and  community  relationships  make  outpatient  treatment  difficult.  The  amount  re- 
quested will  allow  probation  officers  to  contract  for  structured,  inpatient  treatment 
programs  designed  for  these  hardcore  substance  abusers  who  cannot  be  treated  ef- 
fectively using  outpatient  treatment  methods.  At  current  funding  levels,  inpatient 
treatment  is  not  generally  available. 

Of  the  approximately  90,000  convicted  offenders  projected  to  be  under  supervision 
in  fiscal  year  1997,  about  26,000  will  be  ordered  to  undergo  treatment  by  the  courts. 
Of  this  number,  it  is  further  estimated  that  5  percent  will  be  hardcore  users  who 
will  require  intensive  inpatient  treatment.  The  requested  increase  reflects  an  aver- 
age daily  cost  of  $85  for  an  average  inpatient  period  of  45  days. 

The  amount  requested  would  provide  an  effective  option  in  the  treatment  of  sub- 
stance-abusing offenders  and  would  provide  probation  officers  the  tool  they  need  to 
address  an  important  public  safety  concern. 


162 

Question.  You  have  requested  an  increase  in  the  Mental  Health  Program  of  $1.25 
million.  This  is  a  62  percent  increase  from  the  fiscal  year  1996  level  of  $2  million. 
At  this  point  in  time,  are  the  streets  unsafe  because  of  the  inadequate  ability  to 
monitor  persons  whom  the  courts  have  found  "not  guilty  by  reason  of  insanity?" 

If  the  number  of  these  persons  is  increasing,  are  there  criminal  statutes  regarding 
this  issue  that  need  to  be  amended,  in  addition  to  looking  at  funding  levels  in  this 
area?  Does  the  Judicial  Conference  have  a  proposal  in  this  respect? 

Answer.  The  Federal  Courts  Administration  Act  of  1992  provided  new  authority 
for  probation  and  pretrial  services  officers  to  supervise  persons  found  by  the  courts 
to  be  mentally  incompetent  to  stand  trial  or  not  guilty  by  reason  of  insanity  (see 
18  U.S.C.  §§  4243  and  4246).  This  new  responsibility  has  never  been  funded.  There- 
fore, funding  is  requested  for  probation  and  pretrial  services  officers,  who  require 
contractual  assistance  to  obtain  medical  and  psychiatric  services  necessary  to  treat 
and  control  this  population  and  reduce  the  danger  to  the  community  posed  by  their 
release.  Safety  risks  exist  because  of  the  inadequate  ability  to  monitor  persons 
whom  the  courts  have  found  "not  guilty  by  reason  of  insanity." 

The  modest  mental  health  treatment  budget  cannot  absorb  the  cost  of  this  new 
responsibility.  Although  there  is  $2  million  in  the  budget,  that  is  barely  enough  to 
contract  for  mental  health  evaluations  and  outpatient  treatment  for  approximately 
5,000  convicted  offenders  under  supervision  who  have  been  ordered  to  receive  men- 
tal health  treatment  as  a  condition  of  release  to  the  community.  This  funding  is  al- 
ready spread  thinly  across  94  federal  judicial  districts.  While  the  new  authority  to 
supervise  persons  found  mentally  incompetent  or  insane  adds  a  relatively  small 
number  of  persons  to  the  caseloads  of  officers  in  terms  of  volume  (about  100  in  fiscal 
year  1997),  these  cases  are  quite  difficult  and  add  an  inordinately  large  financial 
burden. 

Persons  found  mentally  incompetent  or  legally  insane  typically  have  serious  and 
chronic  problems  that  require  high  intensity  supervision,  including  contractual  psy- 
chiatric treatment  and  psychotropic  medication  for  the  entire  period  of  supervision. 
This  type  of  treatment  is  quite  costly  and  cannot  be  absorbed  at  existing  funding 
levels.  The  estimated  average  annual  cost  of  contract  treatment  for  one  case  is 
$12,500.  (In  contrast,  the  average  annual  cost  of  incarceration  is  approximately 
$21,350  per  inmate).  Probation  and  pretrial  services  officers  must  first  seek  avail- 
able funding  from  state,  local,  and  other  third  party  sources,  including  insurance 
companies,  before  using  mental  health  treatment  funding. 

Existing  criminal  statutes  are  adequate  and  amendments  are  not  needed. 

PAROLE  COMMISSION 

Question.  You  are  aware  that  a  bill  extending  the  Parole  Commission  until  the 
year  2002,  as  proposed  by  the  Justice  Department  and  the  Judicial  Conference,  was 
passed  by  the  Senate  late  last  year.  This  is  the  second  such  extension  of  this  com- 
mission. In  the  meantime,  the  Appropriations  Committees  have  been  assuming 
there  would  be  a  phase-out  to  this  $5.5  million  item  funded  under  the  Justice  De- 
partment. Is  there  an  end  in  sight?  Can  you  briefly  summarize  your  findings  in  the 
report  you  recently  completed  on  this  topic,  and  what  the  budget  implications  over 
the  next  five  years  are  with  respect  to  your  proposals? 

Answer.  According  to  Parole  Commission  estimates,  parole-related  workload  has 
been  dropping  considerably  and  will  continue  to  diminish  rapidly  over  the  next  five 
years.  Both  the  number  of  "old  law"  prisoners  still  confined  in  Bureau  of  Prisons 
facilities  eligible  for  parole  and  the  number  of  persons  out  on  parole  subject  to  pos- 
sible parole  revocation  will  continue  to  decline,  resulting  in  substantially  reduced 
hearing  levels  and  other  administrative  requirements  by  the  end  of  fiscal  year  2002. 

The  report  found  that  the  most  expedient  and  cost-effective  option  would  be  an 
extension  of  the  Parole  Commission  to  November  1,  2002,  incurring  an  estimated 
cumulative  total  cost  of  no  more  than  $22  million  for  the  entire  five-year  period. 
This  option  would  avoid  significant  expenses  or  efficiency  losses  related  to  a  formal 
transfer  of  duties  or  an  administrative  relocation  to  another  federal  agency.  No  ad- 
ditional training  or  education  costs  would  be  incurred.  General  overhead  and  operat- 
ing costs  would  continue  at  the  relatively  low  projected  levels. 

A  second  option  would  transfer  the  Parole  Commission  as  a  self-contained  entity 
into  the  Department  of  Justice.  This  option  would  likely  not  cost  any  more  than  the 
five-year  extension  of  the  Parole  Commission  in  its  current  form.  It  would  not  re- 
quire a  statutory  transfer  across  branches  of  the  federal  government,  possibly  incur- 
ring significant  administrative  costs,  or  entail  substantial  legislative  effort  to  ensure 
a  stable  transfer  and  full  legal  compliance  with  all  statutory  requirements  associ- 
ated with  parole  proceedings. 
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The  report  found  that  transfer  of  Parole  Commission  functions  to  the  judiciary 
would  result  in  a  serious  dilution  and  reallocation  of  already  scarce  judicial  re- 
sources, creating  a  disruptive  and  detrimental  impact  on  the  administration  of  jus- 
tice. It  would  also  be  the  most  costly  and  inefficient  option.  For  example,  the  U.S. 
Marshals  Service  estimated  that  it  could  incur  as  much  as  $41  million  over  the  next 
four  fiscal  years  just  for  the  transportation,  housing,  and  staffing  costs  related  to 
transferring  prisoners  for  parole  hearings  (or  more  than  double  the  cost  of  continu- 
ing the  Parole  Commission  for  the  same  period).  Beyond  this  cost,  substantial  per- 
sonnel, training  and  administrative  costs  would  have  to  be  incurred  by  various  com- 
ponents of  the  judiciary  to  hold  and  process  the  legally  required  parole  hearings. 

EFFECTS  OF  A  HARD  FREEZE 

Question.  Hypothetically,  what  would  be  the  impact  on  the  judicial  system  of  this 
country  if  a  real  freeze  at  the  1996  level  was  imposed? 

Answer.  The  fiscal  year  1996  appropriated  level  for  the  court's  Salaries  and  Ex- 
penses account  would  fall  far  short  of  supporting  a  fiscal  year  1997  current  services 
level  and  the  base  adjustments  for  the  uncontrollable  costs  of  inflation,  space  rental, 
pay  increases,  etc.  Sixty-three  percent  of  the  Salaries  and  Expenses  budget  is  di- 
rected to  salaries  and  benefits.  An  additional  20  percent  is  for  rent  and  other  utili- 
ties which,  in  the  short  run,  are  uncontrollable.  The  remaining  17  percent  provides 
for  all  other  expenses  of  the  judiciary,  including  travel,  contracts,  automation,  sup- 
plies and  equipment.  Again,  not  much  room  exists  in  these  areas  to  achieve  signifi- 
cant savings.  As  a  result,  funding  for  mandatory  costs  would  have  to  be  absorbed 
by  drastically  reducing  personnel.  Funding  at  levels  drastically  below  the  current 
services  level  would  require  reductions  in  personnel,  undoubtedly  resulting  in  invol- 
untary separations  or  furloughs. 

The  judiciary  has  identified  savings  that  will  carry  forward  into  fiscal  year  1996, 
helping  to  offset  our  fiscal  year  1997  appropriation  needs.  However,  the  availability 
of  these  funds  will  not  completely  offset  the  funds  needed  to  maintain  the  current 
level  of  services  in  fiscal  year  1997  if  the  appropriation  is  frozen  at  the  fiscal  year 
1996  level.  Specifically,  the  courts  would  be  forced  to  absorb  over  $160  million  to 
maintain  the  1996  level  of  services.  An  impact  of  this  amount  could  result  in  a  re- 
duction in  staffing  of  approximately  2,500  positions.  The  courts  are  currently  operat- 
ing at  only  84  percent  of  the  level  required  by  the  staffing  formula.  At  a  time  when 
caseload  in  all  areas  is  increasing,  the  courts  would  be  forced  to  operate  at  70  per- 
cent of  the  staffing  formula. 

At  the  current  84  percent  level,  the  courts  are  struggling  to  keep  up  with  the  de- 
mands placed  on  them.  Any  additional  reduction  in  staffing  levels  would  further 
frustrate  the  operations  of  the  courts.  For  example: 
— A  reduction  in  the  number  of  probation  officers  would  make  it  more  difficult  to 
control  an  increasingly  high-risk  population  under  supervision  and  provide  de- 
terrence. The  reduced  amount  of  supervision  will  place  the  public  at  large  in 
an  increasingly  dangerous  environment. 
— Pretrial  services  officers  would  be  unable  to  provide  supervision  to  defendants, 
forcing  a  reduction  in  the  use  of  alternatives  to  detention.  This  would  lead  to 
high-risk  defendants  being  released  without  special  conditions  or  would  further 
exacerbate  the  overcrowding  of  prisons  with  defendants  awaiting  trial. 
— Severe  staff  shortages  in  bankruptcy  clerks'  offices  would  result  in  delaying  dis- 
charges for  debtors  and  payments  to  creditors. 
— Reduction  in  staff  in  district  courts  will  lead  to  reduced  hours  of  public  access, 
an  increased  backlog  in  pending  cases  as  courtroom  deputy  support  is  limited, 
and  delayed  docketing  of  orders  and  judgments. 
In  summary,  action  to  restrict  fiscal  year  1997  appropriations  to  the  fiscal  year 
1996  appropriations  levels  would  have  a  grave  impact  on  the  citizens  of  the  United 
States  who  rely  on  the  judiciary.  A  freeze  would  severely  reduce  current  levels  of 
operations  and  would  frustrate  the  judiciary's  ability  to  comply  with  its  constitu- 
tional mandate.  Unlike  many  other  federal  agencies,  the  courts  cannot  control  the 
workload  to  which  they  must  respond. 

The  judiciary  conscientiously  generates  savings  to  offset  the  requirement  for  di- 
rect appropriations  in  the  succeeding  year.  It  should  be  pointed  out,  however,  that 
the  judiciary's  use  of  savings  to  offset  appropriation  needs  creates  an  unfunded  li- 
ability in  the  following  fiscal  year.  In  other  words,  for  every  dollar  in  savings  used 
to  offset  the  judiciary's  appropriation,  a  dollar  will  need  to  be  requested  in  the  fol- 
lowing year's  budget  to  restore  this  funding  source  through  appropriated  dollars. 
The  effect  of  this  restoration  line  item  is  that  it  appears  to  display  the  judiciary's 
budget  request  as  being  out  of  line  with  today's  fiscal  climate.  In  reality,  the  judici- 
ary has  made  great  strides  to  keep  its  budget  request  down.  If  the  effect  of  the  res- 
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toration  to  base  line  items  in  the  fiscal  year  1997  budget  request  were  negated,  the 
judiciary's  requested  increase  would  have  been  a  modest  8  percent  over  fiscal  year 
1996. 

SUBCOMMITTEE  RECESS 

Senator  Gregg.  Thank  you.  If  there  is  nothing  further,  the  sub- 
committee will  recess. 

[Whereupon,  at  2:53  p.m.,  Thursday,  May  2  the  subcommittee 
was  recessed,  to  reconvene  subject  to  the  call  of  the  Chair.J 
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WEDNESDAY,  MAY  8,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  10:17  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 

Present:  Senators  Gregg,  Hollings,  and  Lautenberg. 

DEPAETMENT  OF  COMMERCE 

Secretary  of  Commerce 

statement  of  hon.  michael  kantor,  secretary 

accompanied  by: 

raymond  g.  rammer,  jr.,  acting  cfflef  financial  officer/ 

assistant  secretary  for  administration 
nancy  leamond,  counselor  to  the  secretary 
jane  bobbitt,  assistant  secretary  for  legislation  and 

intergovernmental  affairs 
mark  e.  brown,  dhtector,  office  of  budget 

opening  remarks 

Senator  Gregg.  Secretary  Kantor,  we  certainly  appreciate  your 
appearance  today  before  our  subcommittee. 

And  I  thank  our  ranking  member  for  participating  also,  obviously 
as  he  always  does. 

We  especially  understand  the  tragic  circumstances  that  brought 
you  into  this  position  and  please  know  that  our  respect  for  your 
predecessor  was  very  high.  We  enjoyed  working  with  him.  Sec- 
retary Brown  was,  I  thought,  a  very  efficient,  responsive,  and  effec- 
tive Secretary  of  Commerce,  and  his  loss  is  a  tremendous  loss  to 
the  country,  in  my  opinion,  and  we  understand  that  you  have  had 
to  step  into  this  position  not  necessarily  uninformed,  because  your 
background  is  obviously  unique  and  extraordinary. 

As  our  trade  representative,  you  have  done  an  exceptional  job. 
But  still,  it  is  always  difficult  to  be  thrust  into  a  role  like  this,  es- 
pecially during  difficult  times  like  you  were  confronted  with  and 
have  been  confronted  with  due  to  the  loss  of  Secretary  Brown,  and 
we  greatly  respect  that. 

(165) 
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What  we  would  like  to  talk  about  today,  of  course,  is  your  agen- 
da, recognizing  that  you  are  still  in  the  process  of  evolving  that, 
and  specifically  some  of  the  dollar  figures  that  we  will  be  dealing 
with  as  we  go  into  the  1997  budget,  and  we  look  forward  to  getting 
your  remarks  in  whatever  form  you  wish  to  present  them.  And  I 
have  some  remarks  I  will  be  submitting  for  the  record. 

And  I  turn  now  to  Senator  Hollings. 

Senator  HOLLINGS.  Thank  you,  Mr.  Chairman. 

I  would  only  reaffirm  your  generous  comments  about  our  good 
friend,  former  Secretary  Brown.  I  have  been  through,  I  guess,  15 
or  16  Secretaries  of  Commerce  in  my  time  here  in  the  Senate.  Each 
of  them,  really,  in  essence  were  the  President's  nominee  to  solicit 
contributions  from  business.  Ron  Brown  is  the  first  Secretary  in 
years  who  really  was  out  there  soliciting  business  for  business.  He 
was  out  hustling,  working  in  tandem  with  you  while  you  were  at 
USTR.  So,  it  is  not  a  strange  role  that  you  now  enter  upon  in  com- 
ing to  Commerce. 

I  congratulate  the  President  on  your  selection.  I  do  not  think 
there  could  be  a  better  choice,  and  I  am  confident  that  you  are  to- 
tally familiar  with  all  of  the  various  elements  of  the  Department 
of  Commerce,  because  the  special  trade  representative  has  to  de- 
pend upon  the  economic  section  to  corral  the  various  factors  for 
your  negotiations  and  the  International  Trade  Administration. 

Thank  you  very  much,  Mr.  Chairman. 

Senator  Gregg.  Thank  you,  Senator  Hollings. 

The  floor  is  yours,  Mr.  Secretary. 

OPENING  REMARKS 

Secretary  Kantor.  Thank  you,  Mr.  Chairman.  Thank  you,  Sen- 
ator Hollings. 

Let  me  just  say,  Ron  Brown  was  my  friend  for  20  years.  We  were 
partners  both  in  private  life,  as  lawyers,  and  then  later  in  politics, 
ending  up  in  1992,  sharing,  what  you  might  say,  a  partnership  in 
the  President's  election,  as  I  chaired  the  President's  campaign,  and 
he  chaired  the  Democratic  National  Committee.  Of  course,  in  these 
jobs  where  our  relationship  not  only  blossomed,  our  families  be- 
come very  close.  So  no  one  feels  the  loss  more  profoundly  than  I 
do,  nor  feels  the  obligations  and  responsibilities  that  I  take  on  in 
filling  these  very  large  shoes. 

I  cannot  replace  Ron  Brown  but  I  can  only  succeed  him.  But  I 
am  going  to  do  the  best  job  I  can,  and  all  I  can  commit  to  this  com- 
mittee, to  both  of  you  and  your  staff,  is  that  I  will  work  with  you 
and  try  to  be  reasonable  in  most  cases.  Sometimes  I  am  not  as  rea- 
sonable as  I  should  be  but  that  is  only  because  I  think  I  am  right. 

PREPARED  STATEMENT 

If  I  could  just  make  a  couple  opening  remarks,  Mr.  Chairman,  I 
would  like  to  submit  my  full  statement  for  the  record.  I  have  two 
statements,  one  a  full  statement  and  a  shorter  one,  but  I  thought 
I  might  even  try  to  truncate  the  shorter  one  and  not  take  too  much 
of  the  committee's  time  and  allow  for  more  questions  and  more 
interchange  between  us,  if  that  is  appropriate. 

Senator  GREGG.  Whatever  you  wish. 
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[The  statement  follows:] 

Prepared  Statement  of  Michael  Kantor 

Mr.  Chairman,  we  are  all  sadly  aware  of  the  tragic  circumstances  that  led  to  my 
being  here  today.  Ron  Brown  was  a  powerful  and  highly  effective  advocate  for  Amer- 
ican business  and  industry,  both  here  and  overseas.  He  was  dedicated  to  the  Presi- 
dent's mission,  that  we  can  work  together  to  ensure  expanding  economic  opportunity 
for  every  American. 

Ron  Brown  was  an  inspirational  leader  to  the  Department  of  Commerce  and  to 
the  businesses  and  communities  we  serve,  and  he  established  a  benchmark  of  per- 
formance that  will  be  difficult  to  match.  Ron  Brown  was  also  my  friend  and  partner. 
We  will  all  miss  him  greatly.  I  know  that  the  best  way  we  can  honor  his  memory 
is  to  remain  focused  on  the  goals  that  he  and  the  President  have  set  over  the  last 
three  years,  and  to  continue  to  pursue  them  on  behalf  of  the  American  people.  We 
have  lost  a  dedicated  public  servant,  but  Ron  Brown  would  be  the  last  person  to 
want  our  Nation  to  miss  a  step  on  our  continuing  road  to  economic  expansion. 

The  other  Commerce  Department  public  servants,  as  well  as  the  private  sector  ex- 
ecutives and  military  personnel  who  were  on  that  plane,  shared  the  vision  that  Ron 
championed — of  supporting  American  businesses  in  their  efforts  to  revive  the  econo- 
mies of  the  world  sorely  in  need  of  our  help.  All  of  them  were  special  individuals, 
doing  work  that  they  believed  in.  If  anything  good  has  come  out  of  this  tragedy,  it's 
that  the  news  coverage  about  the  purposes  of  Secretary  Brown's  trip  helped  the 
American  people  learn  about  this  Administration's  successful  trade  development  ef- 
forts. Citizens  now  know  that  government  and  business  can  work  together,  for  ev- 
eryone's benefit. 

So  I  appear  today,  Mr.  Chairman  and  members  of  the  Subcommittee,  to  present 
and  testify  on  behalf  of  the  President's  fiscal  year  1997  budget  for  the  Department 
of  Commerce.  The  President's  fiscal  year  1997  request  for  Commerce  is  $4.27  billion. 

Ill  discuss  the  details  of  our  request  in  a  moment,  Mr.  Chairman,  but  first  I  want 
to  talk  about  the  vital  importance  of  the  request  itself,  and  what  it  provides  for 
American  businesses,  workers,  and  their  communities. 

In  his  State  of  the  Union  address,  the  President  said:  "Now  we  move  to  an  age 
of  technology,  information,  and  global  competition.  These  changes  have  opened  vast 
new  opportunities,  but  they  have  also  presented  us  with  stiff  challenges."  And  in 
presenting  the  fiscal  year  1997  budget  in  February,  the  Vice  President  said:  "Ameri- 
cans also  understand  that  in  a  global  economy,  the  only  way  to  maintain  America's 
competitive  edge  is  to  lead  the  world  in  innovation  and  new  technologies.  Invest- 
ments in  science  and  technology  mean  better  jobs,  higher  wages,  and  a  growing 
economy." 

These  words  help  to  make  clear  the  role  of  the  Commerce  Department:  to  help 
keep  America  as  the  world's  technology  leader,  to  help  American  companies  compete 
globally,  to  enable  communities  to  conquer  economic  challenges,  to  stimulate  the 
growth  of  high-pay,  high-quality  jobs,  to  preserve  and  protect  environmental  re- 
sources, and  to  provide  information  vital  for  good  business  and  policy  decisions. 

The  President  has  committed  himself  to  a  plan  that  will  balance  the  Federal 
budget  in  7  years.  I  support  that  effort,  and  I  believe  that  it  can  be  attained  most 
effectively  for  the  American  people  through  economic  growth — the  creation  of  new 
jobs,  the  flourishing  of  new  technology,  and  continued  increases  in  exports.  Working 
in  tandem,  these  priorities  will  strengthen  our  dynamic  economy  and  remain  essen- 
tial to  the  Nation's  economic  success. 

Helping  to  drive  this  engine  of  economic  growth  are  the  priorities  of  the  Com- 
merce Department.  The  President  is  very  clear  on  the  fact  that  he  believes  Com- 
merce plays  a  critical  role  in  fostering  the  Nation's  economic  growth,  and  he  has 
encouraged  us  to  seek  fiscal  year  1997  resources  for  our  programs  that  have  the 
highest  payoff  for  the  American  people.  He's  made  careful  choices  with  the  Adminis- 
tration's fiscal  year  1997  budget  requests,  and  supports  an  increase  for  Commerce, 
even  when  other  agencies  are  being  reduced. 

In  crafting  our  fiscal  year  1997  budget  request,  Commerce  has  paid  careful  atten- 
tion to  the  President's  balanced  budget  plan,  and  our  request  is  very  much  in  line 
with  that  plan.  The  increases  we're  seeking  are  reasonable  ones — we're  focusing  our 
resources  on  the  areas  that  do  the  most  for  job  creation,  technological  development, 
and  economic  expansion. 

The  Commerce  Department  staff  is  very  much  aware  of  our  dual  role  in  support- 
ing growth  in  the  American  economy  and  in  holding  down  Federal  spending — we 
want  to  do  our  best  to  support  the  Nation's  economic  growth,  but  in  order  to  control 
Federal  spending,  we  will  have  to  do  our  job  with  the  lowest  reasonable  amount  of 
resources.  We  are  stressing  the  fact  that  Commerce  has  to  "give  at  the  office" — we're 
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taking  the  initiative,  and  cutting  back  on  many  of  our  programs  and  our  staff.  By 
implementing  the  President's  Executive  Orders  on  staff  and  administrative  cost  re- 
ductions from  fiscal  year  1993-97,  and  by  making  other  program  reductions,  we  will 
have  saved  3,403  FTE  (and  more  than  $230  million  in  salaries),  and  more  than  $161 
million  in  administrative  costs.  As  a  result,  we've  cut  back  on  expenditures  in  every 
part  of  the  Department,  and  we've  even  eliminated  one  bureau  entirely. 

We  have  conducted  a  Department-wide  effort  to  examine  each  of  our  bureaus,  to 
determine  which  programs  should  continue,  which  could  be  turned  over  to  state  and 
local  governments,  which  should  be  set  up  as  separate  entities,  and  which  should 
be  eliminated.  As  a  result  of  this  review,  we  anticipate  that  over  $2  billion  can  be 
saved,  in  most  cases  over  the  next  five  years.  We  are:  eliminating  the  U.S.  Travel 
and  Tourism  Administration  (a  $67.5  million  savings),  working  with  NASA  and 
DOD  on  the  convergence  of  polar  satellite  programs  ($1  billion  shared),  re-engineer- 
ing the  2000  Census  process  ($900  million),  streamlining  the  National  Weather 
Service  office  closure  certification  process  ($118  million),  and  eliminating  the  NOAA 
Commissioned  Corps  ($35  million). 

These  streamlining  efforts  have  not  been  accomplished  painlessly,  but  the  changes 
we're  undertaking  are  necessary  to  the  President's  goal  of  balancing  the  budget. 
We've  needed,  and  will  continue  to  need,  flexibility  in  being  able  to  implement  a 
streamlining  plan,  so  I  thank  the  Chairman  for  supporting  our  recent  reprogram- 
ming  requests,  which  are  helping  Commerce  keep  on  a  steady  path  towards  crucial 
resource  savings.  However,  much  needs  to  be  done.  I  will  share  some  initial  ideas 
today. 

Through  our  programs,  Commerce  supports  aspects  of  our  economy  that  are 
uniquely  American — our  people,  our  competitive  spirit,  our  capacity  for  innovation. 
The  diversity  of  our  workforce  is  at  the  heart  of  our  productivity,  our  ability  to  face 
challenges,  and  our  very  success  as  a  Nation.  The  unique  American  approach  to 
problem  solving,  which  combines  determination  with  creativity,  has  allowed  Amer- 
ican workers,  and  their  families  and  communities,  to  thrive. 

America's  inherent  competitiveness,  found  in  our  workers  and  businesses  alike, 
has  enabled  our  economy  to  rise  to  the  challenges  of  a  changing  global  marketplace, 
and  to  thrive  and  succeed  there.  This  competitive  spirit  allows  us  to  win  in  a  wide 
variety  of  economic  contests  throughout  the  world. 

I  believe  that  our  Nation's  capacity  for  innovation — finding  new  ways  of  solving 
problems  and  of  increasing  the  productivity  and  effectiveness  of  our  businesses  and 
industry — remains  the  model  for  other  nations  to  follow.  Our  strength  in  this  area 
provides  mechanisms  that  convert  innovation  to  economic  growth,  by  helping  Amer- 
ican products,  technology,  and  ideas  get  to  the  marketplace. 

Although  our  budget  is  the  smallest  of  any  Cabinet  agency,  the  impacts  of  our 
programs  and  services  brings  us  into  contact  with  people  in  every  State,  and  in  69 
foreign  countries.  The  feedback  we  get  through  our  activities  is  used  to  set  our  pri- 
orities, fine-tune  our  programs,  and  improve  the  ways  in  which  they  are  delivered. 

The  message  that  we  hear  from  America's  businesses,  workers,  and  communities 
has  been  clear  and  consistent.  Americans  want  to  have  access  to  the  tools  they  need 
in  order  to  succeed  and  prosper.  They  want  access  to  information,  expertise,  and 
technology,  and  they  want  the  barriers  which  stand  between  them  and  their  goals 
to  be  reduced  or  eliminated. 

But  most  of  all,  Commerce  is  hearing  that  people  want  a  chance  to  succeed  in  the 
increasingly  challenging  world,  where  technology  is  becoming  increasingly  essential 
to  success.  The  private  sector  asks  us  to  provide  the  necessary  tools — information, 
start-up  grants  where  commercial  funds  are  not  available,  and  technical  expertise — 
and  then  to  let  the  private  sector  use  these  tools  to  fuel  economic  growth.  I  believe 
this  kind  of  partnership  is  a  proper  one  for  the  Department  of  Commerce.  In  sites 
across  the  country,  Commerce  and  local  businesses,  State  and  local  governments, 
and  non-profit  groups  have  formed  partnerships  which  are  resulting  in  increased 
employment,  and  thus  income  for  communities,  and  typically,  these  jobs  are  higher- 
paying  ones.  Through  these  activities,  Commerce  has  contributed  significantly  to  the 
8.4  million  new  jobs  all  across  the  Nation  that  have  been  created  under  the  Clinton 
Administration. 

Let  me  explain  our  fiscal  year  1997  budget  request,  and  how  Commerce's  roles 
interlock  to  form  a  vital  source  of  support  to  the  Nation's  economy. 

AMERICA  AS  TECHNOLOGICAL  LEADER 

The  global  marketplace — the  source  of  continued  growth  for  U.S.  goods  and  serv- 
ices—demands our  best,  and  successful  competition  there  is  among  the  President's 
priorities.  This  marketplace  had  been  one  that  American  goods  and  services  domi- 
nated in  the  past.  But  it  has  become  a  tougher  and  tougher  environment  in  recent 
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years,  and  the  "Made  in  the  USA"  label  is  no  longer  enough,  by  itself,  to  ensure 
a  sale.  For  our  products  to  be  the  most  sought  after,  and  even  to  compete  with  the 
products  of  other  nations  in  our  own  markets,  American  products  must  be  the  most 
innovative.  Activities  of  the  Commerce  Department's  civilian  technology  programs 
help  the  Nation  increase  our  opportunities  for  innovation. 

The  Technology  Administration  (TA)  comprises  the  heart  of  the  Commerce  De- 
partment's support  for  America's  innovative  capability.  The  Office  of  the  Under  Sec- 
retary/Office of  Technology  Policy  (US/OTP),  which  works  quite  closely  with  the  pri- 
vate sector,  and  provides  guidance  for  the  Federal  portion  of  the  public/private  part- 
nership in  supporting  the  Nation's  progress  in  technology,  such  as  the  Partnership 
for  a  New  Generation  of  Vehicles  (PNGV)  and  State-Federal  partnership  efforts.  US/ 
OTP  also  speaks  for  the  Administration  in  areas  of  international  technology  policy, 
including  such  organizations  as  the  U.S./Israel  Science  and  Technology  Commission, 
the  Organization  of  Economic  Cooperation  and  Development,  and  the  Russian 
Science  and  Technology  Committee. 

TA's  largest  element  is  the  National  Institute  of  Standards  and  Technology 
(NIST),  which  is  the  locus  for  our  Nation's  world-class  technological  research  and 
development  activities.  NIST  scientists  work  with  their  private  sector  counterparts 
on  basic  research  and  on  new  methods  of  developing  and  deploying  technology  for 
setting  standards  which  are  the  infrastructure  for  our  Nation's  businesses. 

High  on  this  list  of  innovative  technological  development  is  the  Advanced  Tech- 
nology Program  (ATP),  which  provides  cost-sharing  grants  to  industry  for  the  devel- 
opment of  high-risk  enabling  technologies  with  significant  commercial  potential.  On 
an  annual  basis,  and  using  a  peer-review  process  for  selecting  grantees,  the  highly 
competitive  ATP  program  encourages  the  development  of  new  and  innovative  ideas 
that  would  otherwise  have  little  chance  of  being  developed  and  thus  of  supporting 
America's  economy.  Using  a  competitive  peer-review  selection  process  is  the  best 
way  to  avoid  Commerce  picking  "winners  and  losers".  The  nationwide  competition 
for  these  grants  is  stiff,  and  award  decisions  in  this  era  of  downsizing  and  retrench- 
ing for  companies  of  all  sizes  are  not  easy — the  demand  for  funding  far  outstrips 
NISTs  capacity  to  support  them  all.  The  size  of  industry's  match — $1.2  billion  ex- 
pected in  fiscal  year  1997 — speaks  for  the  national  interest  in  these  grants. 

Decision-making  about  the  Advanced  Technology  Program  must  be  informed  by 
the  facts.  Unfortunately,  there  have  been  too  many  misperceptions  and  misstate- 
ments about  what  this  program  is,  and  what  it  is  not.  Commerce  recently  sent  to 
the  President  and  to  the  Congress  a  report  required  under  1991  law  that  summa- 
rizes the  ATP's  impacts.  It  is  a  progress  report  of  the  ATP's  short-term  results,  rec- 
ognizing that  the  primary  goal  of  the  program,  and  it's  real  payoff,  is  the  economic 
growth  that  will  come  in  the  future  from  the  introduction  of  new  products  and  in- 
dustrial processes  based  on  ATP-sponsored  R&D. 

I  appreciate  Congressional  support  in  the  final  fiscal  year  1996  appropriation  for 
ATP.  $221  million  will  allow  for  payment  of  all  prior  year  commitments  and  a  mod- 
est level  of  new  awards.  Of  the  $345  million  requested  in  fiscal  year  1997,  $201  mil- 
lion is  needed  to  fund  another  year  of  the  fiscal  year  1995  awards.  All  told,  funding 
will  go  to  some  330  projects  in  companies  spread  across  the  country,  providing  op- 
portunity for  economic  growth  from  innovative  ideas.  Some  of  these  ideas  will  be 
the  foundation  for  whole  new  product  lines  that  will  produce  multiple  new  American 
companies,  insuring  that  our  good  ideas  lead  to  jobs,  and  profits  here  at  home. 

Let  me  share  just  one  of  the  many  success  stories  that  these  ATP  grants  have 
made  possible.  In  1992,  Aastrom  Biosciences  of  Ann  Arbor,  Michigan,  had  15  em- 
ployees and  a  vision  that  human  blood  cells  could  be  grown  in  an  artificial  environ- 
ment. If  this  were  possible,  clinical  research  into  many  types  of  diseases — cancer, 
genetic  blood  diseases,  AIDS — would  be  greatly  facilitated.  But  Aastrom  Biosciences 
needed  to  increase  their  capacity  greatly,  in  order  to  make  the  blood  cell  production 
process  feasible.  With  the  help  of  their  ATP  grant,  Aastrom  Biosciences  has  devel- 
oped a  prototype  clinical  process,  and  their  blood  cell  bioreactor  has  attracted  $20 
million  in  private  investment  funding,  clearly  making  it  a  viable  commercial  prod- 
uct. The  company  now  employs  45  people. 

NIST's  Manufacturing  Extension  Partnership  (MEP)  program  supports  a  network 
of  centers  across  the  country,  which  provide  hands-on  assistance  to  smaller  manu- 
facturers, to  keep  them  competitive  in  this  rapidly  changing  economic  environment. 
A  survey  of  MEP  clients  has  determined  that  the  return  on  investment  of  the  NIST 
funding  for  the  MEP  centers  is  8-to-l.  With  NIST's  request  of  $105  million  fiscal 
year  1997  request,  that  equates  to  $840  million  being  pumped  into  America's  econ- 
omy. The  fiscal  year  1997  request  will  support  75  centers  across  the  Nation. 

The  setting  of  scientific  standards  remains  one  of  NIST's  basic  functions,  increas- 
ingly important,  as  the  nation's  businesses  and  industries  work  demand  greater  pre- 
cision. NIST  laboratories  cover  the  full  range  of  standards  and  measurement  activi- 
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ties,  from  electronics  and  computer  sciences  to  chemical  and  materials  sciences.  For 
fiscal  year  1997,  NIST  requires  additional  funding  to  support  a  growing  need  for 
semiconductor  measurement,  but  cutting  across  all  of  NIST's  scientific  needs  is  the 
requirement  for  far  more  modern  laboratory  facilities  and  instruments.  Current  lab- 
oratories and  instruments,  many  of  which  are  decades  old,  are  no  longer  suitable 
for  the  precision  required  for  modern  technology.  In  fiscal  year  1997,  NIST  will 
begin  construction  of  an  advanced  technology  laboratory,  designed  to  meet  research 
needs.  For  these  serious  and  overdue  requirements,  and  to  recover  from  an  fiscal 
year  1996  rescission,  NIST  seeks  $375.4  million  in  fiscal  year  1997.  (This  request 
is  up  from  $281.8  million  in  fiscal  year  1995  and  $244  million  in  fiscal  year  1996.) 

The  National  Technical  Information  Service  (NTlS)  is  the  Federal  government's 
depository  for  scientific  and  technical  reports  and  information,  which  is  available  to 
users  across  the  nation  and  around  the  world.  As  a  fee-funded  organization,  NTIS 
is  adopting  innovative  business  practices,  and  makes  its  materials  available  to  users 
in  a  variety  of  electronic  methods.  Like  the  PTO,  NTIS  has  been  selected  as  a  Per- 
formance Based  Organization.  No  appropriated  funds  are  requested  for  NTIS  in  fis- 
cal year  1997. 

The  National  Telecommunications  and  Information  Administration  (NTIA)  exem- 
plifies how  an  agency  can  serve  the  Nation  by  identifying  newly-emerging  areas  in 
which  a  Federal  and  private  sector  partnership  are  essential,  and  then  taking  a 
leadership  role  in  creating  that  partnership.  NTIA's  overall  mission — to  formulate 
the  nation's  policies  on  telecommunication  and  information  dissemination — is  con- 
tained within  four  programs.  First,  NTIA  oversees  the  use  of  the  Federal  radio  fre- 
quency spectrum,  and  plays  a  major  role  in  supporting  spectrum  auction  (and  thus 
Federal  revenue  producing)  activities. 

NTIA  also  manages  three  grant  programs,  which  support  the  efforts  of  State  and 
local  governments,  non-profit  groups,  and  public  institutions  applying  telecommuni- 
cation service  to  community  needs.  The  Public  Broadcasting  Facilities,  Planning  and 
Construction  program  assists  1.25  million  people  in  media-underserved  areas  of  the 
Nation  in  receiving  public  radio  and  television  programming,  and  NTIA  requests  $8 
million  for  this  program  in  fiscal  year  1997.  The  Endowment  for  Children's  Edu- 
cational Television,  for  which  $2  million  is  requested  in  fiscal  year  1997,  provides 
grants  for  television  programming  which  support  the  development  of  fundamental 
learning  skills  in  children. 

NriA's  largest  grant  program  is  the  Information  Infrastructure  Grant  program, 
which  supports  public  and  non-profit  educational,  health  care,  public  safety,  and  so- 
cial service  agencies  in  their  efforts  to  apply  the  benefits  of  telecommunications 
technology  to  their  missions.  This  program,  which  requires  local  matching  funds, 
has  become  a  widely  known  "on-ramp  to  the  information  superhighway"  across  the 
country,  and  applications  for  grant  funding  far  outstrip  NTIA's  capacity  to  support 
all  requests.  A  peer  review  process  is  in  place  to  ensure  that  the  grants  selected 
go  to  the  areas  in  greatest  need  and  that  have  workable  innovative  approaches  to 
meeting  that  need.  Through  this  grant  program,  Americans  in  48  states  are  receiv- 
ing educational,  health  care,  and  other  services  for  the  first  time,  through  the  use 
of  telecommunication  applications.  Special  emphasis  is  placed  on  grants  covering 
rural  areas,  where  service  delivery  was  previously  not  cost  effective.  NTIA  requests 
$59  million  for  this  grant  program  in  fiscal  year  1997. 

Later  this  year,  NTIA  plans  to  hold  a  conference  for  reviewing  the  accomplish- 
ments and  follow-up  plans  of  its  Nil  grantees,  and  the  results  of  this  session  will 
be  used  in  further  fine-tuning  of  the  program. 

Two  elements  of  the  National  Oceanic  and  Atmospheric  Administration  (NOAA) — 
the  Office  of  Oceanic  and  Atmospheric  Research  (OAR)  and  the  National  Environ- 
mental Satellite,  Data,  and  Information  Service  (NESDIS) — contain  the  concentra- 
tion of  NOAA's  innovation  programs.  OAR's  scientists  provide  information  which 
support  national  policy  decisions  regarding  climate  change,  ozone  depletion,  marine 
biotechnology,  and  environmental  observation.  This  information  is  equally  vital  to 
America's  businesses,  which  rely  on  the  data  for  making  informed  business  deci- 
sions. OAR  research,  for  which  $232.5  million  is  requested  in  fiscal  year  1997,  pro- 
vides leadership  to  the  world's  scientific  community  in  these  fields,  and  in  fiscal 
year  1997,  OAR  will  focus  priority  attention  on  both  NOAA's  participation  in  two 
initiatives  of  the  National  Science  and  Technology  Council:  the  U.S.  Global  Change 
Research  Program  and  the  High  Performance  Computing  and  Communications  pro- 
gram. 

NESDIS  operates  NOAA's  polar  orbiting  and  geostationary  environmental  observ- 
ing satellite  program,  and  it  provides  the  data  that  other  parts  of  NOAA  need  if 
fulfilling  their  missions.  The  $531.8  million  request  for  NESDIS  in  fiscal  year  1997 
will  be  devoted  to  procuring  additional  satellites  to  succeed  the  current  generation 
of  environmental  satellites,  and  NESDIS  works  closely  with  the  National  Aeronauti- 
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cal  and  Space  Administration  and  the  Department  of  Defense  in  procuring,  launch- 
ing, and  using  satellite  technology. 

The  fee-funded  Patent  and  Trademark  Office  (PTO)  protects  American  innova- 
tions through  the  issuance  and  protection  of  patents  and  trademarks.  To  better 
serve  its  customers,  PTO  has  adopted  many  business  practices  of  the  private  sector, 
and  indeed  is  on  the  road  to  becoming  a  Performance  Based  Organization  (PBO). 
When  the  PBO  program  is  fully  implemented,  PTO  will  have  increased  flexibility 
over  its  operations  and  be  more  accountable  for  performance  results. 

The  protection  afforded  by  PTO,  by  itself  and  in  concert  with  its  Japanese  and 
European  counterparts,  will  help  ensure  that  American  products  and  technology  will 
remain  secure  within  the  global  marketplace.  In  fiscal  year  1997,  PTO  will  conduct 
a  major  initiative  in  patent  automation  and  undertake  a  comprehensive  re-engineer- 
ing effort  of  the  patent  process. 

AMERICA'S  ROLE  IN  GLOBAL  COMPETITION 

The  American  people  are  a  competitive  group,  where  the  opportunity  to  succeed 
in  the  economy  has  been  a  basic  goal.  Our  national  competitiveness,  found  in  work- 
ers and  businesses  alike,  has  always  been  a  driving  force.  The  Department  of  Com- 
merce supports  that  competitive  spirit,  through  programs  that  support  the  ability 
of  American  business  and  industry  to  compete  on  a  worldwide  basis. 

The  trade  development  specialists  and  economic  analysts  of  the  International 
Trade  Administration  (ITA)  have  separate  but  fully  complementary  responsibilities 
for  supporting  the  efforts  of  small  and  medium-sized  companies  in  this  country  to 
export  their  goods  and  services.  ITA  uses  its  industry  sector  expertise,  coupled  with 
advocacy  efforts  and  its  trade  experts  in  46  states  and  69  countries,  to  increase  the 
level  and  number  of  American  exports.  Success  in  these  efforts  is  essential  to  build- 
ing and  maintaining  increased  levels  of  American  exports  in  general,  and  to  target 
areas  (such  as  the  Big  Emerging  Markets  (BEM). 

The  Department  of  Commerce  is  the  lead  player  in  the  Trade  Promotion  Coordi- 
nating Committee  (TPCC),  a  multi-member  government- wide  body  chaired  by  the 
Secretary  of  Commerce.  The  TPCC  has  been  established  to  coordinate  the  efforts  of 
Federal  agencies  engaged  in  advocacy  and  trade  promotion,  as  well  as  enforcement, 
to  ensure  that  programs  complement  (rather  than  overlap)  each  other,  and  that  col- 
lectively our  Nation's  trade  promotion  efforts  are  as  effective  as  possible. 

Stated  simply,  exporting  is  good  business.  Our  analysis  shows  a  marked  difference 
between  companies  that  export,  and  companies  that  do  not.  For  example,  we  know 
that  high-tech  exporting  companies  create  36  percent  more  jobs,  and  these  jobs  have 
16  percent  higher  wages,  than  companies  that  do  not  use  advanced  technologies  and 
that  don't  export. 

ITA's  international  trade  events  enable  American  companies  to  gain  knowledge  of 
exporting  practices  and  requirements,  and  allow  foreign  buyers  to  get  a  con- 
centrated look  at  American  goods  and  services  in  one  spot.  America's  exports  are 
an  essential  element  of  our  economy,  generating  $784  billion.  Approximately  11  mil- 
lion jobs  in  the  United  States  depend  on  exports. 

We've  heard  lots  of  success  stories  from  companies  that  have  benefitted  from 
ITA's  services.  For  example,  the  Consco  Products  Company  of  South  Carolina,  a 
manufacturer  of  decorative  trim,  participated  in  trade  missions  to  Brussels  and 
South  America,  and  received  sales  orders  for  $31,000  from  one  trip  alone.  The  com- 
pany's sales  rose  from  $300,000  to  almost  $5  million  in  less  than  three  years.  The 
FMI  Company,  a  New  Mexico  developer  of  scanner  software,  sold  $100,000  of  its 
products  in  Mexico  after  attending  a  trade  show.  The  list  goes  on  and  on. 

One  important  part  of  the  international  trade  picture  that  I'm  concerned  about 
focuses  on  how  other  countries  are  living  up  to  their  end  of  the  trade  agreements 
we  have.  I  hope  that  the  planned  Gephardt/Hollings  legislation  will  give  us  a  tool 
to  use  in  ensuring  other  nations'  compliance  with  these  agreements. 

In  fiscal  year  1997,  ITA's  budget  request  is  $268.3  million,  essentially  unchanged 
from  fiscal  year  1996 — increases  in  inflation  and  other  unavoidable  costs  have  been 
largely  offset  by  internal  administrative  reductions. 

The  Bureau  of  Export  Administration  (BXA)  supports  America's  competitive  abil- 
ity by  ensuring  that  we  are  not  exporting  goods  which  are  in  conflict  with  the  Na- 
tion's foreign  policy,  national  security,  or  nonproliferation  goals,  and  that  we  are 
able  to  assist  newly-emerging  countries  establish  effective  export  control  systems. 

BXA's  mission  has  been  changing  in  recent  years,  especially  with  the  end  of  the 
Cold  War.  The  resource  requirements  necessary  during  the  Cold  War  have  been  re- 
duced, and  the  bureau  has  streamlined  much  of  its  administrative  structure.  But 
at  the  same  time,  BXA  has  been  charged  with  new  responsibilities.  This  creates  an 
essentially  steady  budget  requirement,  especially  with  enforcement  of  the  require- 
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ments  imposed  by  the  Fastener  Quality  Act  and  the  Chemical  Weapons  Convention. 
$43.7  million  is  the  BXA  request  for  fiscal  year  1997. 

CONQUERING  ECONOMIC  CHALLENGES 

America's  people — and  I  know  that  we  don't  have  any  to  waste — need  jobs,  and 
they  need  to  know  that  their  communities  will  be  economically  stable  places  in 
which  to  live  and  work.  The  Economic  Development  Administration  (EDA),  through 
its  public  works,  planning,  technical  assistance,  economic  adjustment,  and  Defense 
conversion  programs,  provides  opportunities  for  families  and  communities  in  rural 
and  urban  areas,  by  promoting  and  fostering  economic  stability  and  growth,  which 
attracts  private  sector  investments  and  businesses.  Through  the  development  of 
local  partnerships,  communities  work  with  businesses  which  can  provide  a  corner- 
stone for  a  community's  growth,  create  employment  opportunities,  and  foster  long- 
term  stability  for  the  Nation's  economy. 

EDA  funds  provide  the  seed  money  that  distressed  communities  need,  in  order  to 
enter  the  mainstream  of  American  economic  life.  EDA  is  there  to  help  communities 
recover  after  hurricanes  and  earthquakes.  EDA  is  there  to  help  communities  im- 
pacted by  Defense  or  related-industry  downsizing.  EDA  is  there  for  a  much-needed 
industrial  park  or  business  incubator  for  communities  to  provide  local  industries 
with  the  ability  to  expand.  EDA  uses  a  bottom-up  process,  following  techniques  that 
have  been  proven  as  best  practices,  in  providing  for  sound  economic  development. 

EDA  is  one  of  the  bureaus  in  Commerce  that  was  hardest  hit  by  budget  cuts  in 
fiscal  year  1996.  Administrative  costs  and  staff  were  both  reduced,  and  grant  funds 
were  cut  by  one-fourth.  For  fiscal  year  1997,  EDA  has  been  conducting  a  new  review 
of  its  activities,  and  is  cutting  its  public  works  and  economic  assistance  programs, 
in  order  to  focus  attention  (and  request  an  increase)  for  Defense  conversion  and  ca- 
pacity building  activities.  For  this  vital  mission,  EDA  will  require  $353.5  million  to 
assist  local  communities  in  need. 

The  Minority  Business  Development  Agency  (MBDA)  provides  unique  business  de- 
velopment and  expertise  to  a  segment  of  our  economy  that  needs  it  the  most.  Like 
EDA,  MBDA  will  downsize  substantially  in  fiscal  year  1996.  To  operate  as  effec- 
tively as  possible  at  this  lower  level,  MBDA  is  refocusing  its  efforts,  and  will  now 
concentrate  on  assuring  that  the  underutilized  entrepreneurial  skills  of  minority 
companies  will  be  productively  used  to  foster  the  Nation's  competitiveness.  MBDA's 
$34  million  fiscal  year  1997  request  includes  funds  for  providing  greater  access  to 
capital  formation. 

Mr.  Chairman,  you  will  be  interested  to  learn  about  an  initiative  that  these  two 
bureaus,  plus  other  elements  of  Commerce  (and  other  Departments)  are  engaged  in: 
the  Empowerment  Zone  and  Enterprise  Community  (EZ/EC)  initiative,  a  part  of  the 
President's  community  revitalization  strategy.  EDA  and  MBDA,  plus  NIST  and 
NTIA,  are  making  their  resources  and  problem-solving  expertise  accessible  to  EZ/ 
EC  communities,  by  concentrating  on  poverty-stricken  inner  cities  and  rural  areas, 
by  helping  businesses  and  families  located  there  to  create  jobs  and  support  an  eco- 
nomic turnaround  for  their  community. 

SUSTAINABLE  DEVELOPMENT/PRESERVING  OUR  RESOURCES 

Three  elements  of  NOAA — the  National  Ocean  Service  (NOS),  the  National 
Weather  Service  (NWS),  and  the  National  Marine  Fisheries  Service  (NMFS) — pro- 
vide the  core  of  our  environmental  activities.  NOS,  through  its  programs  for  mon- 
itoring and  managing  the  coastal  environment  and  for  developing  charts  and  navi- 
gational aids,  provides  the  tools  that  people  living  in  coastal  areas  need  in  their  ev- 
eryday lives,  especially  for  making  their  living  on  or  near  the  coast.  NOS's  request 
for  fiscal  year  1997  is  $189.5  million,  and  priority  attention  will  be  focused  on  the 
Presidential  interagency  ecosystem  restoration  initiative  in  South  Florida  and  the 
Everglades,  the  Damage  Assessment  and  Restoration  Program,  and  coastal  pollution 
control  activities. 

Weather  forecasts  provided  by  the  NWS  are  essential  to  countless  American  busi- 
nesses and  institutions,  ranging  from  airports  to  family-run  farms,  to  public  edu- 
cation. These  forecasts,  which  are  growing  increasingly  accurate,  provide  key  infor- 
mation in  protecting  property  and  saving  lives.  The  NWS  requests  $670  million  for 
fiscal  year  1997,  a  net  figure  which  includes  increases  for  continued  development 
and  deployment  of  the  Advanced  Weather  Interactive  Processing  System  (AWIPS) 
plus  a  major  computer  system  upgrade,  partially  offset  by  reductions  taken  through 
streamlining  efforts  (as  included  in  the  Administration's  Reinventing  Government 
initiative). 

The  NMFS  manages  fisheries  within  200  miles  of  our  coastline,  and  is  responsible 
for  protecting  marine  species,  seafood  quality  and  safety,  and  fish  stock  surveying. 
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The  $40  billion  commercial  and  recreational  fishing  industries  in  this  country  sup- 
port more  than  one  million  American  jobs.  In  fiscal  year  1997,  NMFS's  request  of 
$305.6  million  will  focus  on  Fishery  Management  Plans  for  controlling  the  Nation's 
fisheries,  on  enforcing  the  Marine  Mammal  Protection  Act  and  the  Endangered  Spe- 
cies Act,  and  the  development  of  stock  assessment  programs  to  support  require- 
ments for  sustainable  fisheries. 

PROVIDING  VITAL  BUSINESS  INFORMATION 

By  assuring  high  quality  and  consistent  information,  Commerce  can  provide  vital 
tools  to  help  American  businesses  and  keep  them  competitive.  The  demographic  and 
market  information  we  develop  is  key  to  decisionmaking  and  market  research,  and 
can  provide  vital  data  to  business  about  who  we  are,  where  we  live,  and  what  we 
need  to  have. 

The  Census  Bureau  is  in  the  business  of  counting  the  American  people  and  track- 
ing the  economy,  a  difficult  and  complex  task,  ranging  from  apportionments  for  Con- 
gressional districts  and  for  Federal  funds  to  State  and  local  governments,  to  market 
research  and  other  information  vital  to  American  businesses.  In  fiscal  year  1997, 
Census  will  implement  a  plan  for  the  2000  decennial  census,  after  consulting  with 
leaders  in  the  fields  of  statistics  and  information  management,  for  determining  the 
most  effective  ways  of  designing  the  survey  process  and  questionnaires,  in  order  to 
produce  the  most  accurate  counts,  with  the  highest  response  rate,  at  the  lowest  per- 
household  cost.  It  is  our  goal  to  have  a  "one-number"  result  for  this  census.  The  fis- 
cal year  1997  overall  Census  request  is  $399.4  million,  of  which  $105.9  million  sup- 
ports the  decennial  census  directly.  I  appreciate  the  Chairman's  support  for  the  cen- 
sus program. 

Census  has  major  initiatives  underway,  which  will  take  advantage  of  the  latest 
technological  advances  and  encourage  new  technological  breakthroughs,  all  driven 
by  Census'  need  to  improve  its  methods  and  the  quality  of  its  data,  while  reducing 
costs.  For  example,  the  bureau  is  conducting  an  innovative  approach  to  improving 
its  overall  data  collection  methods  and  for  benchmarking  itself.  Through  the  Contin- 
uous Measurement  approach,  Census  will  be  able  to  provide  community-based  data 
on  an  annual  basis  through  monthly  surveys. 

The  Bureau  of  Economic  Analysis  (BEA),  a  component  of  the  Economics  and  Sta- 
tistics Administration  (ESA),  provides  essential  data  to  businesses  about  our  econ- 
omy. BEA  conducts  research  and  issues  essential  reports  and  economic  indicators 
which  reflect  the  health  of  the  nation's  economy.  Without  the  essential  information 
produced  by  BEA,  American  business  would  have  no  adequate  way  of  ensuring  how 
our  dynamic  economy  was  changing,  or  how  best  to  serve  its  needs  and  attain  com- 
petitive goals. 

In  addition  to  the  Gross  Domestic  Product  (GDP),  BEA  produces  and  issues  infor- 
mation on  State  and  regional  income  and  production,  international  trade  and  bal- 
ance of  payments,  and  related  activities.  In  order  to  be  as  responsive  as  possible  to 
its  customers,  BEA  is  undergoing  a  review  of  its  data  products  and  of  the  ways 
these  products  are  made  available  to  customers.  Part  of  ESA's  fiscal  year  1997  re- 
quest of  $53.5  million  will  be  devoted  to  maintaining  and  improving  the  GDP  as  a 
part  of  the  BEA's  Mid-Decade  Strategic  Plan.  Following  up  on  recommendations  of 
the  National  Performance  Review's  Reinventing  Government  program,  BEA  contin- 
ues to  find  ways  of  making  its  data  available  to  the  customers  via  electronic  means. 

MANAGING  THE  DEPARTMENT  OF  COMMERCE 

Mr.  Chairman,  my  presentation  to  you  today  would  not  be  complete  without  a 
word  on  how  we  are  managing  the  Department  and  its  resources.  Commerce  has 
been  called  "business's  seat  at  the  Cabinet  table",  and  in  representing  our  cus- 
tomers, we've  taken  a  very  business-like  approach  to  our  management  responsibil- 
ities. We've  also  taken  seriously  the  President's  and  Vice  President's  reinvention 
goals,  and  we  are  eliminating,  and  actively  downsizing  and  streamlining,  a  number 
of  our  programs.  We  recognize  the  need  to  do  more,  with  less. 

We're  taking  steps  to  monitor  the  performance  of  key  programs,  in  advance  of  the 
requirement  for  this  in  the  Government  Performance  and  Results  Act  (GPRA).  De- 
veloping and  using  performance  measures  in  program  management  is  a  difficult 
matter— it's  taken  Great  Britain,  Canada,  Australia,  and  New  Zealand  two  decades 
to  implement  a  set  of  measures  by  which  their  governmental  agencies  are  judged 
and  funded — but  at  this  point,  all  of  our  bureaus  have  developed  measures  for  their 
key  programs.  This  means  that  for  the  first  time,  Department  program  managers 
and  program  customers  will  begin  to  have  an  agreed-upon  set  of  parameters  to  use 
in  managing  and  judging  Commerce  programs.  Program  managers  will  have  a 
sharpened  set  of  ideas  about  what  the  customers  are  looking  for  and  what  they 
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value,  and  customers  will  have  a  clearer  sense  of  what  those  programs  can  and  can- 
not provide.  We  look  forward  to  working  with  you  to  develop  measures  that  respond 
to  your  information  needs  as  you  review  our  budget  requests  in  future  years. 

Mr.  Chairman,  this  completes  my  prepared  remarks.  I  will  be  happy  to  respond 
to  your  questions. 


Biographical  Sketch  of  Michael  Kantor 

Mickey  Kantor  was  sworn  in  as  United  States  Trade  Representative  (USTR)  on 
January  22,  1993.  As  the  United  States  Trade  Representative,  Ambassador  Kantor 
is  the  President's  chief  advisor  on  international  trade  policy  within  the  United 
States  Government.  Since  1993,  Kantor  has  worked  with  President  Clinton  to  con- 
clude more  than  170  agreements  to  expand  trade,  including:  an  autos  and  auto 
parts  agreement  with  Japan,  and  bilateral  treaties  on  areas  ranging  from  textiles 
to  intellectual  property  rights.  Ambassador  Kantor  has  also  utilized  U.S.  trade  law 
to  defend  U.S.  workers  against  unfair  trade  practices.  Among  the  successful  initia- 
tives have  been:  negotiations  for  the  NAFTA  and  the  side  agreements  on  labor  and 
the  environment,  helping  work  with  Congress  for  the  successful  passage  of  the 
NAFTA  implementing  legislation;  reaching  passage  of  the  117-nation  Uruguay 
Round  to  create  the  world's  largest  trade  pact,  passed  in  the  House  and  Senate  in 
December  of  1994,  convening  three  successful  APEC  meetings  of  leaders  of  the  Asia- 
Pacific  region  containing  the  world's  fastest  growing  markets,  and  participating  in 
the  Summit  of  the  Americas  in  Miami  in  December  of  1994. 

Ambassador  Kantor  served  as  National  Chair  for  the  Clinton/Gore  1992  Cam- 
paign and  as  a  member  of  the  Transitional  Board  of  Directors.  He  has  had  a  long 
history  of  public  service,  including  membership  on  the  Christopher  Commission 
which  was  formed  in  the  aftermath  of  the  Rodney  King  beating  in  Los  Angeles.  Dur- 
ing the  Carter  Administration  he  was  on  the  board  of  the  Legal  Services  Corpora- 
tion. He  has  been  a  board  member  of  the  Center  for  the  Study  of  Institutions,  the 
Mexican-American  Legal  Defense  and  Education  Fund,  the  Center  for  Law  in  the 
Public  Interest,  the  California  Commission  on  Campaign  Financing,  and  the  founder 
of  the  Los  Angeles  Conservation  Corps.  Ambassador  Kantor  has  also  served  as  a 
consultant  to  the  American  Bar  Association  Special  Committee  on  Crime  Prevention 
and  Control,  the  White  House  Conference  on  Children  and  the  National  Legal  Aid 
and  Defender  Association. 

Born  in  Nashville,  Tennessee,  on  August  7,  1939,  Ambassador  Kantor  received  a 
bachelor's  degree  from  Vanderbilt  University  in  1961.  After  four  years  of  service  as 
a  naval  officer,  he  went  on  to  study  law  at  the  Georgetown  University  Law  Center, 
and  received  his  degree  in  1968. 

Ambassador  Kantor  is  married  to  Heidi  Schulman  and  has  three  children:  Leslie, 
Douglas  and  Alix. 

Secretary  Kantor.  As  we  approach  the  21st  century,  we  have  a 
new  Gibraltar.  In  the  past,  Gibraltar  was  the  gateway  to  U.S.  eco- 
nomic success  as  British  control  of  Gibraltar  meant  control  of  the 
sea  lanes.  For  the  United  States,  the  clipper  ships  that  took  our 
goods  back  and  forth,  of  course,  were  the  lifeblood  of  building  our 
country. 

The  new  Gibraltar  is  a  combination  of  building  our  domestic 
economy  in  those  areas  that  are  both  underserved  and  deprived 
areas  that  have  been  the  subject  of  devastating  floods,  earth- 
quakes, or  fires  and  places  like  fisheries  and  other  areas  which 
need  help  to  keep  competitive  and  second,  of  course,  to  break  into 
foreign  markets,  to  make  sure  American  business  is  treated  fairly, 
to  level  the  playing  field. 

This  effort  includes  everything  from  trade  agreements  to  enforce- 
ment, which  I  would  love  to  talk  about  today,  because  I  know  both 
you  and  Senator  Hollings  share  my  concern  about  that. 

It  also  includes  advocacy  on  the  part  of  U.S.  businesses  and 
workers  and  assuring  that  our  products  are  getting  into  these  mar- 
kets. This  effort  includes  export  assistance  centers,  and  it  requires 
a  foreign  commercial  service  that  works  well,  and  it  is  right  now, 
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and  this  combination  of  factors  makes  us  the  greatest  exporting  na- 
tion on  Earth. 

The  third  factor  is  to  make  sure  we  have  the  resources,  the  infor- 
mation, and  the  technology  in  order  to  impact  and  to  build  this  new 
Gibraltar,  the  new  gateway  to  21st  century  economic  success. 

And  last,  of  course,  is  to  make  sure  that  the  country  remains 
competitive,  that  we  protect  our  great  resources  on  the  coast.  Fifty 
percent  of  the  American  people  live  within  50  miles  of  our  coast. 
Weather  makes  a  difference  to  them.  It  makes  a  difference  to  our 
airline  industry,  which  is  a  $100  billion  industry,  to  our  fishing  in- 
dustry which,  as  you  know,  between  commercial  and  recreational 
fishing  is  a  $95  billion  industry.  The  trucking,  shipping,  builders, 
and  construction  industries  all  depend  on  the  National  Weather 
Service  predictions  for  the  use  of  technology. 

BUILDING  THE  ECONOMY 

What  I  am  saying  is,  we  need  to  make  sure  we  build  this  econ- 
omy. The  President  recognized,  as  he  ran  for  office  and  came  in — 
our  economy  was  stagnant.  Unfortunately,  our  incomes  and  jobs 
were  not  growing  when  we  came  into  office.  On  a  bipartisan  basis, 
we  have  begun  to  grow  our  economy,  grow  jobs,  and  make  sure  in- 
comes are  rising.  Incomes  have  risen  an  average  of  5  percent  a 
year  for  the  last  3  years.  In  the  last  quarter,  our  economy  grew  2.8 
percent.  We  have  grown  8.7  million  jobs  in  just  39  months. 

At  the  same  time  that  we  have  done  that,  our  productive  capac- 
ity is  the  highest  it  has  been  in  25  years,  and  the  misery  index  is 
the  lowest  it  has  been  since  1968,  and  we  have  done  it  the  right 
way. 

This  President  has  said  we  are  going  to  lower  the  budget  deficit, 
and  we  are  going  to  have  a  balanced  budget.  That  is  a  bipartisan 
issue. 

We  have  cut  the  budget  deficit  by  more  than  one-half  in  39 
months.  We  have  also  lowered  the  number  of  personnel.  By  the  end 
of  this  year,  we  will  have  the  smallest  Federal  Government  since 
Jack  Kennedy  was  inaugurated  President  in  1961.  The  smaller 
Government  will  be  more  effective  and  the  private  enterprise  will 
operate  as  the  engine  of  growth.  We  are  the  world's  greatest  ex- 
porter. We  will  build  our  economy  at  home  and  be  productive 
abroad. 

Let  me  make  two  other  comments,  and  I  will  finish. 

In  doing  all  of  this,  we  have  got  to  make  sure  that  we  are  credi- 
ble with  the  American  people.  And  what  they  have  said  to  us  clear- 
ly is  the  following:  be  responsive  and  do  more  with  less.  And  we 
are  going  to  do  that. 

REDUCTIONS  IN  PERSONNEL 

I  have  a  chart  here  that  I  brought.  In  1991,  the  Commerce  De- 
partment had  about  38,400  employees.  Through  Ron  Brown's  lead- 
ership, it  was  cut  7  percent  in  39  months  or  38  months  until  his 
tragic  death.  And  we  are  going  to  cut  it  another  5  percent  in  just 
the  next  7  months.  When  you  get  down  below  34,000  to  37,775  em- 
ployees  

Senator  Gregg.  33,000? 
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Secretary  Kantor.  I  mean  33,775  employees.  I  am  sorry.  And 
that  means  we  are  going  to  cut  another  1,775  positions  and/or  peo- 
ple. 

Now  why  are  we  doing  that?  Not  just  to  cut  people  or  to  make 
headlines  and  not  just  to  save  money.  It  is  more  effective,  more  ef- 
ficient, and  it  builds  credibility.  It  is  what  we  should  be  doing.  We 
are  going  to  cut  the  layers.  We  have  done  that  in  our  Import  Ad- 
ministration units.  We  cut  from  five  lawyers  to  three  and  we  are 
going  to  try  to  do  it  throughout  the  Department. 

We  have  cut  the  number  of  political  appointments  from  260  to 
219  and  I  plan  to  do  even  better.  We  are  going  to  cut  the  ratio  be- 
tween political  appointees  and  career  employees,  which  we  should 
do;  that  ratio  is  going  to  get  greater  and  greater  because  that  is 
the  way  we  are  going  to  put  more  people  in  the  field  and  less  peo- 
ple in  headquarters. 

We  created  a  congressional  hotline  to  be  more  responsive  to  you 
and  your  colleagues  on  both  sides  here  in  the  Senate  and,  of  course, 
in  the  House.  That  is  already  set  up.  We  have  a  number  of  people 
working  there.  When  you  call  now,  you  get  an  answer  immediately, 
and  you  get  not  only  an  answer  to  the  phone,  you  get  an  answer 
to  your  question. 

We  are  going  to  turn  around  congressional  mail  in  10  days.  That 
has  been  a  problem  in  the  past.  We  are  doing  all  of  this  to  show 
we  can  help  grow  this  economy  and  we  can  help  take  the  momen- 
tum of  the  private  sector  and  perform  our  economic  judo. 

We  do  not  control  the  economy  at  the  Department  of  Commerce, 
nor  even  in  the  Federal  Government.  That  is  not  our  role. 

Our  role  is  to  take  the  existing  progress  we  are  making  in  the 
private  sector  and  enhance  it,  support  it,  and  be  there  where  it  is 
responsible  and  responsive  in  a  way  that  we  can  make  sure  no  one 
gains  an  edge  on  the  United  States  of  America,  whether  it  is  ex- 
porting products  or  in  technology  or  in  information  like  census  in- 
formation or  in  our  economic  statistical  agency,  that  no  one  is  bet- 
ter at  telecommunications  in  these  high  technology  industries  than 
we  are,  and  that  no  one  is  more  supportive  at  building  our  indus- 
tries than  this  administration,  and  working  with  the  Congress  on 
a  bipartisan  basis. 

I  look  forward  to  working  with  this  committee.  I  look  forward  to 
working  through  our  budget  request  and  would  be  pleased  to  try 
to  answer  any  and  all  of  your  questions. 

Senator  GREGG.  Thank  you.  Thanks  for  that  very  precise  state- 
ment as  to  where  you  plan  to  take  the  agency. 

And  I  will  turn  to  my  ranking  member. 

Senator  HOLLINGS.  Thank  you,  Mr.  Chairman. 

To  start  with  the  Department  itself,  Mr.  Secretary,  you  have 
quite  a  job  on  your  hands  to  really  coordinate  and  energize  the 
business  community  on  the  significance  and  importance,  the  essen- 
tiality of  the  Department  itself. 

Just  the  day  before  Secretary  Brown  left  on  this  mission,  he  and 
I  were  on  the  telephone.  We  were  fighting  a  rear  guard  action  to 
save  the  Department.  At  the  time,  I  did  not  know  whether  the  ad- 
ministration was  going  to  veto  a  Commerce  abolition  bill  that  had 
it  passed.  We  were  looking  at  the  worst  case. 
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The  fundamental  involved  here  was  a  lack  of  support  from  busi- 
ness that  prospered  by  the  Department's  programs  and  needed  it, 
absolutely  needed  the  Department,  but  had  gotten  lockjaw  on  the 
particular  point  of  the  repeal  or  the  elimination  of  the  Department 
itself. 

Specifically,  I  talked  to  leaders  in  the  Business  Roundtable,  the 
Conference  Board,  the  National  Association  of  Manufacturers,  the 
Chamber  of  Commerce  of  the  United  States,  and  they  said:  "Oh,  no, 
this  year  what  we  want — and  we  have  told  the  Speaker  and  the 
majority  leader — what  we  want  is  deregulation  and  capital  gains, 
and  in  return  we  will  not  come  to  Washington  on  the  Department 
of  Commerce." 

In  contrast,  the  educators  saved  the  Department  of  Education. 
The  housing,  realtors  saved  the  housing  that  was  in  the  contract 
for  elimination.  The  energy  boards,  nuclear  and  otherwise,  public 
utilities,  saved  the  Energy  Department.  You  will  not  find  energy, 
housing,  or  education  in  the  Constitution.  But  you  will  find  Com- 
merce in  the  Constitution.  Your  Department. 

And  we  were  treating  it  very,  very  casually,  and  we  could  not — 
we  had  to  listen  to  a  rat-a-tat-tat  up  on  the  Senate  floor  about  the 
moneys  and  how  we  could  do  away  with  this  and  do  away  with  that 
and  that  nonsense,  when  the  truth  of  the  matter  is,  every  one  of 
the  sections  involved  are  vital  to  the  success  of  what  you  are  talk- 
ing about,  going  through  a  Gibraltar,  as  you  say. 

Now  I  happen  to  think  it  is  going  through  a  new,  not  Gibraltar, 
but  a  new  era  of  competition.  The  American  industrial  worker  is 
the  most  competitive  in  the  entire  world.  Go  down  to  the  Bureau 
of  Labor  Statistics,  and  you  will  find  that  we  have  been  No.  1  for 
25  to  30  years.  You  will  find  that  Japan  is  not  No.  2,  our  principal 
competitor;  on  the  contrary,  they  are  down  to  about  seven.  You  will 
find  The  Netherlands,  Germany,  and  all  the  others  coming  up. 
What  is  not  competing  is  you  and  me,  us  up  here  in  Washington. 

Specifically,  in  order  to  compete,  let  us  go  to  one  of  the  fun- 
damental programs,  the  Advanced  Technology  Program. 

I  will  enter  into  the  record,  if  the  chairman  would  approve, 
"MITI  Aims  to  Catch  U.S.  in  Network  Commerce".  They  are  going 
to  spend  literally  millions  subsidizing  it,  going  in  and  coordinating 
that,  "MITI  to  Back  Small  Satellite  Development,"  again  millions 
and  millions  of  dollars  to  do  that. 

[The  information  follows:! 

[From  the  Nikkei  Weekly,  Jan.  29,  1996] 

MITI  Aims  to  Catch  U.S.  in  Network  Commerce 

100  COMPANIES  EXPECTED  TO  JOIN  IN  TEST  PROJECTS 

(By  Masato  Ishizawa) 

To  catch  up  with  the  U.S.  on  commercial  transactions  using  computer  networks, 
Japan's  Ministry  of  International  Trade  and  Industry  is  launching  a  series  of  experi- 
mental projects  this  year.  More  than  100  companies  and  at  least  300,000  consumers 
are  expected  to  be  involved. 

"We  realize  that  Japan  is  behind  the  U.S.  in  electronic-commerce  technology,  but 
through  the  experimental  projects  we  are  planning  to  assist  Japanese  firms  to  de- 
velop original  technologies  that  would  suit  Japanese  commercial  practices,"  a  MITI 
official  said.  He  said  the  ministry  will  spend  ¥10  billion  ($93.5  million)  to  support 
19  projects. 
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A  number  of  Japanese  companies,  including  major  department  stores  such  as 
Takashimaya  Co.,  Tokyu  Department  Store  Co.,  and  Daimaru  Inc.,  are  trying  to  sell 
products  through  the  Internet,  a  collection  of  thousands  of  interconnected  computers 
around  the  world. 

At  present,  however,  companies  and  consumers  cannot  depend  on  the  Internet  to 
send  confidential  data,  such  as  credit-card  numbers,  because  the  security  of  the  sys- 
tem may  be  vulnerable. 

To  get  around  this,  consumers  often  give  personal  information  by  fax  or  over  the 
telephone  to  companies  before  purchases  are  made.  Only  orders  are  transmitted 
through  the  Internet. 

Project  participants  are  hoping  to  design  systems  that  would  allow  consumers  to 
send  personal  and  financial  information  securely  through  the  Internet. 

One  of  the  biggest  among  the  19  MITI-sponsored  projects  is  the  Cardless-Card 
System  Platform  project. 

The  project  is  led  by  Nomura  Research  Institute,  the  credit-card  company  JCB 
Corp.,  Hitachi  Ltd.  and  several  other  companies. 

Details  of  the  project  remain  to  be  worked  out  before  its  scheduled  start  in  Sep- 
tember this  year. 

An  official  at  Nomura  Research  Institute  said,  "It  is  going  to  be  an  electronic-com- 
merce network  using  data-coding  technologies  and  an  on-line  credit-verification  sys- 
tem allowing  consumers  to  conduct  all  financial  transactions  using  a  computer  net- 
work. We  expect  about  1  percent  of  Japan's  6.5  million  Internet  users  to  carry  out 
electronic-commerce  transactions  at  our  site." 

In  addition  to  computer  hardware  and  software  firms,  credit-card  companies  are 
playing  key  roles  in  the  electronic-commerce  projects.  Their  well-known  brand 
names  and  in-depth  experience  in  consumer-loan  businesses  bring  expertise,  not 
readily  available  elsewhere,  to  the  project. 

Japanese  market 

"It  is  easy  to  use  technologies  and  know-how  developed  by  the  U.S.  But  it's  impor- 
tant to  develop  schemes  for  the  Japanese  market  because  there  are  a  number  of  dif- 
ferences between  Japan  and  the  U.S.  in  the  way  consumers  use  credit  cards  and 
pay  for  their  loans,"  said  the  MITI  official. 

For  example,  JCB  also  is  a  member  of  a  consortium  with  IBM  Japan  Ltd.  plan- 
ning to  test  electronic  payment  for  on-line  purchases. 

Sumitomo  Credit  Card  Service  Co.,  Toshiba  Corp.  and  Visa  International  have 
formed  a  25-company  consortium  with  the  Daiei  group,  Netscape  Inc.  of  the  U.S., 
Asahi  Bank,  Sakura  Bank  and  Fujitsu  Ltd.  to  start  an  electronic-commerce  trial  by 
the  end  of  1996.  Meanwhile,  DC  Card  Co.  will  conduct  electronic-payment  testing 
with  Mitsubishi  Corp.  and  Mitsubishi  Electric  Corp. 

Although  development  is  a  few  years  behind  the  U.S.,  many  industry  officials  and 
economists  welcome  MITI's  policy  of  encouraging  electronic-commerce  trials.  Gen- 
erally, they  are  optimistic  that,  within  several  years,  a  substantial  number  of  com- 
mercial transactions  will  be  done  through  the  Internet.  But,  at  the  same  time,  they 
want  more  action  from  the  government  on  legislation  to  regulate  electronic  com- 
merce and  to  lower  telecommunications  costs  as  a  way  of  boosting  development  of 
electronic  commerce. 

"Electronic  commerce  through  the  Internet,  using  current  technologies,  is  possible 
now.  If  companies  can  offer  high-value  products  through  computer  networks,  the 
cyber-malls  will  be  able  to  attract  consumers,"  said  Naoto  Okude,  assistant  profes- 
sor at  Keio  University.  But  he  warned  that  the  lack  of  laws  and  regulation  control- 
ling on-line  contracts,  billing,  payment  and  security  of  data  might  delay  develop- 
ment. 


[From  the  Nikkei  Weekly,  Feb.  5,  1996] 

MITI  to  Back  Small-Satellite  Development 

The  Ministry  of  International  Trade  and  Industry  will  undertake  development  of 
small  space  satellites  under  a  new  government  plan  that  will  encourage  private- 
company  participation. 

The  move  follows  a  Japanese  government  decision  to  allow  organizations  other 
than  the  National  Space  Development  Agency  of  Japan  to  engage  in  such  space-age 
activities. 

MITI  will  shortly  conclude  a  contract  with  Germany's  space  development  agency, 
Deutsche  Agentur  fur  Raumfahrt-Angelegenheiten  GmbH.  Together,  they  plan  to 
launch  a  low-cost  small  satellite  within  five  years. 
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The  move  is  intended  to  make  Japan's  space  industry  more  competitive  by  carry- 
ing out  development  of  low-cost  satellites  jointly  with  private  companies. 

To  improve  cost-competitiveness,  MITI  plans  to  standardize  engineering  and  pro- 
duction, and  to  procure  ground  components  from  the  private  sector. 

Major  Japanese  manufacturers,  including  Toshiba  Corp.  and  Mitsubishi  Electric 
Corp.,  are  expected  to  joint  the  initial  project. 

Total  development  costs  are  expected  to  reach  ¥20  billion  ($190.5  million). 

Greater  demand  for  small  and  recoverable  satellites  is  expected,  especially  in  the 
mobile-telecommunications  sector. 

Senator  HOLLINGS.  Now  that  is  the  competition  when  you  sit 
down  across  the  table  to  negotiate  a  trade  agreement.  And  we  are 
sitting  down  there  acting,  you  know,  like  ninnies  saying — market 
forces,  market  forces. 

The  Government  is  a  comparative  advantage  under  the  old  doc- 
trine of  free  trade,  free  trade  and  comparative  advantage.  Everyone 
is  using  their  Government.  We  have  set  the  example  for  50  years. 
No  one  has  followed  that  example.  The  entire  Pacific  rim  has  con- 
trolled trade.  Korea  emulated  it.  Go  down  to  Singapore,  Indonesia, 
Malaysia.  Now  come  up  to  China;  they  are  emulating  it. 

ADVANCED  TECHNOLOGY  PROGRAM 

Specifically,  on  the  Advanced  Technology  Program,  that  came 
about  as  a  result  of  the  wonderful  technologies  that  we  had  over 
in  the  Department  of  Defense.  They  had  a  fellow  named  Craig 
Fields  who  headed  the  Advanced  Research  Projects  Agency;  he  did 
a  magnificent  job  and  said:  "Well,  look,  we  have  got  technology 
backed  up  in  the  old  Bureau  of  Standards  at  the  Department  of 
Commerce." 

So  talking  and  working,  if  we  could  go  from  defense  technology 
to  domestic  technology  and  give  an  assist  when  necessary,  we 
would  not  pick  winners  or  losers,  but  we  would  give  an  assist 
where  necessary,  we  could  start  becoming  more  competitive  at  this 
national  level. 

They  talk  about  a  level  playing  field,  a  level  playing  field.  We  are 
the  ones  that  unleveled  the  field.  We  were  just  totally  unrealistic 
on  that  score. 

So  Craig  Fields  and  we  instituted  the  National  Institute  of 
Standards  and  Technology,  and,  for  example,  the  Advanced  Tech- 
nology Program,  endorsed  by  14  Republican  leaders  just  3  years 
ago  in  the  report  of  the  Republican  task  force  on  defense  conver- 
sion. It  was  fundamental  and  important. 

Now  it  becomes  part  of  the  Contract  on  America  and  targeted  for 
elimination.  What  happens  is  that  the  Advanced  Technology  Pro- 
gram has  got  to  be  peer  reviewed.  Companies  have  got  to  put  up 
50  percent  of  the  money.  They  compete.  The  Government  does  not 
call  you  up  and  say:  We  think  we  have  got  some  assistance  here 
or  a  subsidy  there. 

On  the  contrary,  you  come  on  a  competitive  basis,  and  then  you 
are  peer  reviewed  first  by  the  National  Academy  of  Engineering. 

Second,  then,  you  are  put  into  competition  once  you  pass  muster 
there.  And  then  the  Source  Selection  Board  makes  the  selection — 
not  you,  the  Secretary  of  Commerce.  Secretary  Brown  never  made 
any  selections;  President  Clinton  never  made  any  selections.  Sen- 
ator Danforth  and  I  put  that  in  to  make  sure  it  was  not  pork. 
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Let  me  have  your  comment  on  that  Advanced  Technology  Pro- 
gram, because  it  is  the  No.  1  issue. 

Secretary  KANTOR.  Thank  you,  Senator.  I  could  not  agree  more. 

First,  let  me  take  your  first  point.  And  I  would  like  to  submit 
this  for  the  record,  Mr.  Chairman,  if  that  is  appropriate. 

Senator  GREGG.  Certainly.  It  will  be  included  in  the  record. 

[The  information  follows:] 
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R&D  EXPENDITURES 

Secretary  Kantor.  This  is  a  depiction  of  what  the  European 
Union,  Japan,  China,  and  Korea  are  going  to  spend  over  the  next 
number  of  years  through,  in  some  cases,  the  year  2000  on  R&D  and 
technology  programs. 

The  European  Union  will  be  spending  $123  billion  by  the  year 
1993;  China,  $18  billion;  Japan,  $74  billion;  and  Korea,  $26  billion. 

Our  major  competitors  in  world  trade,  understanding  how  impor- 
tant technology  is  to  the  future  in  dominating  markets  and  market 
share  and  breaking  into  foreign  markets,  have  understood  the 
problem  and  have  made  a  major  commitment.  These  are  our  major 
competitors.  That  is  No.  1. 

No.  2,  a  very  radical  group  led  by  Paul  Allair  and  now  by  Dana 
Meade,  head  of  Tenneco;  Paul  Allair  of  Xerox  involving  people  from 
the  Bush  and  Reagan  administrations  as  well  as  people  from  Rock- 
well and  Bell  South  and  the  Boeing  Co.,  a  very  radical  group  called 
the  Council  on  Competitiveness,  in  1994  indicated  the  following: 
that  because  what  we  have  been  doing  in  partnership  with  the  pri- 
vate sector,  with  peer  review  and  50—50  sharing  of  costs,  taking 
basic  research  preproduction  and  doing  applied  research,  not  pro- 
duction. We  are  not  getting  into  production.  This  is  not  industrial 
policy.  We  are  not  picking  industries. 

And  you  are  right.  I  have  no  choice  as  to  what  companies  are 
picked,  nor  does  the  President  of  the  United  States. 

We  are  trying  to  take  basic  research  and  make  it  real  in  terms 
of  producing  products  which  will  go  into  production  across  industry 
sectors.  That  is  why  it  is  not  so-called  industrial  policy. 

They  said  what  we  have  done  is  taken  eight  leading  critical  tech- 
nologies, everything  from  leading-edge  scientific  instruments  and 
designs  for  manufacturing  and  so  on,  and  I  will  put  this  in  the 
record,  Mr.  Chairman,  if  that  is  all  right  with  you. 

Senator  Gregg.  Certainly. 

[The  information  follows:] 

Council  on  Competitiveness  Critical  Technologies  Update  1994 
execuiwe  summary 

This  update  highlights  America's  current  competitive  position  in  the  94  critical 
technologies  first  outlined  in  the  Council's  report,  "Gaining  New  Ground:  Technology 
Priorities  for  America's  Future."  That  report  showed  how  America's  technology  edge 
had  eroded  in  one  industry  after  another,  casting  doubt  on  the  comforting  view  that 
technology  was  America's  ultimate  comparative  advantage  in  world  markets.  This 
update,  which  is  based  on  an  extensive  survey  of  technology  experts  from  industry, 
higher  education,  labor  and  government,  tells  a  much  more  positive  story — the  Unit- 
ed States  has  significantly  strengthened  its  competitive  position  in  critical  tech- 
nologies during  the  past  five  years.  The  key  findings  are  outlined  below. 

The  United  States  has  come  back  in  technologies  where  it  was  lagging.  As  Table 
1  shows,  we  have  made  significant  strides  in  the  critical  technologies  that  "Gaining 
New  Ground"  rated  as  weak  or  losing  badly.  The  improvement  is  especially  notice- 
able in  commercialization  and  production  systems.  The  private  sector  has  aggres- 
sively embraced  manufacturing  and  quality  as  keys  to  technological  leadership.  As 
a  result,  America's  ranking  has  been  upgraded  in  such  areas  as  total  quality  man- 
agement, design  for  manufacturing,  and  the  integration  of  research,  design  and 
manufacturing.  The  United  States  has  also  made  progress  in  electronic  components, 
such  as  actuators,  laser  devices,  multichip  packing  systems  and  printed  circuit 
board  technology.  Displays  stand  out  as  the  only  area  where  the  United  States  is 
still  losing  badly  and  has  made  no  real  progress  in  the  past  few  years. 


do 

Do. 

do 

Do. 

do 

Do. 

do 

Do. 

do 

Do. 

do 

Do. 

do 

Do. 

Losing  badly  or  lost  

Weak. 

do 

Do. 

do 

Do. 

do 

Do. 
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TABLE  1.— CRITICAL  TECHNOLOGIES  WHERE  THE  U.S.  POSITION  HAS  IMPROVED 

1991  position  Current  position 

Leading  edge  scientific  instruments 

Design  for  manufacturing  

Design  of  manufacturing  processes  

Integration  of  research,  design  and  manufacturing  

Total  quality  management  

Actuators 

Laser  devices 

Photonics 

IC  fabrication  and  test  equipment  Losing  badly  or 

Robotic  and  automated  equipment 

Multichip  packaging  systems 

Printed  circuit  board  technology  

The  United  States  has  maintained  its  position  in  technologies  where  it  was  al- 
ready strong.  We  remain  the  undisputed  leader  in  biotechnology,  environmental 
technology  and  information  technology,  and  continue  to  be  competitive  in  design  and 
engineering  tools.  These  strengths  have  significant  implications  for  U.S.  competi- 
tiveness. America's  solid  foundation  in  information  technology,  for  example,  is  help- 
ing the  United  States  take  a  lead  in  the  creation  of  a  pace-setting  national  informa- 
tion infrastructure.  It  is  also  giving  the  United  States  an  edge  in  international 
standards  setting.  Similarly,  America's  superiority  in  environmental  technology  will 
help  U.S.  industry  take  advantage  of  new  markets  related  to  the  growing  demand 
for  sustainable  development. 

New  critical  technologies  have  come  to  light.  Many  of  the  new  technologies  that 
were  identified  relate  to  the  national  information  infrastructure,  shorter  product 
life-cycles  and  a  growing  demand  for  smaller,  more  sophisticated  products.  Proposed 
additions  to  the  list  include  multimedia  systems,  compression  technologies,  reusable 
software,  rapid  prototyping,  fuel  cells  and  micromechanical  systems. 

Competition  is  increasing.  Many  countries  are  building  competencies  in  critical 
technologies  where  the  United  States  has  traditionally  been  a  world  leader.  Europe 
has  been  competitive  in  chemicals  and  pharmaceuticals  and  is  beginning  to  chal- 
lenge the  United  States  in  biotechnology.  Japan  continues  to  be  strong  in  electronics 
and  engineering  processes.  Both  Europe  and  Japan  have  made  major  strides  in  drug 
discovery  techniques  over  the  past  several  years.  Many  new  competitors  are  also  on 
the  horizon.  India,  for  example,  is  now  recognized  for  its  expertise  in  software. 
China  and  many  of  the  Asian  newly  industrialized  countries  (NIC's)  are  building 
their  technological  capabilities  and  could  pose  a  threat  to  U.S.  competitiveness  over 
the  longer  term. 

INTRODUCTION 

The  Council's  1991  report  "Gaining  New  Ground:  Technology  Priorities  for  Ameri- 
ca's Future"  represented  the  first-ever  private  sector  consensus  on  U.S.  technology 
priorities.  It  included  an  inventory  of  critical  generic  technologies  driving  the  Amer- 
ican economy  and  an  assessment  of  the  U.S.  competitive  position  in  each  one.  The 
competitiveness  debate  has  changed  significantly  in  the  past  three  years.  Industry, 
government  and  universities  are  all  pursuing  new  strategies — companies  are  in  the 
midst  of  restructuring  to  eliminate  inefficiency  and  boost  innovation;  the  Federal 
government  is  developing  policies  to  support  civilian  technology  and  competitiveness 
needs;  and  universities  are  struggling  to  redefine  their  educational  and  scientific 
missions  to  foster  U.S.  competitiveness  more  effectively.  This  update  examines  these 
dynamic  forces  and,  using  "Gaining  New  Ground"  as  a  benchmark,  catalogues 
changes  in  the  U.S.  competitive  position  in  critical  generic  technologies. 

Findings 

Tables  2  through  6  represent  an  assessment  of  how  the  U.S.  position  in  critical 
technologies  has  changed  over  the  past  five  years  based  on  an  extensive  survey  of 
technology  experts  from  industry,  higher  education,  labor  and  government.  As  in 
"Gaining  New  Ground,"  the  technologies  are  divided  into  five  categories:  (1)  mate- 
rials and  associated  processing  technologies,  (2)  engineering  and  production  tech- 
nologies, (3)  electronic  components,  (4)  information  technologies,  and  (5)  powertrain 
and  propulsion  technologies.  The  competitive  position  shows  the  status  of  tech- 
nologies that  are  incorporated  in  products  or  processes  in  the  marketplace,  rather 
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than  technologies  in  the  laboratory.  Each  technology  is  categorized  in  one  of  four 
ways: 

Strong. — U.S.  industry  is  in  a  leading  world  position  and  is  not  in  danger  of  losing 
this  position  in  the  next  five  years. 

Competitive. — U.S.  industry  is  roughly  even  with  world-best.  This  category  in- 
cludes technologies  where  the  United  States  is  leading,  but  it  is  uncertain  whether 
the  leadership  will  be  sustained  over  the  next  five  years,  and  technologies  where 
different  countries  lead  in  different  niches. 

Weak. — U.S.  industry  is  behind  in  technology  or  likely  to  fall  behind  in  the  next 
five  years.  Changes  are  needed  if  the  United  States  is  to  remain  in  the  businesses 
related  to  this  technology. 

Losing  Badly  or  Lost. — U.S.  industry  is  no  longer  a  factor  or  is  not  likely  to  have 
a  presence  in  the  next  five  years.  It  will  take  considerable  effort  or  a  major  change 
in  technology  for  the  United  States  to  become  competitive. 

Understanding  The  Tables 

■ — The  current  competitive  position  compared  to  the  rest  of  the  world. 

□ — The  1991  position  for  technologies  that  have  changed. 

•^ — The  U.S.  competitive  position  is  beginning  to  change,  but  has  not  jumped 
fully  to  the  next  category. 

TABLE  2.— MATERIALS  AND  ASSOCIATED  PROCESSING  TECHNOLOGIES 


U.S.  position 


Technology 


Strong 


Competi 
tive 


Losing 

badly  or 

lost 


Advanced  Structural  Materials: 

Advanced  Metals  

Metal  Matrix  Composites 

Polymers 

Polymer  Matrix  Composites  

Structural  Ceramics  

Electronic  and  Photonic  Materials: 

Display  Materials 

Electronic  Ceramics 

Electronic  Packaging  Materials 

Gallium  Arsenide  

Magnetic  Materials 

Optical  Materials  

Photoresists  

Silicon  

Superconductors  

Biotechnologies: 

Bioactive/Biocompatible  Materials 

Bioprocessing 

Drug  Discovery  Techniques  

Genetic  Engineering 

Materials  Processing: 

Catalysts 

Chemical  Synthesis  

Membranes  

Net  Shape  Forming 

Precision  Coating 

Process  Control 

Environmental  Technologies: 

Emissions  Reduction  

Recycling/Waste  Processing 

Source:  Council  on  Competitiveness. 
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TABLE  3.— ENGINEERING  AND  PRODUCTION  TECHNOLOGIES 


U.S.  position 


Technology                                                            rnmnpti  Losine 

Strong        Co^tl"  Weak         badly  or 

uve  lost 

Design  and  Engineering  Tools: 

Computer-Aided  Engineering ■         

Human  Factors  Engineering  ■         

Leading-Edge  Scientific  Instruments  ■  □         

Measurement  Techniques  ■         

Structural  Techniques  ■  

Systems  Engineering  ■         

Commercialization  and  Production  Systems: 

Computer-Integrated  Manufacturing ■         

Design  for  Manufacturing  ■  □         

Design  of  Manufacturing  Processes  ■  □         

Flexible  Manufacturing  "^  ■       

Integration  of  Research,  Design  and  Manufacturing  ■  □         

Total  Quality  Management  ■  □         

Process  Equipment: 

Advanced  Welding  ■         

High-Speed  Machining  ^  ■       

IC  Fabrication  and  Test  Equipment ^  ■          □ 

Joining  and  Fastening  Technologies  ■         

Precision  Bearings "^  ■       

Precision  Machining  and  Forming  "^  ■       

Robotics  and  Automated  Equipment  ■            □ 

Source:  Council  on  Competitiveness. 

TABLE  4.— ELECTRONIC  COMPONENTS 


U.S.  position 


Technology  rnmnpti  Losing 

Strong        Co^pf  Weak         badly  or 

tlve  lost 

Microelectronics: 

Logic  Chips ■         

Memory  Chips  "^  ■ 

Microprocessors  ■         

Submicron  Technology ■         

Electronic  Controls: 

Actuators ■  Q         

Snors ■         

Optoelectronic  Components: 

Laser  Devices  ■  □         

Photonics  r. ■  □         

Electronic  Packaging  and  Interconnections: 

Multichip  Packaging  Systems  ■  □ 

Printed  Circuit  Board  Technology ■  □ 

Displays: 

Electroluminescent  ■ 

Liquid  Crystal  ■ 

Plasma  and  Vacuum  Fluorescent  ■ 

Hardcopy  Technology: 

Electro  Photography "^  ■       

Electrostatic *^B       
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TABLE  4.— ELECTRONIC  COMPONENTS— Continued 


U.S.  position 


Technology 


Strong 


Competi- 
tive 


Losing 

badly  or 

lost 


Information  Storage: 

Magnetic  Information  Storage 
Optical  Information  Storage  ... 


Source:  Council  on  Competitiveness. 

TABLE  5.— INFORMATION  TECHNOLOGIES 


U.S.  position 


Technology 


Strong 


Competi- 
tive 


Losing 

badly  or 

lost 


Software: 

Applications  Software 

Artificial  Intelligence  

Computer  Modeling  and  Simulation  

Expert  Systems  

High-Level  Software  Languages 

Software  Engineering  

Computers: 

Hardware  Integration 

Neural  Networks  

Operating  Systems  

Processor  Architecture  

Human  Interface  and  Visualization  Technologies: 

Animation  and  Full  Motion  Video 

Graphics  Hardware  and  Software  

Handwriting  and  Speech  Recognition  

Natural  Language 

Optical  Character  Recognition  

Database  Systems: 

Data  Representation 

Retrieval  and  Update  

Semantic  Modeling  and  Interpretation  

Networks  and  Communications: 

Broadband  Switching  

Digital  Infrastructure 

Fiber  Optic  Systems  

Multiplexing  

Portable  Telecom  Equipment  and  Systems: 

Digital  Signal  Processing 

Spectrum  Technologies 

Transmitters  and  Receivers  

Source:  Council  on  Competitiveness. 


■  ► 
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TABLE  6.— POWERTRAIN  AND  PROPULSION  TECHNOLOGIES 


U.S.  position 


Technology  rnmnpti-  Losm6 

Strang  w  Weak         bad|y°r 

tlve  lost 

Powertrain: 

Alternative  Fuel  Engines  ■         

Electric  Motors  and  Drives  ■         

Electrical  Storage  Technologies  ■         

High  Fuel  Economy/Power  Density  Engines  ^  ■       

Low  Emission  Engines □  ■  

Propulsion: 

Airbreathing  Propulsion  ■         

Rocket  Propulsion  ■  


Source:  Council  on  Competitiveness. 
Materials  and  Associated  Processing  Technologies 

The  United  States  has  maintained  or  improved  its  position  in  all  categories  of  ma- 
terials and  associated  processing  technologies.  This  trend  reflects  the  new  priority 
these  technologies  are  receiving  in  the  private  sector.  Companies  are  rebuilding 
their  downstream  manufacturing  capabilities  and  working  more  closely  with  suppli- 
ers to  develop  the  materials  and  processing  technologies  that  form  the  basis  of  prod- 
uct manufacturing. 

A  solid  position  in  these  technologies  is  critical  for  future  U.S.  competitiveness  in 
many  industry  sectors.  Electronic  and  photonic  materials  are  essential  for  low-cost 
production  of  electronic  components.  Advanced  structural  materials  are  keys  to  in- 
novation in  motor  vehicles,  aerospace,  building  and  construction  and  electronics. 
And  the  fast  growing  biotechnology  industry  depends  on  the  development  of  both 
synthetic  and  organic  materials  and  new  techniques  for  their  production.  Although 
the  United  States  is  generally  the  accepted  leader  in  biotechnology,  the  industry  is 
expected  to  face  considerable  competition  from  Europe  in  the  future. 

Engineering  and  Production  Systems 

The  U.S.  private  sector's  renewed  emphasis  on  manufacturing  and  quality  is  evi- 
denced in  America's  position  in  engineering  and  production  technologies.  U.S.  com- 
panies continue  to  be  strong  in  design  and  engineering  tools.  More  importantly, 
there  has  been  an  across-the-board  improvement  in  commercialization  and  produc- 
tion systems.  Companies  have  reorganized  to  break  down  barriers  among  research, 
design  and  manufacturing  and  get  high  quality  products  to  the  market  faster.  A 
commitment  to  incremental  engineering  is  driving  improvements  in  process  tech- 
nologies and  has  contributed  to  U.S.  competitiveness  in  world  markets.  There  also 
appears  to  be  a  growing  recognition  that  both  the  public  and  private  sectors  have 
a  role  to  play  in  assuring  that  the  American  workforce  is  equipped  with  the  skills 
and  the  commitment  needed  to  succeed  in  high  performance  manufacturing. 

Electronic  Components 

New  applications  and  markets  are  helping  the  United  States  to  regain  its  position 
in  electronic  components.  Telecommunications  are  driving  innovation  in  many  seg- 
ments of  the  electronic  components  market.  Applications  in  automobiles,  medical 
equipment  and  instrumentation  are  also  pushing  the  technology  into  new  areas. 

Displays  are  the  clear  exception  to  overall  progress,  illustrating  how  difficult  it 
is  to  recapture  leadership  in  a  critical  technology  once  other  players  dominate  the 
market.  Japanese  corporations  supply  about  95  percent  of  the  $5.6  billion  world  flat 
panel  display  market,  which  is  expected  to  grow  to  between  $14  and  $20  billion  by 
2000.  The  key  issue  is  not  technical  capabilities.  American  firms  are  strong  in  de- 
fense and  other  high-end  market  niches  and  have  invented  many  key  display  tech- 
nologies and  demonstrated  their  feasibility  in  the  laboratory.  The  problem  is  further 
downstream  where  high  capital  investment  and  a  lack  of  manufacturing  experience 
serve  as  barriers  to  high-volume,  low-cost  domestic  production. 

There  are  several  strategies  to  leverage  resources  and  expertise  and  to  help  re- 
duce those  barriers.  The  U.S.  Display  Consortium  was  formed  in  1993  with  funding 
from  the  Advanced  Research  Projects  Agency  (ARPA)  to  build  an  infrastructure  of 
domestic  equipment  and  materials  suppliers  for  display  production.  Federal  support 
stepped  up  in  April  1994  when  the  Defense  Department  announced  a  five-year,  $587 
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million  National  Flat  Panel  Display  Initiative  to  provide  R&D  funding  to  companies 
that  commit  to  establishing  domestic  production  facilities.  It  is  still  too  early  to  de- 
termine whether  these  initiatives  will  create  a  world-class  display  industry  in  the 
United  States. 

Information  Technologies 

Information  technologies  remain  an  unsurpassed  strength  of  the  United  States. 
Products  generated  by  American  companies  are  serving  as  quasi-global  standards  in 
applications  software  and  in  telecommunication  protocols.  Information-technology 
products  are  allowing  geographically  dispersed  information,  resources  and  expertise 
to  be  brought  together  in  innovative  ways.  These  applications  are  revolutionizing 
both  the  manufacturing  and  service  sectors. 

America's  solid  foundation  in  information  technologies  is  helping  the  United 
States  take  a  lead  in  creating  a  pace-setting  national  information  infrastructure 
(Nil).  Both  the  public  and  private  sectors  are  using  information  technology  capabili- 
ties to  develop  and  deploy  new  applications  in  education,  health  care,  manufactur- 
ing, electronic  commerce  and  entertainment. 

Although  the  United  States  remains  at  the  leading  edge  of  most  information  tech- 
nologies, increased  competition  can  be  expected  in  the  future.  India  is  now  recog- 
nized for  its  expertise  in  software  services,  while  Taiwan  is  earning  a  reputation  as 
a  designer  and  manufacturer  of  personal  computers  and  peripherals.  The  United 
States  should  closely  monitor  these  and  other  countries  as  they  build  new  informa- 
tion technology  capabilities. 

Powertain  and  Production  Systems 

The  United  States,  for  the  most  part,  has  sustained  its  competitive  position  in 
powertrain  and  propulsion  technologies.  What  is  new  is  the  policy  focus  in  industry 
and  government  to  ensure  future  technology  leadership  and  develop  environ- 
mentally safe  and  fuel  efficient  vehicles.  The  big  three  auto  makers — Chrysler,  Ford 
and  General  Motors — established  the  United  States  Council  for  Automotive  Re- 
search (USCAR)  in  1992  to  strengthen  the  technology  base  of  the  domestic  auto  in- 
dustry through  cooperative  precompetitive  research.  There  are  currently  fourteen  re- 
search consortia  under  the  USCAR  umbrella,  four  of  which  are  being  carried  out 
through  the  Partnership  for  a  New  Generation  of  Vehicles  (PNGV),  an  industry-gov- 
ernment alliance.  It  is  too  soon  to  determine  the  impact  of  this  new  cooperative  ap- 
proach. 

New  Critical  Technologies 

New  critical  technologies  are  emerging  on  several  fronts  (see  Table  7).  Micro-me- 
chanical systems  are  an  emerging  technology  that  integrate  mechanical  and  elec- 
tronic components  using  chip  technology.  The  technology  has  widespread  applica- 
tions in  the  advanced  consumer  products  market,  as  well  as  in  medical  devices 
(monitoring  and  microsurgery),  environmental  assessment,  building  technology 
(HVAC  controls)  and  automotive  systems. 


Table  7.— New  Critical  Technologies 


Fuel  Cells 
Rapid  Prototyping 
Reusable  Software 
Multimedia  Systems 
Micro-mechanical  Systems 
Compression  Technologies 


Multimedia  systems,  reusable  software  and  compression  technologies  are  critical 
to  the  information  infrastructure.  Shorter  product  cycles  and  stiff  competition  are 
demanding  new  technologies  and  techniques,  such  as  rapid  prototyping,  to  speed 
products  to  market.  And  fuel  cell  technologies  are  being  explored  as  more  efficient 
and  environmentally  conscious  alternatives  to  the  internal  combustion  engine  for 
automobiles.  Although  the  Council  did  not  officially  rank  the  new  critical  tech- 
nologies, many  survey  respondents  indicated  that  the  United  States  is  positioned  to 
take  advantage  of  growing  opportunities  in  these  areas. 
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Endless  Frontier,  Limited  Resources 
u.s.  r&d  policy  for  competitiveness 


Now,  more  than  ever,  research  and  development  (R&D)  drives  the  process  of  inno- 
vation that  underpins  our  nation's  economic  well-being  and  national  security.  To- 
gether with  the  federal  government,  the  members  of  the  Council  on  Competitive- 
ness— private  sector  companies,  academic  institutions  and  labor  unions — are  key 
participants  in  the  U.S.  R&D  enterprise. 

At  no  time  in  the  last  50  years  have  there  been  so  many  forces  and  changes  affect- 
ing the  R&D  enterprise  as  those  that  exist  today.  The  most  salient  ones  include: 
the  unprecedented  mobility  of  capital  and  technology  and  use  of  human  resources 
that  have  helped  other  nations  develop  their  own  R&D  capabilities;  the  rapid  ascent 
of  computer,  information  and  communication  technology  to  a  level  from  which  en- 
tirely new  industries  have  evolved;  the  emergency  of  civilian  and  commercial  inter- 
ests as  the  primary  drivers  of  leading-edge  technology,  rather  than  the  defense  sec- 
tor; the  accelerated  pace,  increasing  complexity,  and  new  disciplines  in  science  and 
technology  that  have  transformed  the  innovation  process  itself;  and  the  mission  to 
balance  the  federal  budget. 

These  forces  have  overtaken  the  post- 1945  system  of  innovation  that  developed 
and  sustained  U.S.  technological  preeminence.  A  new  paradigm  of  R&D  partner- 
ships is  emerging,  based  on  the  collaboration  rather  than  the  separation  of  key  par- 
ticipants in  the  R&D  enterprise.  This  new  pattern  is  one  in  which  the  roles  of  the 
private  and  public  sectors  overlap  in  their  missions  to  provide  a  viable  science  and 
technology  infrastructure.  It  is  based  on  concurrent  technology  processes,  instead  of 
the  time-consuming,  step-by-step  procedures  that  in  the  past  have  transformed  fun- 
damental science  into  products  for  the  market. 

This  report  by  the  Council  on  Competitiveness  provides  guidelines  for  industry, 
government  and  academia  that  will  enable  the  United  States  to  make  the  paradigm 
shift  that  is  necessary  in  the  post-Cold  War  era.  The  Appendices  of  the  report  are 
in-depth  assessments  of  R&D  in  six  industry  sectors  that  are  central  to  U.S.  com- 
petitiveness: Aircraft,  Automotive,  Chemical,  Electronics,  Information  Technology 
and  Pharmaceuticals. 

While  the  lessons  of  these  individual  sector  studies  helped  shape  this  report,  the 
major  findings  emerged  from  the  deliberations  of  a  distinguished  advisory  commit- 
tee of  experts  from  academia,  government  and  industry.  We  own  special  thanks  to 
the  members  of  this  group  for  their  invaluable  insights,  although  the  Council  as- 
sumes responsibility  for  the  conclusions  of  the  report. 

The  title  itself,  "Endless  Frontier,  Limited  Resources:  U.S.  R&D  Policy  for  Com- 
petitiveness," makes  a  key  point.  The  promises  and  expectations  of  R&D  are  in- 
creasing, but  the  resources  needed  to  sustain  the  R&D  effort  are  decreasing.  In  this 
environment,  priorities  not  only  need  to  be  set,  but  knowledge  and  resources  must 
be  shared  through  wide-ranging  collaborations  involving  companies,  universities, 
and  government  agencies  and  laboratories. 

This  report  contributes  to  the  current  assessment  of  the  future  of  U.S.  R&D  but 
stands  apart  from  other  reports,  not  just  by  putting  special  emphasis  on  the  need 
for  partnerships  but  by  framing  guidelines  for  policy  that  are  equally  demanding  for 
the  industrial,  government  and  academic  sectors  "Endless  Frontier,  Limited  Re- 
sources" also  calls  for  a  reasoned  end  to  the  unproductive  ideological  debate  over 
the  federal  government's  proper  role  in  R&D. 

The  Council  on  Competitiveness  and  its  members  have  a  unique  role  to  play  in 
forging  national  consensus  over  the  future  of  the  R&D  enterprise.  The  institutions 
from  which  our  members  are  drawn  operate  at  the  cutting  edge  of  innovation.  They 
have  first-hand  experience  with  the  new  realities  of  the  laboratory,  and  they  provide 
the  foundation  in  science,  technology  and  education  upon  which  U.S.  competitive 
strength  rests.  In  addition,  the  Council  serves  as  a  nonpartisan  reservoir  of  exper- 
tise from  which  both  the  executive  branch  and  Congress  have  drawn. 

The  Council  feels  an  obligation  to  act  on  our  recommendations  and  conclusions  by: 
convening  a  national  discussion  on  the  future  of  the  R&D  enterprise  that  will  focus 
attention  on  the  need  to  set  priorities,  foster  partnerships  and  shape  policies  to  posi- 
tion the  United  State  for  technological  leadership  in  the  21st  century;  stimulating 
our  members  to  address  the  guidelines  for  industry  and  academia;  and  working  with 
Congress  and  the  administration  in  a  nonpartisan  way  to  arrive  at  R&D  strategies 
and  programs  that  further  the  United  States'  competitiveness  and  standard  of  liv- 
ing. 

Paul  Allaire, 
Council  Chairman,  Chairman  and  Chief  Executive  Officer,  Xerox  Corporation. 
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Jack  Sheinhman, 
Council  Vice  Chairman,  Chairman,  Amalgamated  Bank  of  New  York. 

Thomas  E.  Everhart, 
Council  Vice  Chairman,  President,  California  Institute  of  Technology. 

FINDINGS  AND  POLICY  GUIDELINES 

Findings 

The  U.S.  research  and  development  enterprise  finds  itself  in  a  wrenching  period 
of  change  with  the  end  of  the  Cold  War,  the  globalization  of  the  world  economy  and 
the  drive  to  eliminate  the  federal  deficit.  The  coincidence  of  these  forces  marks  the 
end  of  a  post- 1945  era  during  which  the  United  States  dominated  the  process  of 
global  innovation  through  the  sheer  weight  of  its  resources  and  know-how.  The  U.S. 
R&D  establishment  has  now  entered  a  pivotal  phase  of  transition — one  that  will  de- 
termine our  nation's  long-term  capacity  to  make  and  exploit  discoveries  and  innova- 
tions in  critical  areas,  while  providing  world-class  institutions,  facilities  and  edu- 
cation in  science,  mathematics  and  engineering.  As  a  practical  matter,  future  U.S. 
economic  competitiveness  hangs  in  the  balance. 

This  Council  report,  drawing  upon  the  deliberations  of  a  distinguished  advisory 
committee  and  a  companion  set  of  six  industrial  sector  studies,  highlights  the  ways 
in  which  U.S.  industry,  government  and  academia  have  been  responding  to  this  new 
R&D  environment. 

The  Council's  central  finding  is  that  R&D  partnerships  hold  the  key  to  meeting 
the  challenge  of  transition  that  our  nation  now  faces.  Partnerships  are  defined  here 
as  cooperative  arrangements  engaging  companies,  universities,  and  government 
agencies  and  laboratories  in  varying  combinations  to  pool  resources  in  pursuit  of  a 
shared  R&D  objective.  Such  partnerships  vary  widely  in  scale  and  scope,  from  com- 
pany-to-company tie-ups  to  complex  networks  involving  all  three  of  the  stakeholders 
in  the  innovation  process.  The  common  thread  that  runs  throughout  all  partnerships 
is  the  joint  commitment  of  participants — whether  firms,  universities  or  federal  enti- 
ties— to  share  costs,  resources  and  experiences  and  to  draw  strength  from  each 
other  by  leveraging  capabilities.  Government,  industry  and  academia  must  find  new 
ways  of  working  in  concert  to  develop  and  carry  out  the  nation's  research  agenda. 
New  R&D  partnerships  can  and  should  be  compatible  with  intense  market  competi- 
tion, which  is  a  vital  driver  of  innovation.  Each  sector  must  adapt  its  mission  and 
performance  to  new  realities,  set  clear  R&D  spending  priorities,  determine  and  de- 
velop core  competencies,  and  cultivate  a  culture  of  cooperation  that  maximizes  the 
use  of  scarce  R&D  resources. 

Equally,  the  report  finds  that  the  United  States  has  an  urgent  interest  in  resolv- 
ing the  polarized  debate  over  the  proper  federal  role  in  R&D.  This  polarization  has 
not  only  fostered  stop-and-go  policies  at  the  federal  level  but  has  injected  a  striking 
degree  of  unpredictability  into  the  entire  innovation  process,  affecting  all  partici- 
pants. Battles  over  the  proper  limits  of  government  activity  have  reinforced  the  out- 
dated distinction  between  basic  and  applied  research  as  the  primary  basis  for  deci- 
sion-making. The  nation  must  teach  common  ground  and  define  a  more  realistic, 
pragmatic  framework  for  allocating  federal  R&D  resources.  Only  an  inclusive  na- 
tional dialogue  that  brings  together  both  the  executive  and  legislative  branches  of 
government  with  the  private  sector  and  the  U.S.  university  community  will  produce 
the  needed  consensus. 

Over  the  next  several  years,  participants  in  the  U.S.  R&D  enterprise  will  have 
to  continue  experimenting  with  different  types  of  partnerships  to  respond  to  the  eco- 
nomic constraints,  competitive  pressures  and  technological  demands  that  are  forcing 
adjustment  across  the  board.  The  six  sector  studies  appended  to  this  Council  report 
highlight  ways  in  which  U.S.  industries  are  responding.  These  studies  describe  the 
diverse  patterns  of  cooperation  that  each  sector  has  developed,  but  they  also  under- 
score a  number  of  common  themes  and  outstanding  issues. 

First,  industry  is  increasingly  relaying  on  partnerships  with  universities,  while 
the  focus  of  these  partnerships  is  shifting  progressively  toward  involvement  in 
shorter-term  research. 

Second,  while  federal  policy  and  financial  support  are  still  vital  to  many  partner- 
ships, prospective  cuts  in  federal  funding  are  pushing  research  institutions  to  seek 
closer  ties  to  industry  and  prompting  companies  to  re-think  their  R&D  strategies. 

Third,  recently  launched  initiatives  to  increase  interaction  between  industry  and 
the  federal  R&D  establishment  show  promise  in  some  areas  but  have  produced 
mixed  results. 

Fourth,  company-to-company  R&D  alliances  are  on  the  upswing — not  only  among 
domestic  competitors  but  with  suppliers  and  foreign  rivals. 
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Fifth,  concerns  over  intellectual  property  (and  capturing  its  revenues  in  particu- 
lar) have  become  an  increasingly  contentious  factor  in  many  industry-government- 
university  arrangements. 

Sixth,  long-held  distinctions  between  basic  and  applied  research  persist  in  spite 
of  the  changing  reality  in  the  laboratory. 

These  trends  and  issues  are  illuminated  by  developments  in  a  number  of  key  sec- 
tors that  help  drive  U.S.  competitiveness. 

Aircraft. — Competitive  pressures  are  forcing  a  dramatic  shift  in  focus  from  high 
performance  to  delivering  better  value  for  customers.  Efforts  to  meet  customer  de- 
mands for  lower  cost  and  higher  revenues  now  have  priority  over  new  high-risk 
technologies.  In  this  environment,  the  leading  U.S.  commercial  aircraft  manufac- 
turer, Boeing,  has  increasingly  involved  its  component  suppliers  in  R&D  efforts.  In 
turn,  suppliers  are  outsourcing  more  R&D  to  their  sub-contractors.  Each  organiza- 
tion is  focusing  on  core  competencies  in  order  to  cut  total  costs. 

Automotive. — High  costs,  regulatory  burdens  and  an  increasingly  complex  re- 
search agenda  are  drawing  competing  U.S.  automakers  into  closer  R&D  collabora- 
tion. Starting  in  1988  with  an  initial  research  consortium  to  work  on  composites, 
the  network  of  Big  Three  joint  R&D  efforts  has  grown  to  comprise  14  projects,  in- 
cluding the  federally  sponsored  Partnership  for  a  New  Generation  of  Vehicles 
(PNGV)  initiative.  All  three  U.S.  automakers  have  targeted  to  various  degrees  a 
growing  number  of  specific  research  projects  with  universities  and  the  national  lab- 
oratories. 

Chemical. — The  research  structure  of  the  chemical  industry  is  fundamentally 
changing:  short-term  business  unit  needs  rather  than  longer-term  corporate-driven 
imperatives,  are  increasingly  driving  research.  The  number  of  R&D  partnerships  in- 
volving both  large  and  small  firms  in  this  sector  is  growing  as  companies  look  out- 
side of  their  own  labs  to  universities,  federal  laboratories  and  other  companies  for 
research.  For  example,  DuPont  uses  the  National  Institute  of  Standards  and  Tech- 
nology's (NIST)  capabilities,  and  Sandia,  Livermore,  Los  Alamos  and  Argonne  are 
important  R&D  centers  for  the  entire  industry,  though  companies  are  still  conduct- 
ing long-term  research,  they  are  tying  more  of  it  to  business  efforts. 

Electronics. — Partnerships  have  been  an  integral  part  of  this  sector's  competitive 
resurgence.  Over  the  past  decade,  industry  has  succeeded  in  establishing  productive 
links  among  companies,  as  well  as  with  government  and  universities,  high  profile 
initiatives,  like  the  Microelectronics  and  Computer  Technology  Corporation  (MCC), 
the  Semiconductor  Manufacturing  Technology  consortium  (Sematech),  and  the  Semi- 
conductor Research  Corporation  (SRC),  are  widely  recognized  as  models  of  industry- 
industry,  industry-government  and  industry-university  partnerships.  Competition 
forces  the  industry  to  rely  on  collaborative  efforts,  such  as  the  Semiconductor  Indus- 
try Association's  technology  roadmap,  to  define  R&D  and  technology  goals,  set  com- 
mon standards,  and  develop  state-of-the-art  manufacturing  capabilities. 

Information  Technology. — Many  effective  government-industrial-academic  partner- 
ships during  the  past  three  decades  (including  the  National  science  Foundation's 
(NSF)  Supercomputer  Centers  and  the  NSF  Science  and  Technology  Centers,  and 
Engineering  Research  Centers)  have  helped  establish  a  foundation  for  the  explosive 
growth  now  characterizing  this  sector.  The  Internet,  seeded  initially  by  the  tech- 
nology and  resources  of  the  Advanced  Research  Projects  Agency  (ARPA),  is  a  vivid 
example  of  progression  from  a  government-sponsored  to  a  market-driven  network. 
Today,  however,  the  combined  impact  of  competitive  pressures,  escalating  costs  and 
the  globalization  of  markets  puts  a  greater  premium  on  industry-to-industry  strate- 
gic partnerships  rather  than  government-industry  links. 

Pharmaceuticals. — Structural  and  technological  changes,  which  have  blurred  the 
boundaries  between  pharmaceutical  and  biotechnology  companies,  are  transforming 
this  sector.  Pharmaceutical  companies  have  maintained  their  traditionally  close  ties 
with  universities  and  the  National  Institutes  of  Health  (NIH)  in  the  face  of  this 
transformation,  but  industry's  R&D  interests  have  become  more  commercially  fo- 
cused. Concerns  over  the  development  and  protection  of  intellectual  property,  as 
well  as  various  federal  regulations,  have  had  a  restraining  effect  on  some  industry 
interactions  with  the  government  sector  and  universities. 

No  one  knows  exactly  what  the  results  of  today's  experiments  will  look  like,  just 
as  no  one  could  have  foretold  the  shape  and  extent  of  today's  R&D  system  in  1945. 
The  following  policy  guidelines  provide  a  blueprint  for  building  the  R&D  enterprise 
that  will  reinforce  U.S.  competitiveness  in  the  years  to  come. 

ATP  PROGRAM 

Secretary  Kantor.  We  have  gone  from  a  weak  position  in  1991 
to  a  competitive  position  in  1994.  In  four  others  where  we  were  los- 
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ing  or  lost,  which  is  something  that  ought  to  worry  us,  we  now  at 
least  have  gone  to  a  weak  position. 

The  most  recent  report  from  the  Council  on  Competitiveness  laid 
out  why  this  had  happened  and  what  needed  to  be  done.  And  their 
first  recommendation  is:  R&D  partnerships  hold  the  key  to  meeting 
the  challenge  of  transition  that  our  Nation  now  faces  critically  and 
the  No.  1  recommendation,  R&D  partnerships  between  the  Federal 
Government  and,  of  course,  with  industry. 

Obviously  I  make  these  points  in  support  of  an  ATP  program 
which  has  enormous  impact,  but  frankly  very  little  money  com- 
paratively speaking.  I  understand  about  $110  billion  a  year  is  put 
in  by  the  private  sector,  and  money  is  also  put  in  by  other  Govern- 
ment sectors  in  the  basic  research.  But  only  the  ATP  program  is 
taking  technologies  where  it  is  difficult  to  find  private  financing  be- 
cause there  is  some  risk  involved  and  taking  these  new  tech- 
nologies and  making  them  real  through  developing  applied  re- 
search or  preproduction  techniques  where  they  are  usable  to  make 
America  more  competitive. 

If  I  could  just  make  one  other  comment  here  and,  hopefully,  not 
too  long  an  answer.  Let  me  just  give  you  some  examples  of  what 
is  happening  now  in  the  ATP  program:  DNA  diagnostic  develop- 
ment, infrastructure  for  health  care,  manufacturing  composite 
structures,  component-based  software,  computer-integrated  manu- 
facturing for  electronics,  motor  vehicle  manufacturing  technology, 
and  on  and  on  and  on.  There  are  11  different  focus  areas  of  a  criti- 
cal nature. 

Now  I  understand  what  happened  in  the  1996  budget.  As  you 
know,  we  have  asked  for  more  money  in  the  1997  budget. 

It  is  critical  that  we  do  not  lose  our  edge.  America  is  the  most 
effective  technology  nation  on  Earth.  But  if  we  lose  our  edge,  we 
are  going  to  hurt  our  kids  and  our  grandkids,  and  we  are  going  to 
hurt  our  ability  to  export;  we  are  going  to  lose  markets;  and  we  are 
going  to  lose  the  race  against  these  countries  who  understand  just 
how  critical  this  challenge  is. 

Senator  HOLLINGS.  We  always  say  in  the  defense  field  that 
America's  security  is  maintained  through  our  superiority  in  tech- 
nology. We  did  not  have  as  many  troops  as  Russian  troops;  we  did 
not  have  as  many  troops  as  Chinese  troops.  It  could  not  be  on  a 
manpower  basis.  It  had  to  be  on  the  superiority  of  the  technology. 

I  do  not  see  why  mentally  some  cannot  change  over  and  under- 
stand that  that  is  the  name  of  the  game  now,  trying  to  rebuild  our 
economic  strength.  And  there  are  certain  hurdles  in  the  American 
republic  form  of  the  democratic  system  that  forbids,  let  us  say, 
long-range  planning.  We  always  say  the  Japanese  look  long  range; 
the  Americans  are  sort  of  blinded  or  greedy  or  whatever. 

What  we  have  is  a  quarterly  report,  the  blooming  stock  market. 
If  I  were  king  for  a  day,  I  would  make  it  illegal.  I  would  have  just 
annual  reports.  But,  I  mean,  if  your  stock  goes  up,  your  stock  goes 
down — you  have  seen  it  here — in  60  days  the  market  drops  300 
points,  and  it  will  go  back  up  300  or  400  points.  So  there  are  cer- 
tain technological  advances  that  you  cannot  get  the  market,  the 
capitalistic  system,  to  finance  on  the  quarterly  basis. 

And  that  is  where  we  move  in  with  the  Government  on  a  needs 
basis  for  an  exclusive  kind  of  technological  development. 
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Something  from  that  particular  point  that  we  can  emphasize 
also,  the  manufacturing  incentives  that  allow  the  different  commu- 
nities to  commercialize.  There  is  no  use  to  go  ahead  like  we  did 
down  in  Houston.  You  know,  the  three  down  there  got  the  Nobel 
Prize  for  the  Superconductor.  And  the  Japanese  correlated  imme- 
diately 22  different  entities,  and  they  didn't  win  the  prizes — they 
won  the  profits,  because  they  commercialized  the  blooming  thing. 
And  we  are  sitting  in  here  with  our  prize,  saying  how  smart  we  are 
and  going  out  of  business. 

That  is  the  Secretary  of  Commerce's  primary  function,  to  make 
sure  that  we  stay  in  business  in  this  country. 

Now  with  respect  to  trade  and  staying  in  business,  on  China — 
let  me  just  ask  it  this  way:  Do  you  believe  in  supporting  the  Shang- 
hai Communique. 

SHANGHAI  COMMUNIQUE 

Secretary  Kantor.  We  support  the  basic 

Senator  Hollings.  Do  you  believe  Taiwan  is  a  part  of  China? 

Secretary  Kantor.  We  support  a  one-China  policy,  which  is  part 
of  the  communique,  as  you  know,  sir. 

Senator  Hollings.  Taiwan  supports  that.  Mainland  China  sup- 
ports that.  We  support  it.  But  we  act  like  Taiwan  is  a  separate 
country. 

Now  the  New  Hampshire  troops  came  down  to  South  Carolina 
and  took  James  Island  in  the  Civil  War.  We  thought  we  were  not 
a  part  of  the  United  States,  and  Lincoln  burned  my  capital,  Colum- 
bia, while  keeping  the  Union  together. 

Do  you  not  think  that  Beijing  was  doing  the  same  thing  after  the 
Japanese  had  taken  Taiwan?  They  are  very,  very,  very  sensitive 
about  Taiwan.  And  they  are  not  going  to  let  any  United  States  with 
an  aircraft  carrier  running  up  and  down  or  anybody  else  get  in  the 
way  of  their  Taiwan. 

Now  that  is  No.  1.  Let  us  sort  of  even  that  off.  We  misled  Beijing. 
We  said  President  Lee  is  not  going  to  visit  the  United  States  of 
America.  But,  President  Lee  came  to  Cornell,  and  he  mentioned  de- 
mocracy, independence,  and  U.N.  recognition  in  his  talk.  That 
there  is  really  a  sensitive  issue  if  you  are  in  Beijing  trying  to  con- 
trol 1.2  billion  people. 

You  know,  Nancy  Pelosi  on  the  other  side,  she  has  got  one  man/ 
one  vote  in  her  mind.  I  wish  she  would  have  the  task  of  trying  to 
run  that  country  with  one  man/one  vote;  it  would  be  very  difficult. 
It  has  never  been  the  case  in  that  nation's  history. 

So  if  you  get  Taiwan  going  in  that  direction,  you  get  another  sec- 
tion going  in  that  direction  and  everything  else,  I  take  it  like  I 
equate  it  with  the  Civil  War  situation  of  keeping  the  Union  to- 
gether. That  falls  under  foreign  policy,  and  I  have  not  been  able  to 
get  to  the  President  on  that. 

But  to  get  right  to  the  point,  I  was  on  an  aircraft  carrier,  the 
Kitty  Hawk,  30  years  ago  in  the  Gulf  of  Tonkin,  and  we  could  not 
control  20  million  North  Vietnamese.  I  do  not  know  how  the  heck 
we  expect  to  control  1.2  billion  Chinese. 

Senator  Gregg.  I  thought  you  were  just  going  to  get  to  questions 
on  ATP,  but  we  decided  to  give  you  the  time  on  the  China  policy. 
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Senator  HOLLINGS.  No;  I  want  to — that  is  right,  because  to  me — 
you  are  right,  Mr.  Chairman.  China  is,  in  the  next  15  years,  far 
and  away  the  largest  economy,  no  question  about  it.  Japan  will  be 
the  largest  economy  by  the  year  2000.  But  give  China  another  10 
years,  by  the  year  2010,  2015,  it  will  be  the  largest  economy  in 
Asia. 

We  do  have  a  $35  billion  trade  deficit  with  China.  And  what  I 
am  trying  to  do  is  get  a  consistent,  predictable,  continuous  United 
States  policy  toward  China.  And  the  distinguished  witness  now  has 
been  Mr.  Badcop  with  Ron  Brown  being  Mr.  Goodcop. 

And  so  I  think,  gratuitously,  you  are  going  to  have  to  take  over 
both  roles.  And  I  think  that  is  good.  I  do  not  think  there  ought  to 
be  a  Mr.  Badcop/Mr.  Goodcop. 

The  Europeans  exact  their  quotas,  and  they  do  it  in  a  very  dig- 
nified, diplomatic,  positive  way.  And  they  do  not  have  the  big  bal- 
ance of  payment  deficits. 

We  go  mouthing  around:  We  are  going  to  do  this.  We  got  head- 
lines in  the  Washington  Post.  I  guess  that  is  for  the  campaign  in 
November  or  whatever  it  is,  the  sensitivities  over  on  the  House 
side.  But  it  is  absolute  nonsense.  And  it  really  damages  your  par- 
ticular role  as  the  Secretary  of  Commerce  and  trying  to  get  our 
trade  picture  changed  and  straightened  out  with  the  Chinese. 

We  never  have  brought  a  section  301  case  with  the  market  dis- 
ruption from  the  nonmarket  economies.  We  do  not  apply  the  coun- 
tervailing duties  or  the  subsidies  on  the  dumping  cases.  We  do  not 
just  enforce  our  trade  laws. 

We  are  talking  now  on  intellectual  property.  But  the  Customs 
folks  continually  and  just  told  us  again  in  Hong  Kong  2  weeks  ago 
about  $5  billion  in  textiles  not  being  enforced.  That  is  more  jobs 
than  the  CD's. 

Why  do  we  not  use  301,  use  these  positively,  tell  them  upfront 
we  are  going  to  do  it,  and  then  do  it  without  all  of  the  headlines 
and  everything  else,  because  our  trade  policy  is  much  like  the 
warning  I  learned  in  World  War  II  in  the  artillery?  You  never  fired 
a  gun  if  the  recoil  was  going  to  kill  the  gun  crew. 

The  recoil  is  killing  us.  I  mean,  we  are  running  around  saying: 
Man,  we  are  going  to  get  you.  We  are  going  to  have  sanctions  on 
China  so  that  we  can  fire  30,000  employees  up  at  Boeing  as  the 
Europeans  sell  Airbus  in  our  place. 

That  is  wonderful  policy.  I  mean,  our  counterparts  in  Europe 
keep  picking  up  our  marbles,  and  we  keep  mouthing. 

Can  you  help  us  change  that  policy,  so  it  is  positive  and  delib- 
erate and  cut  back  on  this  deficit  and  have  an  understanding  with 
the  Chinese? 

ENFORCEMENT  POLICY 

Secretary  KANTOR.  It  is  a  critical  and  appropriate  question,  and 
I  agree  with  almost  all  of  your  observation,  as  I  always  do.  Some- 
times we  disagree.  Let  me  comment  briefly  on  them. 

No.  1,  in  terms  of  enforcement,  in  1994  when  the  Chinese  refused 
to  enter  into  a  new  bilateral  textile  agreement,  we  invoked  sanc- 
tions and  published  a  list.  We  reached  an  agreement  with  the  Chi- 
nese, which  is  the  toughest  bilateral  textile  agreement  in  American 
history,  led  by  Jennifer  Hillman,  a  friend  of  yours,  who  was  my 
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textile  negotiator,  which  called  for  treble  damages  for  circumven- 
tion and  transshipment,  which  cut  Chinese  growth  in  exports  of 
textiles  to  the  United  States  to  zero  in  year  one  and  1  percent  in 
the  next  3  years  and  literally  went  down  in  the  last  2  years,  Sen- 
ator, 3  percent,  which  is  good.  It  worked. 

No.  2,  we  have  pending  at  the  Department  of  Commerce,  which 
I  cannot  comment  on,  because  it  is  quasijudicial,  a  dumping  case 
on  bicycles  from  China. 

No.  3,  we  invoked  sanctions  on  intellectual  property  before  we 
were  able  to  reach  agreement  on  March  12,  1995,  which  I  signed 
with  Madam  Wa  Yi  in  Beijing. 

So  we  have  stood  up.  We  needed  clear,  consistent,  constant  policy 
with  China,  not  only  in  trade  and  economics,  but  in  strategic  and 
political  matters  as  well.  So  in  that,  I  agree  with  you.  China  is  a 
great  challenge  to  us.  What  we  need  is  reciprocal  engagement.  Let 
me  explain  to  you  what  I  mean  by  reciprocal  engagement. 

RECIPROCAL  ENGAGEMENT 

As  we  take  responsibility  for  peace,  stability,  and  growth  in  Asia 
and  for  our  country,  which  is  the  fastest  growing  area  of  the  world, 
the  Chinese  have  a  similar  responsibility  to  live  up  to  their  agree- 
ments, whether  it  is  market  access  in  agricultural  goods  or  in  in- 
dustrial goods  or  living  up  to  a  bilateral  textile  arrangement  or  on 
intellectual  property  rights  or  in  responding  to  legitimate  concerns 
about  their  desire  to  accede  to  the  World  Trade  Organization.  That 
is  in  the  trade  area.  In  all  other  areas,  they  have  a  similar  respon- 
sibility. Every  great  nation  does. 

I  believe  this  administration,  working  with  China  at  every  level, 
whether  it  is  in  trade  at  the  WTO  or  at  APEC  at  the  regional  level 
or  in  bilateral  agreements,  is  pursuing  a  consistent,  clear,  and  con- 
stant policy.  There  are  bumps  in  the  road.  You  are  absolutely  cor- 
rect. But  what  we  cannot  do,  and  where  we  may  disagree,  is  walk 
away  from  China  when  they  do  not  live  up  to  their  responsibilities. 
I  know  you  are  not  really  suggesting  that. 

We  must  engage,  not  just  because  there  are  huge  potential  mar- 
kets for  the  future,  which  they  are  or  that  they  are  growing  at  10 
to  14  percent  a  year,  or  they  will  be  the  world's  second  largest 
economy  by  the  year  2010  or  2020  depending  on  how  fast  they  grow 
but  because  peace,  stability,  and  growth  depend  on  it. 

So  we  will  continue  on  this  road.  From  time  to  time,  there  will 
be  bumps.  It  will  not  be  smooth.  But  the  fact  is,  the  President  is 
right  about  engagement.  He  is  going  to  continue  on  that  path.  We 
want  unconditional  MFN  for  China  and  cutting  that  off  would  do 
nothing  but  hurt  the  United  States  and  cause  destabilization  in  the 
most  critical  area  of  the  world.  On  the  other  hand,  as  we  go  for- 
ward, China  must  take  responsibility,  just  like  we  have  to  take  re- 
sponsibility. 

Senator  Hollings.  And  when  we  talk  about  their  taking  respon- 
sibility, they  remind  us  very  quickly — Senator  Cohen  and  I  were 
just  there  recently — but  they  have  had  a  country  and  a  society  and 
a  culture  for  over  3,500  years;  we  are  only  a  little  over  200. 

And  they  feel  like  in  a  sense  we  are  always  lecturing  them.  And 
particularly,  they  have  not  invaded  us.  Yes;  western  nations  did  in- 
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vade  and  take  Shanghai  and  Hong  Kong.  They  were  invaded,  and 
Taiwan  was  taken  by  the  Japanese. 

Now  you  say  walk  away  from  the  obligation.  They  feel  positively 
that  President  Bush  made  a  representation  in  the  Shanghai  Com- 
munique that  they  could  have  defense  weaponry,  but  then  we  al- 
lowed the  shipment  of  F-16's,  offensive  weaponry.  They  feel  that 
we  walked  away  when  we  said  President  Lee  was  not  coming  to  the 
United  States,  and  then  we  issued  him  a  visa  to  come.  So  the  walk- 
ing away,  as  far  as  they  are  concerned  is  on  our  counterpart,  and 
they  do  not  look  upon  our  policy  as  one  of  engagement,  but  really 
one  of  confrontation. 

And  by  way  of  emphasis,  I  can  tell  you  here  and  now,  if  some- 
thing had  occurred  in  those  Straits  of  Taiwan,  not  a  single  one  of 
those  Far  East  countries  would  be  on  the  side  of  the  United  States. 
Mark  it  down. 

I  know  there  are  more  expert  opinions  to  the  effect  that  these  al- 
lies would  all  be  with  us.  I  can  tell  you,  Korea  learned  its  lesson, 
and  we  did  too,  when  they  crossed  the  Yalu.  So  South  Korea  would 
stand  fast  regarding  Taiwan  and  not  participate;  Japan  would  not 
participate.  The  Chinese  influence  goes  all  the  way  through  the 
Indo-Chinese  Peninsula,  from  Vietnam  down  to  Thailand.  Singa- 
pore is  Chinese;  Malaysia  is  one-third  Chinese.  They  are  influ- 
enced. They  celebrate  the  year  of  the  rat  in  the  Philippines. 

And  right  to  the  point,  they  have  got  their  influence  in  Africa. 
They  got  the  African  vote  in  the  United  Nations  the  other  day 
when  they  said  it  was  a  nonissue.  They  made  the  motion  on  human 
rights,  so  the  Human  Rights  Commission  of  the  United  Nations 
has  more  or  less  been  negated  by  a  motion  of  the  People's  Republic 
of  China.  They  seem  to  have  the  influence,  and  we  seem  to  have 
the  headlines,  and  most  embarrassingly  headlines. 

So  I  think  that  what  we  should  understand  is  that  you  have  got 
a  real  task  as  a  Secretary  of  Commerce  of  trying  to  educate  histori- 
cally the  administration,  so  we  can  get  an  ongoing  relationship 
with  trade,  let  us  say,  like  our  European  counterparts  have.  They 
do  not  have  any  problems  at  all.  They  are  in  there.  Associations, 
partnerships,  relationships  mean  everything.  And  we  keep  poison- 
ing the  waters. 

Secretary  Kantor.  If  I  might,  just  for  the  record,  I  understand 
what  you  are  saying.  By  the  way,  the  Europeans'  deficit  in  China 
is  growing  dramatically,  No.  1. 

But  No.  2,  for  the  first  time  in  years,  our  percent  increase  in  ex- 
ports to  China  exceeded  our  percentage  increase  in  imports  from 
China  in  1995.  That  is  good  news.  Now  did  it  solve  the  problem? 
I  want  to  make  sure.  Of  course,  it  did  not.  The  deficit  in  China 
went  up  at  a  decreasing  rate.  Now  that  is  hardly  something  we  can 
cheer  about.  But  at  least  we  are  starting  to  move  in  the  right  direc- 
tion. 

Have  we  solved  all  our  problems?  Of  course,  we  have  not.  And 
you  have  articulated  so  well  a  number  of  them.  We  have  got  to 
keep  working  on  this.  The  President  understands  this.  I  think 
when  he  separated  human  rights  from  MFN,  he  did  the  right  thing 
in  1994. 

Senator  Hollings.  I  think  so. 
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Secretary  Kantor.  We  are  going  to  continue  down  that  path.  As 
I  said,  there  are  going  to  be  real  challenges  to  this,  and  we  need 
to  meet  them. 

INTERNATIONAL  TRADE  COMMISSION 

Senator  HOLLINGS.  Let's  jump  to  the  ITC.  Would  you  object  if 
that  crowd  is — in  fact,  their  chairman  writes  articles  about  protec- 
tionism and  everything,  actually  the  antithesis  of  his  role  as  an 
International  Trade  Commission  finding  injuries. 

On  dumping  cases  in  less  than  one-third  of  the  cases  brought  be- 
fore them  by  Commerce  do  they  find  injury.  On  subsidies,  it  is  only 
with  countervailing  duties  22  percent. 

What  happens  is,  you  go  with  your  International  Trade  Adminis- 
tration and  go  through  their  whole  routine  of  witnesses  and  find- 
ings in  a  very  deliberate  fashion.  You  send  Import  Administration 
specialists  overseas  who  go  head  to  head  with  corporate  trade  law- 
yers. Then  you  have  got  to  go  over  to  the  International  Trade  Com- 
mission, another  $42  million  wasted,  and  certainly  the  time  of  the 
Commerce  staff  is  all  wasted.  I  have  had  many  an  industrialist  say: 
I  am  tired  of  paying  Washington  lawyers  for  3  to  4  years  to  go 
through  the  whole  ropes. 

We  find  that  they  are  violating  the  dumping  laws;  they  are  vio- 
lating the  subsidy  laws.  Instead  of  getting  countervailing  duties, 
you  go  over  to  that  International  Trade  Commission,  and  all  they 
do  is  articulate  this  nonsense  of  free  trade,  free  trade,  free  trade, 
and  find  no  injury.  And  they  are  injuring  American  business. 

Do  you  not  think  it  would  be  good  for  the  International  Trade 
Administration  trying  to  find — rather  than  getting  rid  of  the  Tour- 
ism Department  that  was  doing  a  good  job— get  rid  of  the  Inter- 
national Trade  Commission  and  let  the  one  entity,  like  the  jury 
that  finds  the  violation  also  find  whether  or  not  and  assess  the  in- 
jury. 

ENFORCING  TRADE  LAWS 

Secretary  Kantor.  Enforcing  our  trade  laws  is  a  policy  decision. 
The  policy  in  trade  is  carried  out  by  not  only  the  ITC  and  the  Com- 
merce Department,  but  by  the  U.S.  Trade  Representative's  Office, 
working  with  the  President  of  the  United  States. 

I  have  found  it  quite  curious  that  we  have  turned  over  in  our 
trade  policy  these  vital  policy  decisions  in  enforcing  our  trade  laws 
to  a  so-called  independent  agency  whose  deliberations  and  deci- 
sions may  not  reflect  the  economic  and  social  needs  which  build 
jobs  and  incomes  here  in  this  country. 

That  is  a  gentle  way  of  saying  that  I  agree  with  you.  I  have  al- 
ways found  it  stunning  that  the  ITC  has  a  budget  of  $42  million, 
which  I  cannot  comment  on  how  that  is  spent  because  I  have  not 
studied  it.  I  have  not  spent  a  lot  of  time  thinking  about  their  budg- 
et. 

The  U.S.  trade  representative,  now  headed  by  Charlene 
Barshefsky,  who  is  going  to  make  a  marvelous  USTR,  has  a  budget 
of  $2 1  million  which  is  the  smallest  trade  ministry  in  the  developed 
world. 

And  so  without  remarking,  because  I  have  not  looked  at  it  care- 
fully, as  to  how  this  should  be  organized  is  a  frustration  for  me. 
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As  you  know,  I  do  not  believe  we  are  tough  enough  in  enforcing 
our  trade  laws,  Senator,  which  has  been  my  attitude  from  day  one. 
That  is  why  I  support  your  bill,  which,  of  course,  would  give  more 
resources  for  monitoring  and  enforcement  of  trade  agreements  and 
laws. 

MONITORING  ENFORCEMENT  UNIT  IN  ITA 

As  you  know,  we  are  setting  up  in  ITA  a  new  monitoring  and  en- 
forcement unit  to  work  with  USTR,  the  U.S.  trade  representative, 
a  monitoring  enforcement  unit  which  will  be  even  more  effective  in 
this  area.  But  we  need  just  a  little  more  resources.  We  do  not  need 
a  lot.  You  know,  USTR  is  little,  but  they  are  wound  tight,  and  they 
can  get  a  lot  done  with  a  little  money.  So  can  ITA. 

And  so  my  view  is,  I  think  the  Congress  ought  to  take  a  close 
look  at  it,  how  our  trade  laws  are  enforced  and  how  they  are  car- 
ried out. 

Senator  HOLLINGS.  Mr.  Chairman,  you  have  been  very  generous. 
Let  me  yield  to  you  and  Senator  Lautenberg.  I  have  some  addi- 
tional questions  on  the  second  round. 

DOWNSIZING  AT  DEPARTMENT  OF  COMMERCE 

Senator  Gregg.  OK,  thanks.  Those  were  topics  that  I  appre- 
ciated your  getting  into,  because  they  answered  some  of  my  ques- 
tions also. 

On  this  issue  of  downsizing,  the  5  percent  that  you  expect  to  save 
between  now  and  the  end  of  the  year,  the  5  percent,  is  that  a  func- 
tion of  actions  which  we  have  already  taken  as  a  Congress  in  that 
we  have  already  reprogrammed  a  number  of  accounts  which  would 
lead  to  about  a  5-percent  reduction  under  the  present  glide  path, 
or  is  that  in  addition  to  that  5  percent. 

Secretary  Kantor.  It  is  a  combination  of  factors.  Some  is  due  to 
Congress  and  some  is  due  to  what  we  are  doing  internally,  which 
is  just  shifting  resources  and  trying  to  get  more  people  in  the  field, 
less  in  headquarters,  and,  of  course,  lowering  the  number  of  politi- 
cal appointments.  There  is  a  whole  range  of  reasons  we  are  able 
to  do  this. 

PILOT  PROGRAM:  REGULATORY  OFFSET  PROGRAM 

Let  me  just  say  one  program  I  forget  to  mention.  I  have  insti- 
tuted a  pilot  program  I  call  my  regulatory  offset  program. 

Secretary  Brown  did  a  terrific  job  in  lowering  the  number  of  reg- 
ulations in  EDA  and  MBDA  and  other  areas.  I  am  instituting  a 
pilot  program  over  the  next  6  months  where  I  will  not  sign  any 
new  regulation  at  the  Department  of  Commerce,  regardless  of  what 
advocacy  is  brought,  unless  they  bring  me  two  regulations  I  can 
eliminate.  I  am  going  to  do  that  for  6  months  and  see  if  it  works. 

That  is  the  kind  of  discipline  I  think  that  Ron  Brown  started, 
that  I  want  to  continue,  and  lowering  the  number  of  personnel  is 
a  second  way  to  do  it.  The  layers  is  a  third  way.  Getting  rid  of  a 
number  of  political  appointees  is  a  fourth  way.  Making  sure  we  put 
more  people  in  the  field  is  a  fifth  way.  We  need  to  do,  as  I  said 
before,  more  with  less. 
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So  to  a  great  degree,  Congress  can  take  credit  for  our  ability  to 
do  this,  but  it  is  also  a  combination  of  other  factors  as  well. 

Senator  Gregg.  Well,  I  think  that  is  a  good  initiative,  these  two 
regulations  you  are  going  to  eliminate.  It  sounds  like  a  good  idea 
to  me.  Maybe  we  could  accelerate  that  and  eliminate  them  maybe 
even  before  you  get  new  regulations. 

Secretary  Kantor.  I  find  this  an  inducement  factor  that  I  would 
like  to  institute.  And  I  think  it  brings  some  regulations  to  my  at- 
tention that  might  not  be  brought  to  my  attention  under  other  cir- 
cumstances. 

Senator  Gregg.  I  think  it  is  a  good  mindset  to  put  the  agency 
in.  It  sounds  like  an  excellent  idea — as  I  said,  I  hope  you  will  send 
a  copy  of  the  regulations  to  the  subcommittee.  Obviously  we  would 
get  the  ones  you  are  initiating,  but  we  would  also  like  to  receive 
the  ones  you  are  planning  to  eliminate,  so  we  can  support  you. 

Secretary  Kantor.  I  would  be  happy  to  do  that. 

Senator  Gregg.  Now  I  am  wondering  again,  on  the  people  cut, 
do  you  have  an  allocation  of  where  you  expect  these  people  to  be 
reduced? 

Secretary  Kantor.  In  fact,  we  do.  Ray  Kammer  would  you  like 
to  speak  to  that? 

Mr.  Kammer.  Sure.  It  is  going  to  be 

Senator  HOLLINGS.  Come  up  here  where  you  can  talk  and  get  it 
in  the  record. 

Mr.  Kammer.  This  is  a  very  recent  decision  that  Secretary 
Kantor  made,  and  we  are  in  the  process  of  developing  a  plan  which 
we  will  provide  to  you  all  on  an  agency-by-agency  basis.  We  do 
need  to  take  into  account  that  some  agencies  like  EDA  and  MBDA 
have  already  had  quite  significant  cuts  in  their  salaries  and  ex- 
penses, whereas  some  of  the  other  agencies  perhaps  still  have  an 
opportunity  to  contribute.  So  it  will  not  just  be  across  the  board. 

Secretary  Kantor.  For  instance,  I  remember  one  number.  We 
had  260  political  employees  last  year  and  it  is  219  now.  By  the  end 
of  the  year,  we  plan  to  reduce  by  an  additional  10  percent.  That 
is  41.  That  is  a  start.  That  is  just  part  of  it,  I  know,  but  that  is 
one  number  I  remember. 

Senator  Gregg.  Well,  when  you  get  that  plan  together,  we  would 
obviously  like  to  see  your  proposal. 

ADVANCED  TECHNOLOGY  PROGRAM 

On  ATP,  the  understanding  in  the  decision  to  go  forward  with 
funding  it,  which  was,  as  Senator  Hollings  mentioned,  a  point  of 
considerable  contention,  and  you  folks  have  presented  your  case  for 
it,  and  I  am  not  going  to  go  through  the  arguments  against  it.  I 
think  that  case  has  also  been  presented  fairly  well. 

But  my  question  is:  The  understanding  was  when  we  funded  it 
at  221  that  there  would  be  no  new  initiatives.  Is  that  your  plan? 

Secretary  Kantor.  No;  that  is  not  the  understanding  as  far  as 
the  administration  is  concerned.  Mr.  Panetta,  in  negotiation  with 
Mr.  Livingston  over  on  the  House  side,  I  think  reached  agreement 
that  at  least  $25  million  would  go  into  the  new  projects  in  1996, 
and,  of  course,  we  will  institute  new  projects  in  1997. 

Frankly  it  would  not  be  in  the  interest  of  our  country,  that  we 
not  continue  this  program  and  to  take  vital  areas  of  technological 
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advancement  and  enhance  it  forward  through  applied  and  prepro- 
duction  research,  working  on  a  50-50  basis  in  partnership  with  the 
private  sector,  in  order  to  keep  us  competitive. 

I  cannot  imagine  why  we  would  not  want  to  compete  with  the 
Japanese,  the  Europeans,  the  Koreans,  the  Chinese,  and  others. 
Why  would  we  want  to  give  the  playing  field  to  them  when  we 
have  such  an  edge  in  world  trade  today. 

This  is  where  high- wage,  high- skilled  jobs  develop.  It  is  tele- 
communications composites  and  software.  We  are  the  leading  Na- 
tion on  Earth. 

You  know  what  happened  with  Cabletron  in  New  Hampshire  or 
Cisco  Systems,  3-Com.  We  talked  about  it  earlier,  Mr.  Chairman. 
There  would  be  no  Cabletron  except  for  the  research  done  at  the 
Department  of  Defense  over  30  or  40  years  as  to  how  we  are  going 
to  link  up  local  area  networks. 

These  companies  then  took  and  exploited  properly  this  research, 
both  basic  and  applied,  and  we  have  the  leading  industry  in  the 
world  in  that  area.  We  are  dominating  the  entire  world  in  some- 
thing that  is  growing  at  an  ever  more  rapid  clip,  almost  on  an  ex- 
ceptional basis.  It  is  good  for  New  Hampshire,  for  California,  and 
for  the  country.  This  is  multiplied  many  different  times  in  many 
different  areas. 

And  it  seems  to  me,  the  last  thing  we  want  to  do  is  not  give  con- 
fidence to  the  American  public,  and  to  our  industries  and  to  our 
workers,  that  we  are  going  to  walk  away  from  our  technological 
edge  and  allow  others  to  outcompete  us.  That  is  not  the  American 
way.  We  can  compete  with  regard  to  any  competition  as  long  as  we 
understand  we  have  to  work  together. 

This  is  not  all  Government.  The  engine  of  growth  in  this  country 
is  the  private  sector.  But  there  are  times  when  the  private  sector, 
due  to  risk,  due  to  other  factors  or  lack  of  capital,  can  only  put  up 
one-half  the  money  in  vital  areas,  and  we  ought  to  make  sure  we 
continue  this  program. 

We  are  looking  at  an  ATP  program,  about  $300  million,  as  I  re- 
call off  the  top  of  my  head;  that  is  $600  million  when  it  goes  SO- 
SO. 

When  you  look  at  the  private  sector  involvement  in  research,  you 
say:  Well,  that  is  $110  billion.  What  are  you  talking  about?  What 
effect  is  that  going  to  have?  But  when  you  see  what  they  are  work- 
ing on,  you  can  see  the  effect,  when  you  look  at  composites  and 
software  and  other  manufacturing  technologies.  We  must  do  it. 
This  is  not  industrial  policy  but  this  is  good  common  sense. 

Senator  GREGG.  Well,  that  is  an  eloquent  statement  which  I  to- 
tally disagree  with. 

Rather  than  carrying  out  the  hearing  for  an  extended  period  of 
time,  last  year  the  ATP  over  this  period  has  funded  research  at 
Alcoa,  Allied  Signal,  America  Cyanamid,  Amoco,  Apple  Computer, 
Arco  AT&T,  B.F.  Goodrich,  Bethlehem  Steel,  Black  &  Decker,  Boe- 
ing, Bristol-Myers/Squibb,  British  Petroleum,  CBS,  Carrier,  Cat- 
erpillar, Chevron,  Chrysler,  Dow  Chemical,  Dupont,  Eastman 
Kodak,  Exxon,  Ford,  General  Electric,  General  Motors,  Goodyear, 
Hewlett-Packard,  Honeywell,  IBM,  Lockheed,  Martin,  MCI,  3M, 
Martin-Marietta,  Mobil,  Motorola,  NBC,  Oracle,  Owings-Corning, 
Phillips  Petroleum,  Polaroid,  Shell,  Sun  Microsystems,  Teledyne, 
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Texaco,  Texas  Instruments,  Textron,  Time-Warner,  TRW,  U.S. 
Steel,  United  Technologies,  W.R.  Grace,  Westinghouse,  Xerox,  Ze- 
nith, and  many  more  major  corporate  companies  in  this.  Some  are 
even  international  companies  that  are  not  even  based  in  the  United 
States. 

And  it  is  just  hard  for  me  to  understand  why  the  American  tax- 
payer should  have  to  pick  up  the  bill  for  research  at  these  types 
of  companies.  These  companies  have  huge  research  capability.  They 
have  the  dollars  and  the  resources  necessary  to  undertake  those 
things  which  they  consider  to  be  viable. 

And  essentially  what  they  are  doing  is  sticking  their  nose  in  the 
public  trough  for  purposes  of  expanding  their  own  research  activi- 
ties, when  if  they  did  have  viability  on  their  own,  they  would  fund 
them  on  their  own.  They  do  not  need  the  public  taxpayer  to  under- 
write those  companies. 

I  guess  my  question  to  you  is:  With  this  new  $25  million  that  you 
intend  to  spend,  which  I  do  not  happen  to  think  was  the  under- 
standing of  the  agreement,  but  I  was  not  sitting  in  the  room  with 
Congressman  Livingston,  so  I  cannot  represent  what  his  position 
was — with  the  $25  million,  do  you  intend  to  fund  major  corpora- 
tions such  as  this,  or  will  it  be  directed  at  startup  companies  and 
smaller  capitalized  companies  that  may  actually  need  this  type  of 
money,  if  the  money  is  arguably  needed  at  all? 

Secretary  Kantor.  I  understand  the  argument.  Let  me  try  to  put 
some  numbers  behind  it.  About  40  percent  of  the  money  used  in 
this  program  goes  to  the  kinds  of  companies  you  just  listed,  a  pret- 
ty impressive  list  of  companies,  that  employ  thousands  and  thou- 
sands and  thousands  of  Americans  in  high-wage  jobs.  But  60  per- 
cent goes  to  smaller  companies. 

Senator  GREGG.  That  make  millions  and  millions  of  dollars  in 
profits  that  could  go  into  their  research,  if  they  desired  to  do  it. 

Secretary  Kantor.  We  want  them  to  make  profits  and  reinvest 
their  capital  and  grow  more  jobs  and  raise  the  standard  of  living. 

Senator  GREGG.  Absolutely. 

Secretary  Kantor.  But  let  me  just  finish: 

Senator  Gregg.  And  do  their  own  research.  Not  at  the  taxpayers 
expense. 

Secretary  Kantor.  So  60  percent  goes  to  small-  and  medium- 
sized  companies.  Of  the  40  percent  remaining,  one-half  is  allied 
with  small-  and  medium-sized  companies  who  are  subcontractors 
working  with  them. 

So  when  you  start  to  look  at  Polaroid,  who  developed  a  holo- 
graphic system  of  which  I  had  the  pleasure  of  seeing  at  St.  Luke's 
Hospital  in  Tokyo  and  who  is  the  leading  purveyor  of  these  imag- 
ing systems  in  the  world  now,  some  of  the  money  is  going  to  go  to 
larger  companies,  some  to  medium,  some  to  small.  Sometimes  you 
are  going  to  have  consortiums  which  is  one-half  of  that  40  percent. 

You  cannot  have  a  program  that  is  going  to  be  effective  if  we  say 
only  small-  or  medium-sized  companies  are  going  to  be  involved  nor 
one  where  only  larger  companies  are  going  to  be  involved. 

The  question  is  the  technology  not  the  size  of  the  company  or  the 
risk  involved.  The  question  is  putting  up  50  percent  from  the  pri- 
vate sector  and  the  maintaining  our  technological  edge.  Now  I  un- 
derstand your  concern  would  be  if  somebody  has  large  resources  or 
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availability  of  capital,  why  are  they  not  doing  this  research  them- 
selves? 

Frankly,  a  lot  of  their  money  is  spent  on  other  projects  that  are 
less  risky,  more  current  in  terms  of  immediate  revenues  coming 
back,  and  they  are  not  willing  to  take  the  risk  on  some  of  these 
more  important,  far-reaching  technologies  for  the  future. 

We  want  to  encourage  that.  There  is  nothing  inherently  wrong 
with  3M,  Honeywell,  Polaroid,  or  anyone  else  joining  with  small- 
and  medium-sized  companies,  developing  a  consortium  to  build 
America's  technological  base,  putting  in  50  percent  of  the  money 
and  the  Government  putting  in  50  percent  of  the  money. 

What  would  be  wrong  if  we  walk  away  from  America's  techno- 
logical lead.  And  that  would  be  wrong,  because  that  is  where  you 
are  going  to  hurt  American  workers.  That  is  going  to  hurt  our 
standard  of  living. 

This  report  by  the  Council  on  Competitiveness  is  looking  at  this, 
most  of  the  people  on  this  list  are  from  your  party,  not  from  my 
party.  They  are  saying:  Go  get  them.  Keep  it  up.  Keep  this  partner- 
ship going.  It  is  important  to  America. 

They  have  no  vested  interest.  We  are  talking  about  a  $300  mil- 
lion program  that  frankly  ends  up  $600  million.  When  you  divide 
it  among  those  companies,  it  is  not  very  large  for  any  one  of  them, 
but  it  has  very  large  impact. 

Let  us  take  this  momentum  that  we  have  in  this  Nation  where 
for  the  first  time  in  10  years  of  which  for  3  years  in  a  row  we  have 
been  the  most  competitive,  productive  Nation  on  Earth.  It  took  us 
10  years  to  get  there  and  to  come  back  to  that  position.  Let  us  not 
give  that  away.  Let  us  not  take  this  chart  and  10  years  from  now, 
you  and  I  will  be  sitting  around  talking  and  saying:  My  God,  we 
should  have  done  something  when  we  saw  what  the  Europeans,  the 
Japanese,  the  Chinese,  the  Koreans,  and  others  are  doing. 

Senator  GREGG.  Well,  I  think  I  have  to  respond  to  that  because 
I  find  it  not  to  be  compelling.  I  did  not  really  come  to  this  hearing 
to  debate  this  with  a  great  deal  of  intensity.  But  for  me,  you  have 
not  made  a  compelling  case. 

Basically,  what  you  are  saying  is  that  we  have  $300  million 
where  the  Government  picks  the  winners  and  the  losers,  where  you 
have  a  program  that  essentially  involves  some  of  the  largest  com- 
panies in  this  country  obtaining  Federal  support  for  the  purposes 
of  research,  which,  as  you  mentioned,  is  a  small  amount  of  dollars 
for  them,  that  using  that  philosophy  and  that  program,  you  are  es- 
sentially keeping  a  competitive  edge  of  America's  technology. 

Secretary  Kantor.  No;  I  am  saying  I  am  enhancing  it.  We  are 
only  a  very  small  part  of  it. 

Senator  GREGG.  And  my  response  to  that  is  that  one  of  the  prob- 
lems we  have  in  this  country  is  lack  of  capital  formation,  that  the 
marketplace  makes  a  much  better  decision  on  how  capital  should 
be  spent  and  how  research  should  be  spent  than  the  Federal  Gov- 
ernment under  any  scenario,  and  it  should  be  primarily  left  to  the 
marketplace,  and  that  is  what  you  are  doing  when  you  are  creating 
a  program  like  this,  which  is  clearly  at  the  margins  of  the  effort 
and  may  be  enhancing  it  if  it  picks  a  winner  here,  but  maybe  not. 

And  when  you  create  these  programs  where  the  Federal  Govern- 
ment steps  into  the  marketplace,  picks  the  winners  and  losers  and 
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spends  Federal  dollars  to  do  that,  the  basic  thing  that  you  do  is 
generate  a  larger  expense  for  the  Federal  Government,  which 
translates  into  either  higher  taxes  or  a  higher  deficit. 

And  that  means  you  are  taking  capital  out  of  the  private  sector, 
which  could  be  used  effectively  in  the  private  sector,  either  through 
taxation  or  through  borrowing  for  Federal  efforts.  And  those  mon- 
eys would  be  better  allocated  if  they  stayed  in  the  private  sector 
than  if  they  move  in  the  public  sector  in  a  macrosense. 

And  in  a  microsense,  the  Federal  Government  has  a  horrendous 
track  record  in  picking  winners  and  losers  in  technology  activity. 
It  has  a  horrendous  record.  All  you  have  to  do  is  look  at  things  like 
the  synfuels  projects  and  the  Clinch  River  breeder  reactor  and  the 
Idaho  experience,  system  after  system  where  the  Federal  Govern- 
ment has  said:  This  is  the  technology  that  we  must  pursue.  This 
Government  has  been  wrong. 

Why?  Because  the  marketplace  moves  too  fast.  The  marketplace 
moves  much  faster  than  the  Government  can  move. 

And  if  a  company  like  Arco  or  Squibb  or  Goodyear  or  Motorola, 
who  are  on  the  cutting  edge  of  technology  in  their  fields,  knows 
that  something  is  going  to  be  productive,  they  are  not  going  to  wait 
for  the  Federal  Government  to  come  along  and  finance  that.  They 
are  going  to  move  into  that  area.  The  only  time  they  are  going  to 
wait  for  the  Federal  Government  to  come  along  and  finance  it  is 
when  basically  they  figure:  Well,  what  the  hell,  you  know?  Let  us 
see  if  we  cannot  get  the  taxpayers  to  pay  for  this  one. 

Well,  there  is  no  reason  the  taxpayers  should  pay  for  that  one. 
There  is  no  reason  the  taxpayer  should  be  underwriting  these  ini- 
tiatives that  the  private  sector  is  perfectly  capable  of  underwriting, 
especially  where  we  are  dealing  with  a  Government  that  is  spend- 
ing now  $150  billion  more  than  it  is  taking  in. 

ECONOMIC  PROGRESS 

Secretary  Kantor.  I  understand  your  point  and  frankly  mine  is 
not  either  theological,  ideological,  or  philosophical,  but  strictly 
pragmatic.  Well,  let  us  not  build  any  more  roads  or  bridges  or  air- 
ports or  any  other  infrastructure  in  the  United  States,  but  let  the 
private  sector  do  it  all.  Since  they  are  the  ones  who  take  advantage 
of  it  then  you  would  look  at  me  like  I  was  completely  daft. 

Or  let  us  not  build  a  national  security  through  our  Defense  De- 
partment because  we  would  let  the  private  sector  take  care  of  that 
because  they  are  the  ones  who  take  advantage.  You  cannot  trade 
unless  we  have  national  security,  stability,  and  peace  in  the  world. 
Let  them  do  it  all.  You  would  think  I  had  lost  my  mind. 

What  I  am  saying  here  is  the  highways  of  the  future  are  the  na- 
tional information  infrastructure,  composite  materials,  computer 
software,  a  new  technologically  advanced  automobile.  Those  are  the 
technologies  of  the  future  and  the  highways  to  economic  progress. 

Just  as  we  lay  bricks  and  mortar,  put  up  bridges,  build  a  tele- 
communications and  a  highway  system,  shipping  lanes,  and  we 
have  a  Weather  Service,  we  try  to  enhance  our  ability  to  be  com- 
mercially successful  because  we  would  not  have  allowed  in  the  past 
the  private  sector  to  take  on  the  obligation  of  building  the  former 
infrastructure.  This  is  infrastructure.  This  is  America's  future.  This 
is  critical. 
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I  am  not  saying  the  Federal  Government  or  any  other  govern- 
ment should  do  it  all.  We  should  take  the  existing  momentum,  en- 
hance it,  play  economic  judo,  and  get  the  most  out  of  a  very  little 
money.  I  am  being  pragmatic  and  not  philosophical  at  all. 

Frankly  if  it  could  be  done  in  the  private  sector,  it  would  have 
been  done.  Without  the  Defense  Department,  there  would  be  no 
computers.  Where  would  we  be  today? 

And  so  all  I  have  got  to  say  is  this.  There  are  about  34  tech- 
nologies developed  in  the  last  25  years.  I  wish  I  had  the  list  here. 
About  28  were  exploited  by  the  Japanese,  not  by  the  United  States 
of  America.  Do  you  know  why?  Because  we  did  not  have  an  applied 
preproduction  research  capability  to  be  able  to  exploit  it.  That  is 
you  know  what?  Shameful.  Shame  on  us.  We  let  down  the  Amer- 
ican people. 

I  am  not  an  advocate  for  Government.  I  am  an  advocate  for  pri- 
vate growth.  But  I  know  there  are  some  things  that  we  can  use  the 
Government  for  to  enhance  our  private  sector  to  build  jobs  for 
American  people  that  pay  high  wages.  And  that  is  all  I  care  about. 
It  is  not  philosophy  nor  theology.  That  is  a  statement  of  fact. 

Senator  Gregg.  No;  it  is  an  inaccurate  assumption  based  on  a 
statement  of  fact.  Obviously  national  defense  is  a  responsibility  of 
the  Federal  Government.  Obviously  building  roads  is  a  responsibil- 
ity of  the  Government  structure. 

However,  the  ability  to  create  technologies  which  sell  products 
which  are  commercially  viable  is  not  the  obligation  of  the  Federal 
Government.  That  is  the  obligation  of  the  private  sector  and  has 
traditionally  been  the  role  of  the  private  sector. 

The  issue  here  is  whether  or  not  you  set  up  a  special  trough  into 
which  a  small  percentage  of  the  population  of  the  marketplace  can 
participate  and  stick  its  nose  and  obtain  tax  dollars  to  undertake 
research — and  not  even  basic  research;  I  mean,  basic  research 
would  be  defense,  because  that  is  a  role  for  the  Government — it  is 
applied  research,  and  use  that  applied  research  to  build  a  product 
that  they  would  not  otherwise  build  and  they  may  not  actually  be 
able  to  sell.  They  think  they  can  sell  it,  but  they  cannot.  But  it  will 
freeze  up  other  moneys  within  their  business  to  compete  more  ef- 
fectively with  somebody  else  who  is  in  their  same  business. 

And  so  you  are  tilting  the  playing  field  in  favor  of  a  small  group 
of  producers,  most  of  whom  are  capable  of  doing  their  own  research 
and  their  own — using  their  own  technical  capabilities. 

Secretary  Kantor.  Well,  let  us  go  back  again.  Only  20  percent 
is  exclusively  with  small-  and  medium-sized  companies.  Sixty  per- 
cent are  small-  and  medium-sized  companies.  I  am  tilting  the  play- 
ing field  in  favor  of  American  workers.  That  is  my  job. 

Senator  Gregg.  No;  I  do  not  think  you  are,  because  the  Amer- 
ican worker  has  to  pay  the  taxes  to  create  this  program  which  basi- 
cally creates  a  favoritism  system  within  the  Government  to  pick 
winners  and  losers  in  technology  development,  which  is  a  mistake. 

The  Federal  Government  should  not  be  in  the  role  area  of  ap- 
plied or  commercial  technologies  of  picking  winners  and  losers.  And 
what  you  have  here  is  a  program  where  we  take  tax  dollars  out  of 
the  market,  out  of  people's  pockets,  and  tell  them  how  they  should 
then  spend  their  dollars. 

Secretary  Kantor.  Well,  let  me  just  use  an  analogy. 
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Senator  Gregg.  As  a  practical  matter,  it  makes  much  more  sense 
to  allow  the  businessman,  the  entrepreneur,  and  the  individual  to 
decide  how  they  are  going  to  spend  their  dollars  and  what  tech- 
nologies they  are  going  to  invest  in  than  the  Federal  Government. 

Secretary  KANTOR.  Well,  let  me  give  you  an  analogy  right  in  the 
Department  of  Commerce  that  is  critical,  that  is  tied  to  technology, 
and  that  is  information.  The  Economic  Statistics  Administration, 
the  census  provide  the  information  to  American  business  and  the 
American  economy  in  order  that  we  do  not  fly  blind.  In  other 
words,  we  know  what  our  market  is  and  who  the  American  people 
are.  We  understand  where  we  are  going  as  an  economy,  and  we  can 
make  private  and  public  decisions  that  are  effective. 

Now  if  I  suggested  to  you  today  why  do  we  not  just  get  rid  of 
this  and  why  do  we  not  take  these  activities  and  just  get  rid  of 
them  and  let  the  private  sector  come  up  with  these  numbers  and 
let  the  private  sector  fund  it.  First  of  all  you  would  say:  Well,  of 
course,  Mickey  that  is  not  going  to  happen  because  that  does  not 
reach  the  bottom  line,  and  they  think  the  Government  is  supposed 
to  do  that. 

So  we  could  just  be  flying  blind  as  a  country.  We  would  not  at- 
tract foreign  investment.  We  could  not  exploit  our  own  markets  or 
markets  overseas.  We  would  not  understand  where  America  has 
been  and  where  it  is  going.  So  neither  you  nor  I  would  ever  suggest 
we  should  drop  those  functions,  not  at  all.  I  know  you  would  not 
and  I  would  not  do  it. 

If  you  said  to  me  that  we  should  not  have  the  polar  satellites  and 
the  geostationary  satellites  and  the  fixed  systems  as  well  as  the 
doppler  radar  to  deal  with  weather  which  deals  with  a  $100  billion 
airline,  shipping,  trucking,  insurance,  a  fishing  industry,  $95  bil- 
lion to  be  exact,  $70  billion  of  which  is  recreational,  you  would  say: 
No,  no,  no.  We  have  got  to  do  that,  too. 

But  when  I  suggest  and  when  you  say  basic  research,  we  under- 
stand. The  Federal  Government  ought  to  be  there,  but  not  applied 
research. 

Well,  that  somewhat  defies  that  there  is  a  thin  line  there  that 
I  am  having  trouble  dividing  here. 

What  I  am  saying  is  the  engine  of  growth  in  this  country  is  the 
private  sector.  There  are  certain  common  enterprises  that  we  all 
agree  as  a  Nation  we  should  take  on  to  be  efficient,  be  effective, 
not  spend  too  much  money  but  make  them  work,  in  order  to  help 
private  enterprise  grow  jobs,  grow  the  standard  of  living,  and  grow 
our  industries  in  order  to  compete  in  foreign  markets  as  well  as 
compete  here. 

That  is  what  we  are  doing  at  Commerce,  everything  from  EDA 
and  MBDA  and  NOAA  with  the  fisheries  all  the  way  to  preserving 
our  natural  resources,  working  together  commercially  to  make  us 
stronger  as  a  Nation. 

Is  everything  at  Commerce  done  perfectly?  Of  course  not.  Can  it 
be  done  better?  Yes;  it  can.  Are  we  working  on  it  every  day,  as  Ron 
Brown  did,  to  try  to  do  that?  Yes;  we  will. 

But  what  I  am  trying  to  say  in  a  very  articulate  way  is  that  we 
have  got  to  work  together  to  build  the  country  in  order  to  compete 
in  the  21st  century.  We  are  literally  building  a  launching  pad  into 
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the  next  century  with  the  private  sector  leading.  We  are  clearing 
the  tracks  to  allow  them  to  go  forward. 

Let  me  use  one  number.  In  1995,  because  we  become  more  com- 
petitive, we  increased  our  exports  by  $72.4  billion.  It  is  the  largest 
increase  in  exports  in  any  1  year  by  any  nation  in  the  history  of 
humankind,  not  because  we  are  so  smart,  not  because  we  operate 
perfectly,  not  just  because  the  President  put  great  emphasis  on 
this,  although  that  made  a  big  difference.  It  was  because  American 
business  and  American  workers  had  never  been  more  competitive. 
Please,  let  us  not  harm  that  competitive  ability.  Let  us  enhance  it. 
That  is  all  I  am  saying. 

Senator  GREGG.  Well,  I  appreciate  that,  that  is  what  you  are  say- 
ing. Again,  I  am  not  sure  your  simile  has  adjoining  comparisons. 

Senator  Lautenberg.  Mr.  Chairman,  may  I  ask  the  chairman:  Is 
it  the  intention  of  the  Chair  to  let  other  Senators  participate,  or  do 
we  kind  of 

Senator  GREGG.  Well,  actually  I  yielded  initially  to  the  Senator 
from  South  Carolina  before  I  asked  any  questions,  and  the  Senator 
from  South  Carolina  did  pursue  a  line  of  questioning  that  took 
about  40  minutes. 

And  I  do  not  intend  to  spend  a  great  deal  more  time  on  ATP.  I 
will  just  summarize  my  views.  The  Secretary  has  summarized  his 
views. 

My  view  is  that  if  you  want  to  enhance  the  private  sector,  you 
do  not  have  the  public  sector  trying  to  design  where  winners  and 
losers  will  be  in  it.  And  the  purpose  is  obviously  to  clear  the  tracks, 
not  to  lay  the  tracks. 

INCREASE  IN  SPENDING  FOR  CENSUS 

I  want  to  talk  a  little  bit — I  want  to  ask  you  a  question  about 
this  census  issue.  This  is  where  the  biggest  increase  in  spending 
is  going  to  occur  over  the  next  few  years  at  Commerce.  This  is 
where  the  big-dollar-ticket  items  are  going  to  be. 

We  have  some  serious  concerns  up  here  on  the  Hill  about  first, 
the  rate  of  growth  and  cost  and  second,  the  systems  that  are  going 
to  be  used  to  pursue  this  account,  and  I  would  like  to  get  your  gen- 
eral view.  I  recognize  you  probably  have  not  had  time  to  get  into 
the  nitty-gritty  of  this  because  it  is  a  pretty  complex  issue.  But  if 
you  could  give  us  your  general  view  on  where  you  see  the  census 
going  in  dollars  and  where  you  see  it  going  as  to  philosophy  of  how 
they  are  going  to  pursue  this  account. 

Secretary  Kantor.  We  are  obviously  ramping  up  to  the  sending 
of  the  census  in  the  year  2000.  Nothing  is  more  important  than 
having  an  accurate,  full,  and  complete  count  of  every  American.  I 
think  we  all  agree  on  that. 

I  am  trying  to  listen  carefully  both  to  my  inspector  general  and 
to  Ev  Ehrlich,  who  heads  this  operation,  at  Commerce  as  to  how 
best  to  pursue  this.  There  is  some  debate  as  to  how  to  use  statis- 
tical sampling  and  at  what  point  to  use  it,  whether  it  is  70  percent 
or  90  percent  or  95  percent  or  not  at  all,  or  should  we  try  to  phys- 
ically count  every  American. 

I  come  in,  and  I  want  to  say  to  the  gentleman,  as  a  skeptic.  I 
have  spent  some  time  in  my  previous  incarnation  before  I  ever 
came  into  Government,  where  I  have  spent  almost  all  of  my  career, 
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except  as  a  naval  officer,  practicing  law,  being  involved  to  some  de- 
gree with  groups  who  had  great  concerns  with  the  census  and 
turned  out  to  be  right,  that  the  count  was  an  undercount,  and  we 
need  to  do  better. 

I  am  convinced  that  between  Ev  Ehrlich  and  our  inspector  gen- 
eral, we  are  starting  to  reach  a  consensus  on  the  census  that 
makes  sense  for  the  country.  We  are  going  to  spend  $105  million 
more  in  the  budget  in  1997.  It  goes  up  until  we  spend  about  a  little 
over  $2  billion  in  the  year  2000. 

We  have  saved  about  $900  million  just  by  trying  to  use  new  tech- 
niques in  a  way  that  would  be  more  efficient.  We  are  very  con- 
cerned about  cost.  We  understand  the  budgetary  constraints  that 
we  have.  We  are  all  for  a  balanced  budget  with  the  correct  prior- 
ities. We  want  to  make  sure  we  reach  one.  And  so  we  will  continue 
to  work  with  you.  But  I  believe  what  has  been  laid  out  here  is  a 
realistic  need  in  order  to  have  a  correct,  proper,  and  usable  count. 

Now  I  will  pledge  to  the  Chair  and  this  committee  that  as  I  get 
more  and  more  deeply  into  the  details  of  how  this  is  being  done, 
if,  in  fact,  we  can  save  more  money  by  using  other  techniques  then 
I  will  come  back  to  you,  and  I  will  literally  ask  for  less  money.  I 
know  that  would  be  unusual  on  the  part  of  a  bureaucrat  like  me, 
but  I  will  do  that.  I  think  it  is  important  that  we  maintain  credibil- 
ity with  this  committee  and  with  the  American  people  and  that  we 
spend  as  little  as  possible  to  get  as  much  as  we  can.  But  it  is  criti- 
cal that  we  have  an  accurate  and  complete  count  in  the  year  2000. 

STATISTICAL  SAMPLING 

Senator  GREGG.  Have  you  made  any  decision  personally  on  the 
statistical  sampling  issue?  I  would  presume  it  is  early  yet. 

Secretary  Kantor.  No;  I  have  not.  I  am  somewhat  of  a  skeptic 
on  that.  It  needs  to  be  proven.  Ev  Ehrlich  has  made  some  real  in- 
roads into  my  thinking.  But  I  am  listening.  I  do  not  believe  I 
should  make  a  snap  judgment  on  that.  I  do  not  have  to  at  this  mo- 
ment. And  I  think  I  ought  to  listen  carefully  before  I  make  that 
kind  of  decision. 

Senator  Gregg.  I  have  a  number  of  other  questions.  But  I  appre- 
ciate the  patience  of  the  Senator  from  New  Jersey.  I  recognize  he 
has  put  up  with  a  great  deal  of  discussion. 

Senator  Lautenberg.  I  have  learned  a  lot,  Mr.  Chairman. 

Senator  GREGG.  So  I  will  yield  to  the  Senator  from  New  Jersey. 

Senator  Lautenberg.  Thank  you.  I  enjoyed  this  course  in  man- 
agement and  statistics  and  various  other  subjects.  I  have  learned 
a  lot. 

First,  let  me  say  to  Mickey  Kantor  that  I  am  delighted  to  see  you 
here  in  this  capacity,  sorry  about  the  route  that  it  took  to  get  you 
here,  but  I  have  been  a  strong  supporter  of  the  Kantor  capability 
and  have  watched  you  solve  lots  of  difficult  problems,  and  I  am  en- 
couraged by  the  fact  that  there  is  someone  of  your  ability  and  com- 
mitment to  take  over,  Mickey. 

I  would  also  take  a  moment  to  establish  a  credential  that  I  some- 
times do  around  here.  And  that  is,  I  came  out  of  the  technology 
business,  and  if  one  can  give  any  credibility,  I  have  a  place,  like 
my  colleague,  Bill  Bradley,  who  is  a  member  of  the  Hall  of  Fame 
of  Basketball,  and  while  kids  do  not  ask  me  for  my  autograph,  I 
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am  a  member  of  the  Information  Processing  Hall  of  Fame,  even 
though  it  is  of  dubious  existence.  It  is  in  Dallas,  TX,  and  estab- 
lished as  more  of  a  commercial  enterprise. 

But  I  am  considered  a  kind  of  father  of  the  computing  industry, 
computing  as  distinguished  from  computer,  the  soft  side  instead  of 
the  hard  side.  And  despite  the  incredible  youth  that  you  see  in 
front  of  you,  we  started  our  business  in  the  earliest  1950's,  and  the 
company  continues  to  do  very  well  without  any  Government  sup- 
port and  unfortunately  without  my  hand  in  leadership. 

But  ADP,  my  old  company,  has  29,000  employees,  a  company 
that  we  started.  None  of  us  had  any  resource  except  a  determina- 
tion to  succeed. 

And  I  give  you  that  background  just  for  a  moment  to  talk  about 
business  that  we  tried  to  do  overseas,  abroad,  in  many  cases.  And 
the  company  just  made  an  acquisition. 

I  started  20  years  ago  in  France,  and  we  had  a  few  probes  and 
could  not  succeed,  because  in  France  at  the  time,  even  though  we 
hired  locals,  natives,  invariably  the  question  from  the  prospective 
buyer  of  our  services  would  be:  Well,  you  work  for  that  American 
company,  right?  Obviously  spoken  in  French.  And  almost  without 
exception,  we  could  not  get  the  business. 

And  when  I  hear  the  discussion — with  all  due  respect  to  the 
chairman,  who  is  a  very  thoughtful  fellow  and  I  have  respect  for 
his  views — about  whether  or  not  America  ought  to  build  its  invest- 
ment and  business  superhighway  and  provide  that  kind  of  avenue 
for  companies  and  individuals  to  travel,  I  say  amen,  because  we  are 
competing  in  a  world  that  does  not  function  like  ours. 

The  easiest  place  to  see  it  is  in  the  airplane  business.  And  when 
France  and  the  United  Kingdom  and  Italy  and  Spain  get  together 
to  form  the  Airbus  consortium,  they  want  to  take  our  bacon,  and 
they  are  willing  to  do  lots  of  things  to  take  it. 

And  when  we  see  MITI  and  other  entities  created  to  induce  par- 
ticular product  development  because  somebody  in  Government  or  a 
group  in  Government  sees  a  way  to  go,  then  are  we  to  stand  on 
the  sidelines  and  say:  Private  sector,  wake  up,  wake  up,  wake  up? 
I  think  that  everyone  is  aware  of  the  fact  that  the  payoff  in  busi- 
ness today  and  in  Government  is  how  visible  your  short-term  ac- 
tions are. 

There  is  almost  no  reward  politically  or  functionally  in  business 
for  long-term  decisions.  Executive  compensation  is  based  on  what 
happens  this  year.  Elections  are  won  on  what  the  promises  are  for 
this  year. 

Now  it  breaks  my  heart  to  see  our  country  in  the  condition  that 
we  are.  Everything  is  short  term.  Make  it  now;  hit  it  hard;  and  get 
the  hell  out  of  here  and  take  the  loot  with  you,  whether  it  is  a  term 
in  the  Senate  or  a  term  in  the  Congress  or  whether  it  is  a  term 
as  a  CEO  or  the  next  person  in  waiting  for  the  CEO's  job.  Make 
that  short-term  decision. 

And  I  think  we  have  a  national  obligation  to  help  formulate  a 
picture  that  says:  Listen,  we  want  you  to  do  things  that  are  going 
to  have  some  effect  20  years  from  now  or  30  years  from  now  and 
not  simply  drain  the  coffers  dry. 

If  I  were  called  on  in  my  company  to  make  cuts,  I  never,  never 
went  through  with  a  knife  and  just  slashed  all  the  departments, 
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because  maybe  it  was  time  to  foster  our  Marketing  Department  or 
our  Product  Development  Department  or  our  Production  Depart- 
ment. And  this  madness  that  we  are  going  through  around  here  is 
cut,  cut,  cut;  it  is  like  everybody  was  elected  to  be  the  accountant 
of  the  year. 

It  is  painful  to  see  what  has  happened.  Hell,  we  ought  to  be 
boosting  the  Commerce  Department  on  our  shoulders,  not  nec- 
essarily for  its  good  deeds,  but  for  what  it  is  supposed  to  do. 

And  it  took  Ron  Brown's  death  to  legitimize  the  Department. 
Now  everybody  says:  Gee,  he  was  a  terrific  guy.  He  worked  hard 
for  our  country.  He  worked  hard  to  advance  our  economic  competi- 
tive place. 

A  terrible  tragedy  struck.  But  maybe  we  ought  to  rethink  the 
plan  to  get  rid  of  the  Commerce  Department.  Maybe  because  there 
was  an  individual  in  there  who  attracted  our  attention,  who  did  the 
right  thing.  Maybe  now  we  understand  what  the  Department  is 
about  just  a  little  bit. 

We  are  talking  about  technology.  Where  is  the  world  going?  Read 
the  book  written  by  Jeremy  Rifkin  which  says:  End  of  work.  Ninety 
million  jobs  out  of  the  present  120  million  that  exist  could  fall  to 
technology  in  the  next  20  years. 

What  the  devil  do  we  do  with  the  people  who  are  displaced, 
whether  it  is  information  services  and  telephone  where  you  are 
going  to  index,  as  they  have  in  France  now,  the  name  of  the  party 
you  want,  and  there  will  be  no  human  interface,  or  such  simple 
things  as  the  cash  register  at  the  supermarket?  You  probably  will 
not  even  have  an  attendant.  You  will  pass  the  merchandise  your- 
self. And  it  goes  on  to  far  more  technical  things. 

RESEARCH  AND  DEVELOPMENT 

Boy,  we  ought  to  be  burning  the  wires.  Get  companies,  induce 
them,  and,  yes,  if  necessary,  spend  some  money  there.  And  I  think 
we  ought  to  talk  to  the  companies.  I  think  that  there  ought  to  be 
a  policy  within  Government  to  bring  them  in,  talk  to  them,  encour- 
age them  to  invest  in  R&D. 

My  State  is  the  home  of  more  pharmaceutical  companies  than 
any  other  State  in  the  country.  And  one-third  of  the  dollars  spent 
on  research  are  spent  in  New  Jersey.  But  it  takes  over  $350  million 
to  produce  a  successful  drug,  because  there  are  lots  of  failures 
along  the  way.  And  we  are  trying  to  move  FDA  to  a  quicker  resolu- 
tion of  problems,  to  get  the  research  done  sooner,  and  to  finance 
these  things. 

We  ought  to  be  looking  at  ways  to  enhance  the  process  and  not 
throw  the  baby  out  with  the  bath  water. 

I  like  this  chart.  But  I  have  got  to  tell  you,  I  look  at  it  not  so 
much  as  the  declining  slope  of  the  curve,  but  rather  what  gets  done 
in  that  Department.  Should  we  cut  it  further,  or  should  we  say: 
Hey,  listen,  we  have  cut  enough. 

The  competitive  world  is  getting  tougher  by  the  day.  The  market- 
places are  changing.  Just  look  at  China.  The  Chinese  are  very  in- 
ventive people;  they  are  not  just  sewing  machine  operators.  And 
they  are  going  to  be  out  there  trying  to  make  the  fanciest  TV  or 
the  smallest  telephone  or  the  things  that  improve  health.  And  we 
had  better  make  our  investments. 
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In  that  connection,  I  want  to  just  ask  a  couple  of  questions. 

LEGISLATIVE  CHANGES  FOR  PATENT  AND  TRADEMARK  OFFICE 

First  of  all,  I  introduced  legislation  making  reforms  to  the  Patent 
and  Trademark  Office,  having  to  do  with  personnel  policies,  pro- 
curement, et  cetera,  to  give  the  PTO  the  ability  to  hire  people  with 
the  kinds  of  skills  that  are  rarer  and  rarer  to  find  and  to  have  re- 
tention be  what  one  would  like  if  one  was  in  a  private  sector  com- 
pany. 

Have  you  looked  at  some  of  the 

Secretary  Kantor.  Yes;  I  have  looked  at  it  in  some  detail,  Sen- 
ator. And  it  is  much  like  the  administration's  approach. 

Senator  Lautenberg.  Absolutely.  _        , 

Secretary  KANTOR.  There  are  two  or  three  differences,  lhe  ad- 
ministration believes  we  are  on  the  right  track,  and  we  want  to 
work  with  you  to  make  sure  we  get  this  done. 

You  know,  PTO,  the  Patent  and  Trademark  Office,  and  their 
functions,  along  with  census  and  statistical  analysis,  and  tech- 
nology, provide  the  base  of  where  we  are  going  in  the  future,  both 
in  knowledge  and  protection  and,  of  course,  in  technology  develop- 
ment. And  so  it  is  the  second  part  that  I  have  in  my  head. 

The  first  part  is,  you  build  our  domestic  economy.  That  is  things 
from  EDA  to  what  NOAA  does  in  terms  of  supporting  our  transpor- 
tation industries,  to  our  fisheries,  to  MBDA. 

The  second  part  is  to  make  sure  that  in  international  trade  we 
enforce  our  laws.  We  have  an  advocacy  center  that  is  working  very 
well,  which  was  Secretary  Brown's  brilliant  idea,  that  our  Foreign 
Commercial  Service  officers  work  with  our  private  businesses  to 
open  up  new  markets,  so  your  negotiations  in  France  would  not 
take  so  long  next  time.  ,    rt(V  .  .  .,, 

But  looking  at  the  Patent  and  Trademark  Office,  working  with 
you  new  legislation,  making  sure  that  it  is  as  efficient  and  effec- 
tive and  responsive  as  possible  is  just  part  of  this  whole  ability  tc 
gain  and  keep  this  technological  edge. 

Senator  LAUTENBERG.  Well,  if  we  are  going  to  advance  the  ball 
certainly  we  have  to  make  sure  that  those  who  apply  for  the  pat- 
ents, those  who  hold  the  patents,  have  truly  the  asset  that  the> 
worked  so  hard  to  produce,  and  then,  of  course,  the  enforcement  ir 
terms  of  anticounterfeiting  activities,  et  cetera.  And  when  we  talfc 
about  China,  we  know  what  a  sore  spot  that  is. 
PTO  SURCHARGE  FUND 

Another  subject  was  the  surcharge  fund  that  was  supposed  to  g( 
into  the  financing  of  the  office.  And  what  has  happened  now  is  thai 
some  of  those  funds  are  being  used  by  Treasury  in  terms  of  dehcn 
reduction,  as  I  understand  it. 

What  are  your  thoughts  on  how  we  protect  those  dedicated  lund: 
for  that  specific  purpose? 

I  think  every  time  that  we  discover  that  there  is  a  way  to  impos( 
a  fee  that  seems  to  be  palatable  to  the  public,  we  find  a  way  to  us< 
it  for  purposes  other  than  its  intended  use. 

There  is  no  greater  advocate  of  trust  funds  or  the  like  being  pro 
tected  than  Senator  Hollings. 
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And  this  is  one,  Fritz,  that  is  not  a  trust  fund  per  se,  but  it  is 
a  directed  fund. 

Any  thoughts  on  that? 

Secretary  Kantor.  Yes;  I  have  some  initial  thoughts.  After — I 
think  it  is  21  days,  but  I  have 

Senator  Lautenberg.  You  are  doing  quite  well  in  discussing 
these  subjects.  I  am  impressed. 

Secretary  Kantor.  Well,  Ron  Brown  and  I  were  partners,  and  I 
knew  a  little  bit  about  this,  to  say  the  least,  before  I  came  over. 

If  you  look  at  NTIS,  the  National  Technical  Information  Service, 
or  PTO,  they  are  self- funding  and  have  been. 

In  some  ways,  not  to  disagree,  but  the  fact  is,  whether  or  not  it 
goes  for  deficit  reduction  and  we  have  a  budgetary  item  for  patent 
and  trademark,  it  is  really  just  taking  it  out  of  one  pocket  and  put- 
ting it  in  the  other. 

Frankly,  for  the  purposes  of  building  credibility  and  confidence  in 
the  American  public,  I  would  rather  see  this  money  go  right  in  and 
funded  and  show  a  zero  line  item  if  patent  and  trademark  is  being 
funded  through  fees. 

I  really  do  not  have  the  expertise,  let  me  admit,  to  understand 
why  we  would  put  it  in  deficit  reduction  and  then  have  a  line  item 
to  fund  the  PTO  office  itself. 

The  National  Technical  Information  Service,  of  course,  is  zeroed 
out  because  it  is  self-funding  right  now  and  provides  a  very  valu- 
able service  to  many  in  this  country,  in  academia  as  well  as  in  in- 
dustry. 

And  so  I  have  seen  the  same  question  you  have  raised.  I  am  not 
sure  I  have  a  precise  answer  as  to  what  should  be  done.  But  my 
gut  reaction  is,  we  ought  to  zero  it  out  because  it  builds  credibility 
with  American  taxpayers.  But  that  is  just  my  gut  reaction. 

PIRACY  PROBLEM 

Senator  LAUTENBERG.  Absolutely.  And  that  is  where  we  should 
go  with  all  of  our  funding  today.  Everybody  wants  to  know:  Are  we 
getting  the  value  that  we  ought  to  for  the  investments  that  we. 
make? 

I  wanted  to,  just  for  a  moment,  talk  about  the  piracy  problem; 
something  that  you,  in  fact,  worked  on  wearing  your  other  hat. 
What  do  you  see  as  the  capacity  to  get  things  done  to  protect  it  in 
your  new  responsibility  in  Commerce,  to  protect  us  from  the  kinds 
of  incredible  competition  that  we  see  by  piracy  from  people  who  we 
are  doing  lots  of  business  with  and  expect  to  do  a  lot  more?  And 
we  feel  like  we  are  falling  prey  to  their  habits  even  as  they  develop 
favorable  trade  balances  with  us. 

Secretary  Kantor.  There  are  a  number  of  things  we  can  do.  As 
you  know,  the  International  Trade  Administration  [ITA]  has  done 
a  number  of  things,  everything  from  advocacy  to  trade  law  enforce- 
ment. We  are  setting  up  a  new  unit.  I  think  you  came  in  after  we 
talked  about  that,  but  I  think  Stu  Eisenstadt  said  that  when  he 
was  before  the  Commerce  Committee  he  talked  about  that  aspect 
of  foreign  commercial  service,  export  assistance  centers,  and  so  on. 

But  we  need  to  work  and  support  the  United  States  trade  rep- 
resentative, as  the  acting  representative  Charlene  Barshefsky,  who 
holds  China,  Argentina  as  well,  and  others'  feet  to  the  fire  as  they 
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do  not  live  up  to  their  international  obligations  to  protect  intellec- 
tual property  in  their  economies.  Frankly,  they  are  hurting  them- 
selves because  people  are  not  going  to  invest  in  an  economy  where 
you  cannot  protect  intellectual  property.  But  they  also  are  hurting 
us. 

It  is  estimated  China  produced  88  million  CD  and  CD-ROM's  in 
the  last  year  and  only  5  million  were  consumed  in  China  and  83 
million  went  somewhere  else.  They  are  getting  not  only  into  Asia 
and  taking  away  third  markets  from  us,  but  40  percent  of  the  pi- 
rated parts  around  the  world  including  in  North  America  come 
from  China.  That  is  unacceptable. 

Senator  Lautenberg.  Are  they  in  our  marketplace? 

Secretary  KANTOR.  Some  are  actually  coming  into  our  market- 
place. Up  until  1  year  ago  we  thought  only  Canada,  but  now  we 
are  finding  in  our  marketplaces.  We  must  make  sure  we  can  pro- 
vide the  backup  and  the  information  for  USTR.  We  have  the  tech- 
nical expertise  and  the  personnel  because  USTR  is  so  small  and 
through  the  enforcement  activities  they  can  enforce  the  trade  laws 
and  trade  agreements.  They  have  the  specific  opportunity  to  do  so 
using  301  and  other  trade  laws.  They  have  done  and  Charlene 
Barshefsky  continues  to  do  a  marvelous  job  over  there  in  that  ca- 
pacity. 

FUNDING  FOR  WEATHER  FORECASTING 

Senator  Lautenberg.  I  want  to  just  ask  one  last  question  here. 
With  all  the  weather  problems  that  we  have  been  experiencing,  and 
they  seem  to  be  worsening. 

Senator  GREGG.  Just  in  New  Jersey. 

Senator  Lautenberg.  No;  Washington  especially  I  noticed.  In 
New  Hampshire  I  think  it  is  still 

Senator  GREGG.  Still  snowing. 

Senator  Lautenberg.  The  igloos  are  just  beginning  to  melt. 

Secretary  KANTOR.  Senator,  it  has  been  fine  in  South  Carolina 
and  Tennessee,  has  it  not? 

Senator  HOLLINGS.  Yes,  sir. 

Senator  Gregg.  So  you  are  blaming  this  on  the  new  Secretary? 
He  has  only  been  there  21  days  and  this  is  what  you  are  going  tc 
blame  on  him? 

Senator  Lautenberg.  I  wanted  to  be  sure,  as  we  continue  tc 
focus  on  whether  or  not  weather  forecasting  is  going  to  be  appro- 
priately funded.  There  is  a  program  that  is  called  the  National  Un- 
dersea Research  Program  conducted  at  Rutgers  University  and  sev- 
eral other  universities.  It  is  the  only  program — it  is  called  NURP 
One  immediately  wants  to  play  on  words,  but  we  are  going  to  re- 
frain from  that. 

NURP  is  one  of  the  only  programs  that  evaluations  are  made  oi 
weather  conditions  underwater.  A  very  important  source,  I  am  told 
and  a  reliable  source  for  gathering  information.  It  is  being  zeroed 
out  as  I  understand  it,  or  there  is  going  to  be  an  attempt  to  do  jusl 
that.  I  would  hope,  Mr.  Secretary,  that  we  can  lift  it  from  a  low 
priority  project,  evaluate  its  mission  before  we  permit  it  to  be  dis- 
continued. I  am  told  by  reliable  sources  from  the  science  commu- 
nity that  it  is  a  very  valuable  tool  in  weather  forecasting  and  we 
would  like  to  see  that  ability  sharpened. 
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Secretary  Kantor.  All  of  these  are  difficult  situations  and  I  can- 
not argue  with  your  impressive  articulation  on  how  important  this 
program  is.  On  the  other  hand,  obviously  we  are  making  choices  as 
you  would  want  us  to  make,  and  this  committees  knows  we  will 
have  to  make.  There  are  other  programs  that  also  have  been  zeroed 
out  or  not  continued  in  1997  because  of  a  lack  of  funds  and  the 
President's  commitment  to  balance  the  budget. 

But  I  will  pledge  to  you,  I  will  take  another  look.  Obviously,  this 
budget  was  made  up  before  I  became  the  Secretary  of  Commerce. 
I  believe  there  has  been  a  very  thoughtful  review  and  the  people 
here  are  marvelous  professionals.  But  I  will  take  another  look  at 
it  and  I  will  report  back  to  you  personally  as  to  what  my  review 
comes  up  with.  I  understand  the  importance  of  it,  but  there  are  ob- 
viously choices  to  be  made. 

Senator  Lautenberg.  Thank  you.  Mr.  Chairman. 

BETTER  COORDINATION  ON  TRADE  POLICY 

Senator  GREGG.  If  I  could  just  follow  up  on  one  point  which  Sen- 
ator Lautenberg  and  also  Senator  Hollings  made.  That  is,  the  more 
global  issue  of  how  you  should  manage  trade  within  Commerce, 
USTR,  Agriculture,  and  Defense.  We  have  all  these  different  agen- 
cies managing  trade.  I  accept  your  premise  that  USTR  should  be 
separate  because  they  have  a  different  role.  But  for  those  agencies 
which  are  promoting  trade,  which  include  Agriculture,  and  those 
agencies  which  are  controlling  the  promotion  of  trade,  such  as  De- 
fense, should  we  not  have  a  more  central  focus  in  this  Government 
under  one  department  such  as  yours? 

Secretary  Kantor.  One,  I  appreciate  your  recognition  that 
USTR's  function  is  separate,  distinct,  and  unique  in  this  Govern- 
ment as  the  chief  advisor  to  the  President  on  trade  policy  as  well 
as  the  chief  negotiator  and  that  these  functions  should  remain  sep- 
arate. I  think  the  size  of  USTR  and  its  committed  professionals 
make  a  difference. 

Second,  through  the  National  Economic  Council  we  have  been 
able  to  coordinate  trade  in  a  fairly  effective  way.  If  you  look  at 
what  has  happened  in  the  past  3  years  in  export  growth,  in  200 
trade  agreements  in  39  months,  our  trade  grew  4  percent  in  1993, 
10  percent  in  1994,  and  15  percent  in  1995.  That  is,  exports  are 
way  beyond  the  growth  around  the  world  which  means  we  are 
doing  very  well. 

One  of  the  fallacies  that  I  have  learned  which  I  did  not  realize 
is  that  while  we  look  at  MITI  as  being  some  sort  of  a  giant  that 
does  everything  perfectly,  I  found  that  when  I  negotiated  with 
Japan  sometimes  I  am  negotiating  with  the  minister  of  finance, 
sometimes  with  the  minister  of  foreign  affairs,  sometimes  with  the 
MITI  minister,  sometimes  with  the  minister  of  transportation,  and 
sometimes  with  the  administrator  of  the  food  agency.  It  is  fascinat- 
ing that  Japan  as  does  Europe,  where  you  have  the  European  Com- 
mission with  Leon  Briton  heading  that,  and  then  you  have  all  the 
15  constituent  states — as  seemingly  confusing  trade  promotion, 
trade  activities  among  many  different  agencies,  and  in  Europe's 
case,  countries. 

This  is  not  to  say  it  is  perfect.  I  believe,  over  the  course  of  the 
next  few  months  if  not  years,  we  ought  to  take  a  look  and  see  if 
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we  can  do  a  better  coordination  among  trade  agencies,  leaving 
USTR  aside  which  I  think  we  agree.  Whether  or  not  it  makes  sense 
in  every  case  is  a  subject  of  question. 

Take  agriculture.  For  the  first  time  in  American  history  we  had 
over  $50  billion  in  agricultural  exports  in  1995,  and  it  is  going  to 
go  over  $60  billion  in  1996.  The  Department  is  doing  very  well.  We 
coordinate  with  them  closely  as  does  USTR  and  the  National  Eco- 
nomic Council.  I  believe  the  ability  of  the  NEC,  which  is  the  Presi- 
dent's idea  and  a  good  one  not  a  bipartisan  idea  nor  an  ideological 
idea,  but  it  has  worked  and  worked  well,  both  under  Bob  Rubin 
and  Laura  Tyson. 

So  my  current  view  after  now  holding  this  job  for  21  days,  but 
39  months  as  the  U.S.  trade  representative,  is  that  the  system  is 
working  well  now.  I  guess  I  would  go  back  to  our  part  of  the  coun- 
try where  they  say,  if  it  ain't  broke,  don't  fix  it.  So  I  would  be 
somewhat  cautious  about  making  major  changes  at  this  point. 

Senator  Gregg.  I  want  to  turn  to  the  Senator  in  a  second.  You 
have  made  significant  and  very  positive  strides  in  licensing  issues, 
especially  computers,  but  still  we  have  this  problem.  We  have  a  li- 
censing level  at  Commerce,  we  have  a  licensing  level  that  involves 
the  Defense  Department,  and  I  continue  to  get  from  my  region 
complaints  that  there  is  just  too  much  in  the  way  of  bureaucracy 
in  this  area  specifically. 

Secretary  Kantor.  We  have  got  to  continue  to  build  reforms  into 
the  system.  You  are  absolutely  right,  there  are  too  many  restraints 
and  too  many  restrictions.  Some  are  past  the  day  of  their  useful- 
ness. We  need  to  make  some  strides  in  this  direction.  I  think  Sec- 
retary Brown  and  his  staff  did  a  terrific  job  in  their  initial  forays 
through  the  Trade  Promotion  Coordinating  Committee  and  other 
aspects,  and  I  will  continue  to  work  on  it.  But  you  are  absolutely 
correct. 

Senator  GREGG.  Senator  Hollings. 

Senator  HOLLINGS.  Thank  you,  Mr.  Chairman.  You  and  I  do 
agree  on  your  last  line  of  questioning  about  a  better  coordination 
of  trade  policy.  Chairman  Gregg  is  right  on  target.  I  put  in  a  bill 
18  years  ago  for  a  department  of  trade.  At  that  particular  time,  in 
1978,  1979  Senator  Roth  and  I  were  trying  to  get  the  administra- 
tion's attention.  We  were  holding  up  on  the  confirmation  of  the 
MFN.  And  unless  and  until  we  got  certain  things  done  with  respect 
to  our  reciprocal  trade  agreements,  and  more  particularly,  the  com- 
mercial attaches  overseas.  We  wanted  commercial  attaches  over- 
seas reporting  to  the  Secretary  of  Commerce  instead  of  State  like 
the  agricultural  attaches  reporting  directly  to  the  Secretary  of  Agri- 
culture. 

Historically,  it  has  been  trying  to  get  the  State  Department  kick- 
ing and  screaming  in  to  the  subject  of  trade  for  the  main  and  sim- 
ple reason  that  foreign  policy,  trying  to  keep  the  alliance  together 
is  their  priority.  So  responding  to  the  demands  of  the  multination- 
als, free  trade,  free  trade,  because  they  manufacture  overseas  and 
dump  it  back  here  so  that  they  are  joined  with  the  Japanese,  free 
trade  and  continue  the  dumping.  The  Finance  Committee  under 
Senator  Pastore  and  Senator  Talmadge,  they  instituted  the  special 
trade  representative. 


215 

We  confirm  the  Secretary  of  Commerce  in  the  Commerce  Com- 
mittee, but  you  have  got  to  go  to  the  Finance  Committee  to  confirm 
the  special  trade  representative.  But  then  come  over  here  to  the 
Commerce  budget  for  your 

Senator  GREGG.  It  is  an  outrage. 

Senator  HOLLINGS.  It  is  all  over  the  lot.  Specifically,  you  are  not 
in  charge.  Have  you  read  this  book  here,  "The  Weight  of  the  Yen"? 

Secretary  Kantor.  No. 

GENERAL  REMARKS  ABOUT  NOAA,  CENSUS,  AND  TECHNOLOGY 

Senator  Hollings.  The  Secretary  of  Treasury  is  in  charge,  be- 
cause he  has  got  to  sell  those  bonds.  Read  that  one.  You  see,  when 
Agriculture  thinks  it  is  in  charge,  Housing  thinks  they  are,  he 
thinks  he  is,  special  trade  representative  thinks  he  is,  the  State 
Department  says,  "Oh,  no,"  the  Defense  Department  says,  "That  is 
against  our  security  interest,"  but  then  the  Secretary  of  Treasury 
says,  "Wait  a  minute.  We  are  in  deficit  financing  and  the  Japanese 
are  going  to  buy  our  bonds;  the  ox  is  in  the  ditch."  So  everybody 
smiles  and  bows  and  scrapes  and  we  lose  again — millions  of  jobs. 
So  read  that  book  and  you  will  find  out  who  is  really  in  charge,  and 
I  will  join  Senator  Gregg  and  we  will  get  some  coordination,  hope- 
fully. 

With  respect  to  the  undersea  effort  at  Rutgers,  and  specifically 
NOAA.  We  are  going  to  have  a  hearing  with  NOAA  in  the  next 
week  I  think  the  chairman  has  said.  So  that  being  the  case  let  me, 
since  you  are  the  Secretary,  bring  you  back  to  the  history  of  that 
agency.  Back  in  1807  the  Coast  and  Geodetic  Survey  was  founded; 
seven-tenths  of  the  world's  surface  is  in  oceans.  In  1966  they  had 
the  very  outstanding  commission,  Julius  Stratton  who  was  the  pro- 
vost up  at  Harvard  at  MIT,  I  should  say — and  he  headed  it  up. 

It  came  about  and  recommended  a  special  independent  agency, 
taking  the  old  Environmental  Science  Services  Administration,  the 
Coast  and  Geodetic  Survey,  the  Bureau  of  Commercial  Fisheries, 
and  so  on.  Later  on,  of  course,  I  had  those  hearings  for  coastal  zone 
management.  As  the  chairman  has  mentioned,  everybody  living 
within  50  miles  of  the  coast — and  put  it  in  an  independent  agency. 

At  that  time  the  style  was,  no  more  independent  agencies.  So  the 
question  was,  which  department  to  put  it  in.  And,  of  course,  Presi- 
dent Nixon  said  no  on — it  was  recommended  about  Interior  and 
Commerce.  In  the  debate  President  Nixon  said,  "I  am  not  giving 
Wally  Hickle  anything."  He  gave  it  over  to  Maurice  Stans,  and  we 
got  under  reorganization  plan  No.  4  back  in  1970,  the  institution 
of  the  National  Oceanic  and  Atmospheric  Administration. 

Now  that  is  a  highly  important  thing.  You  have  got  your  charts. 
You  have  got  your  fisheries.  You  have  got  the  ocean  research,  talk- 
ing about  weather;  the  Coast  and  Geodetic  Survey.  I  understand 
you  plan  to  abolish  the  uniformed  group,  the  NOAA  corps.  But  let 
us  not  abolish  the  NOAA  fleet.  You  are  down  from  24  to  13  vessels. 
This  work  has  got  to  be  performed. 

It  is  nice  to  say,  if  I'm  a  Congressman  and  have  only  got  a  2- 
year  term  over  in  the  House,  to  say  I  saved  so  many  departments 
and  jobs.  But  with  this  contracting  out,  I  find  out  most  places  it 
doesn't  save  money  in  the  long  run.  My  office  was  down  in  South 
Carolina.  For  cleaning  we  found  that  when  GSA  gets  rid  of  the 
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Government  and  lets  it  out  to  a  contractor,  we  are  spending  more 
money.  I  can  tell  you,  all  these  private  contracts. 

We  have  got  to  maintain  that  discipline  in  NOAA.  We  have  got 
to  maintain  our  sea  grant  program  and  everything  else  of  that 
kind. 

Let  me  say  with  respect  to  the  census,  our  Republican  leadership 
cannot  have  it  both  ways.  They  cannot  say,  you  have  got  to  save 
money  but  you  cannot  use  sampling.  It  is  a  given  that  if  you  go  and 
sample  you  are  going  to  have  about  a  $3.5  billion  census.  If  you  go 
door  to  door  like  we  did  in  1990,  you  are  going  up  to  $5  billion  and 
you  are  going  to  make  a  lot  of  the  same  mistakes. 

So  that  is  a  command  decision  that  the  leadership  has  to  take 
along  with  the  administration  and  make  it.  But  I  can  tell  you  right 
now,  I  lean  toward  the  sampling.  I  would  like  to  save  the  money, 
but  the  people  who  are  admonishing  you,  save  the  money,  save  the 
money,  save  the  money,  say,  do  not  sample,  do  not  sample,  do  not 
sample,  go  door  to  door.  So  that  is  another  $1.5  billion  easily  on 
the  census.  If  you  can  invest  now  in  the  sampling  you  can  save  a 
lot  of  money  for  the  2000  census. 

When  the  chairman  said  technology  programs  are  a  bust,  I  im- 
mediately thought  of  the  Katusha  rockets  coming  over  and  Presi- 
dent Clinton  giving  Prime  Minister  Shimon  Peres  the  so-called 
firefinders.  I  think  of  the  technology  successes,  technological  suc- 
cesses that  we  have  had  over  in  the  Department  of  Defense,  and 
going  all  the  way  back  to  the  1967  war  in  the  desert,  in  the  Sinai. 

So  we  found  out  that  that  we  could  not  see  with  all  the  dust  in 
the  desert.  So  we  got  this  global  positioning  system.  Now  you  have 
a  tremendous — in  downtown  Los  Angeles  they  are  saving  them 
time,  money,  and  everything  else.  They  take  that  global  position 
and  that  technology — technology  works,  and  it  works  like  gang- 
busters.  These  synfuel  examples  over  in  the  energy 

Senator  Gregg.  You  are  telling  me  that  tanks  do  not  run  into 
each  other  in  Los  Angeles? 

Senator  Hollings.  They  did  not  run  into  each  other  in  Desert 
Storm  because  they  used  this  global  positioning  system. 

Now  with  technology  working  we  look  at  the  Japanese  versus — 
another  book,  read — you  were  on  target  when  you  were  talking  to 
the  ministry  of  finance,  not  MITI.  Read  "Blindside." 

Secretary  Kantor.  I  have  read  that  one. 

Senator  HOLLINGS.  I  think  I  sent  it  to  you. 

Secretary  KANTOR.  You  did.  [Laughter.] 

Senator  GREGG.  I  have  read  it,  too.  You  sent  it  to  me,  too. 

Senator  HOLLINGS.  I  want  everybody  to  read  that  so  everybody 
will  understand.  I  am  a  competitor.  I  like  to  win.  It  is  not  industry. 
It  is  not  the  industrial  work.  It  is  you  and  me. 

Now  if  I  am  in  Japan,  I  have  only  got  to  get  a  7-percent  return 
on  research  investment  because  I  have  got  the  keiretsu.  I  have  got 
the  ministry  of  finance.  I  am  protected  by  the  local  market.  I  am 
protected  by  local  competition  and  everything  else  of  that  kind.  So 
I  do  not  have  to  get  a  big  return. 

But  I  am  sitting  there  as  one  of  these  Fortune  500  companies  in 
the  United  States  of  America  and  I  not  only  have  to  make  a  quick 
turnaround  on  a  quarterly  report  on  that  investment,  but  I  have 
got  to  make  at  least  15  percent.  This  advanced  technology  program 
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begins  to  equalize  that  particular  problem  for  the  technological  re- 
search. 

This  is  an  old  Biblical  saying  about  the  blind  guides  where  they 
strain  at  gnats  and  swallow  a  camel.  You  have  got  to  read  the 
Good  Book  to  get  that  one  down  in  Chattanooga.  If  you  read  that 
one  you  will  find  that  that  is  what  we  are  doing  here  today. 

I  was  listening  to  the  chairman,  as  we  sit  on  the  Defense  Appro- 
priations Subcommittee  and  we  have  got  the  gnat,  or  $300  million 
for  the  advanced  technology  program.  And  we  have  got  the  camel 
over  there  in  the  Defense  appropriations  where  we  have  got  $38 
billion  in  R&D.  I  could  do  just  like  he  did,  read  off  FMC,  Boeing, 
Lockheed,  Martin-Marietta,  Douglas,  Motorola,  Texas  Instruments, 
Ford,  General  Motors,  IBM,  Rockwell,  Honeywell,  Hughes,  on  and 
on  and  on.  They  have  got  enough  money.  Why  should  we  use  tax- 
payers' money  for  that  crowd?  We  willingly  put  in  $38  billion. 

And  they  are  not  such  a  straight  crowd  either.  Go  over  there  to 
the  criminal  docket  and  find  out  how  many  have  been  indicted  for 
cheating,  and  convicted.  So  do  not  tell  me  about  these  industries 
now.  They  are  not  going  to  put  it  in  because  they  have  got  the 
money  on  the  one  hand. 

We,  the  politicians,  have  got  to  get — it  is  not  the  leg,  the  security 
of  our  country,  the  strength  of  this  Nation  depends  on  the  one  leg 
of  values,  which  is  strong.  The  second,  the  military,  unquestioned. 
But  the  third  leg,  economic,  is  fractured.  Needs  strengthening,  and 
this  is  our  opportunity.  I  agree  with  the  Senator  from  New  Jersey, 
doubling  your  budget  if  I  were  king  around  here,  because  we  need 
to  really  get  out  into  the  economy,  understand  the  global  competi- 
tion. 

In  that  particular  regard,  they  say  there  is  no  reason  for  under- 
writing. There  is  every  reason  in  the  world  for  underwriting,  taking 
the  taxation  out  of  the  private  sector,  a  little  old  $300  million.  They 
never  question  that  when  it  comes  to  that  military.  Oh,  the  na- 
tional security — in  fact,  they  all  run  around  and  give  them  $12  bil- 
lion more  than  the  Defense  Department  asked  for. 

We  come  to  a  hearing  with  the  Secretary  of  Commerce  on  a  little 
small  program  that  industry,  everybody  connected  with  it  agrees  it 
is  working  except  Robert  Walker  over  there.  He  is  great  for  tech- 
nology in  space,  but  nothing  on  the  ground.  We  are  going  to  pass 
that  kidney  stone  come  the  first  of  the  year,  for  the  economy.  I  can 
tell  you  that  right  now.  Then  we  can  get  back,  because  I  know 
where  the  contract  and  the  opposition  is  coming  from. 

The  Republicans  are  for  the  advanced  technology  program.  I  will 
give  you  the  list  of  the  14  names  that  endorsed  it.  The  leadership; 
Senator  Dole  has  endorsed  the  advanced  technology  program.  It  is 
only  this  Presidential  monkeyshines  and  contract  politics  that  is 
engaged  there  on  a  working  program  of  that  kind. 

So  let  us  not  do  away  with  a  program  that  is  working  there  when 
we,  in  a  dutiful  way  Senator  Danforth  and  myself  again  made  sure 
it  was  not  pork.  It  was  not  just  taking  taxpayers'  money  where  it 
could  work,  it  was  taking  taxpayers'  money  where  it  would  work. 
We  are  trying  to  play  catchup  ball  in  rebuilding  that  economy. 

I  have  got  a  lot  of  other  questions  that  we  will  leave  for  the 
record  here.  I  know  the  distinguished  chairman  has  got  to  go  and 
you  have  got  to  go.  But  I  think  you  have  done  a  brilliant  job  in  de- 
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fending  your  Department  there.  I  think  it  is  a  very,  very — it  is  the 
lead  Department  now.  It  is  the  lead  Department.  The  7th  Fleet  and 
the  nuclear  bomb  mean  nothing.  Money  talks.  Economic  strength. 
And  the  Japanese,  Germans,  and  others  with  their  strong  econo- 
mies are  coming  along,  and  we  are  limping  along. 

We  are  just  coming  back  now.  We  have  got  a  stronger  economy. 
But  unless  we  rebuild  the  industrial  backbone  of  America  we  are 
going  the  way  of  England  with  two  classes  of  society:  the  rich  and 
the  poor.  Middle  class  is  being  extinguished  on  these  fanciful  argu- 
ments about  taxpayers'  money  and  the  private  sector  and  every- 
thing else  of  that  kind. 

Secretary  Kantor.  May  I  make  one  comment,  if  I  might,  Mr. 
Chairman,  and  be  very  brief? 

Senator  Gregg.  This  is  about  ATP? 

GLOBALIZED  INTERDEPENDENT  ECONOMY 

Secretary  KANTOR.  No;  it  is  about  our  country.  Senator  Hollings 
could  not  be  more  correct.  Our  economic  security  and  our  national 
security  are  joined  at  the  hip.  Economics  and  trade  have  taken  the 
place  at  the  foreign  policy  table.  We  are  going  to  have  a  globalized, 
interdependent  economy  whether  any  of  us  like  it  or  not.  It  is  going 
to  happen.  That  is  the  way  we  are  going  to  connect  to  and  join  our- 
selves for  the  rest  of  our  lives  and  our  children  and  our  grand- 
children. 

Senator  Gregg.  You  are  not  going  to  mention  NAFTA  or  GATT 
or  we  are  not  going  to  get  out  of  here. 

Secretary  KANTOR.  No;  I  am  not.  I  am  not  going  to  mention  any 
of  it. 

What  I  am  going  to  say  is,  part  of  our  foreign  policy  table  and 
let  me  mention  one  figure  that  always  stuns  me.  In  1970,  all  of 
trade  was  13  percent  of  our  economy.  It  is  now  31  percent  of  our 
economy  and  growing  ever  more  rapidly  to  about  $2.1  trillion.  We 
have  got  to  compete  and  win.  It  is  part  of  our  national  security  in- 
terest. 

PROTECTING  SPECTRUM 

Senator  Gregg.  I  think  we  can  all  agree  with  that  and  reinforce 
it  aggressively.  I  would  just  make  one  further  request  of  you,  and 
that  is  on  the  spectrum.  I  am  concerned  about  protecting  spectrum 
for  our  police  functions,  for  our  military  functions,  for  our  intel- 
ligence functions. 

Secretary  Kantor.  I  agree. 

Senator  GREGG.  My  concern  is  we  are  going  to  end  up  auctioning 
off  the  spectrum  before  we  figure  out  what  we  need  for  the  FBI, 
what  we  need  for  CIA,  what  we  need  for  intelligence. 

Secretary  Kantor.  Let  me  commit  to  you.  I  could  not  agree  more. 
I  probably  should  have  mentioned  that  in  my  opening  and  I  apolo- 
gize for  not  doing  that.  In  the  interest  of  time  I  tried  not  to  go 
through  the  whole  cadre  of  things  that  I  am  interested  in. 

Senator  Gregg.  I  appreciate  that. 

Secretary  Kantor.  This  is  critical.  We  will  not  make  the  mistake 
of  auctioning  off  spectrum  that  will  in  any  way  harm  either  our  se- 
curity here  at  home  or  national  security  or  defense  needs. 

Senator  GREGG.  I  am  glad  to  hear  you  say  that. 
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Secretary  Kantor.  It  is  really  important  that  we  do  that.  I  am 
trying  to  get  more  deeply  into  this.  Larry  Irving  is  doing  a  brilliant 
job  over  at  NTIA.  I  will  work  with  him  closely.  I  have  got  to  admit, 
I  am  learning.  This  is  an  area  that,  of  course,  as  USTR  was  not 
obviously  briefed  on  as  well  as  I  should  have  been.  I  am  learning 
quickly.  I  will  come  back  to  you.  But  I  will  tell  you,  that  as  a  mat- 
ter of  policy  you  will  not  find  us  in  any  way  harming  any  national 
security  or  security  interest  here  at  home  in  any  way  by  auctioning 
off  the  spectrum  in  a  way  that  is  irresponsible. 

Senator  HOLLINGS.  Could  I  comment  on  that  please,  Mr.  Chair- 
man? 

Senator  GREGG.  Certainly. 

Senator  Hollings.  We  are  to  mark  up  the  budget  at  2  o'clock 
and  we  will  have  the  issue  of  repealing  the  gas  tax,  which  will  put 
a  $30  billion  hole  in  the  deficit.  I  wish  they  would  make  up  their 
minds  whether  they  are  for  eliminating  deficits  or  creating  deficits. 
The  CBO  has  already  stated  the  auctioning  of  the  spectrum — ev- 
erybody picks  up  the  auction  the  spectrum,  auction  of  the  spec- 
trum— cannot  be  scored  to  take  the  place  of  the  gas  tax.  Thank  the 
heavens. 

I  agree  with  the  chairman  absolutely.  They  are  just  willy-nilly 
around — Senator  Stevens  and  I,  trying  to  comply  with  the  Com- 
merce Committee's  assignment  on  reconciliation  got  in  the  spec- 
trum auction.  But  like  the  sheepdog  that  tasted  blood,  now  every- 
body wants  to  put  up  everything  and  auction  away  the  spectrum. 

Finally,  I  asked  the  President,  let  us  start  really  engagement  in- 
stead of  confrontation.  The  Secretary  of  State — and  I  am  going  to 
get  him  next  week — he  has  made  one  visit  to  the  most  populace 
country  in  the  world,  25  percent  of  the  world's  population.  He  has 
made  34  visits  to  the  Mideast,  but  only  one — and  the  President  of 
the  United  States  has  been  four  times  to  Taiwan,  but  never  to 
Beijing. 

We  act  arrogant.  It  is  so  easy  to  make  friends  and  get  your  trade 
things  straightened  out  where  they  would  be  very,  very  coopera- 
tive. They  keep  their  word.  We  can  do  a  far  better  job  if  we  get  off 
of  this  arrogance  stump  of  us  as  the  mother  superior  telling  every- 
body in  the  Far  East  how  to  live  and  what  to  do. 

Capitalism  is  working.  I  was  in  China  in  1976,  1986,  now  in 
1996.  I  can  tell  you,  they  have  brought  about  $180  to  $200  million 
into  the  capitalistic  middle  class  that  is  up  in  Beijing.  It  is  down 
in  Shanghai.  It  is  in  port  cities.  And  that  is  our  hope.  We  can,  by 
gosh,  run  around  and  tell  them  how  to  run  a  controlled  economy, 
but  I  can  understand  some  of  their  problems.  They  are  all  domes- 
tic. If  we  leave  them  alone,  border  disputes  with  the  Soviets,  with 
India,  with  Vietnam,  with  Taiwan,  and  those  kind  of  things. 

They  are  not  trying  to  really  cause  us  any  foreign  policy  prob- 
lems. They  are  very  important.  They  are  on  the  National  Security 
Council.  We  need  them  and  they  need  us,  and  let  us  sober  up  and 
get  a  realistic  trade  policy  with  China.  Thank  you. 

Secretary  Kantor.  Mr.  Chairman,  thank  you. 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  GREGG.  Thank  you  very  much  for  your  time.  You  have 
been  very  patient.  We  appreciate  your  courtesy  and  your  excellent 

PI?The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 

Questions  Submitted  by  Senator  Judd  Gregg 

COMMERCE  DOWNSIZING/REORGANIZATION 
Question  A  year  ago,  many  were  calling  for  a  total  dismantling  of  the  Department 
of  Commenrce.  The  proposal/varied  but  there  were  J^««?^  ^^ftiSK 
of  each  program:  (1)  is  it  a  necessary  function  of  government,  (2)  is  it  a  tuncuon 
Jhat  on^ySmerce  performs,  and  (3)  does  it  make  sense  for  Commerce  to  continue 
doing  this?  A  common  thread  in  several  of  thece  proposals  is  to  consolidate  all  Fed- 
eral trade  activities  into  none  entity.  Given  your  experience  as  U.S.  Trade ^Rep- 
resentative, does  that  proposal  make  sense?  Another  issue  raised  during  these  dis- 
cussions was  to  either  terminate  the  Minority  Business  Development  Agency  or  fold 
ft  into  the  Small  Business  Administration.  How  is  MBDA  different  from  the  Small 
Business  Administration's  Office  of  Minority  Enterprise  Development?  Is  MBDA  a 

"Answer  W^^to  Imposals  that  call  for  merging  the  USTR  with  Commerce 

export  promotion  programs,  I  believe  it  does  not  make  sense: 
-We  need  a  chief  trade  negotiator  and  policy  advisor  centrally  located  within  the 
Executive  Office  with  the  full  authority  of  the  President  to  coordinate  trade  pol- 
icy to  ensure  that  it  is  carried  out  in  a  way  that  best  serves  our  national  inter- 
est. Regardless  of  the  perceived  potential  for  reorganizing  some  export  pro- 
motion programs,  the  Secretaries  of  Treasury,  State,  Agriculture,  and  Transpor- 
tation and  many  other  agency  heads  are  always  going  to  «tam  sometode ^con- 
cerns relating  to  their  responsibilities.  That  ^\ why  we  need  the  coordmat  on 
and  trade  policy  role  of  the  USTR  placed  within  the  Executive  Office  of  the 
President  rather  than  in  a  co-equal  sister  agency.  .,.,..     .n  .rn_„ 

-USTR  benefits  enormously  from  small  size  which  provides  it  flexibility  to ^trans- 
fer resources  quickly  where  most  needed.  Requiring  it  to  take  on  the  thousands 
of  administrative  details  currently  within  Commerce's  J™*^™Mfg: 
pletely  change  the  nature  of  its  work.  Moreover  the  mdividua  heading  the 
agency  simply  would  not  have  enough  time  to  address  adequately  the  myriad 
of  responsibilities:  negotiation,  coordination,  trade  promotion,  export  enhance- 

-nSjfn^taSSSSte  to  combine  USTR's  trade  negotiation  and  coordina- 
tion funcSon  withCommerce's  export  advocacy  function.  Conflicts  can  easily 
arise  in  situations  where  the  U.S.  negotiating  stance  on  a  particular  trade  mat- 
erwuld  threaten  our  advocacy  on  behalf  of  U.S.  companies  .Ahhough  som 
claim  that  such  conflicts  can  be  avoided  by  having  a  "firewall  between  the  twc 
Sons  within  a  combined  trade  agency,  this  approach  would  be  unworkabk. 
Undoubtedly,  the  head  of  any  new  trade  agency  would  have  to  be  intimately  in- 
volved in-and  conflicted  by-both  the  negotiation  and  advocacy fffunrttonR 
Combining  these  functions  could  lead  to  actual  or  perceived  trade-offs  betweer 
lone-term  negotiating  goals  and  immediate  overseas  business  opportunities 
-S™  coX?  arfsegs  from  the  proposed  merger  of  USTR's  trade ^  negotiatior 
functions  with  Commerce's  quasi-judicial  enforcement  functions  under  the  anti 
dumping  and  countervailing  duty  laws.  Combining  these  functions  threatens 
the  perceived  impartiality  and  independence  of  administration  of  these  laws. 
-The  proposal  is  unnecessary.  While  we  will  always  strive  ^  improve  he  per 
formance  of  our  trade  programs,  this  sort  of  organizational  box-shuffling  wd 
not  help.  In  fact,  the  National  Export  Strategy  is  well  on  its  way  to  achievin 
the  stated  goal  of  increasing  U.S.  exports  to  $1.2  trillion  by  the  Year  2000,  thu 
supporting  over  6  million  jobs.  We  have  energized  the  Trade  Promotion  Coord 
nating  Committee  which  coordinates  our  export  Promotion  programs  an 
brought  under  one  umbrella  the  Federal  export  promotion  efforts  of  nineteei 
different  agencies  involved  in  this  work.  For  the  first  time,  we  have  integrate, 
export  counselling,  financing,  advocacy,  and  international  negotiation  to  bolste 
the  chances  of  American  businesses  in  the  international  arena.  We  have  a  to 
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cused,  Administration-wide  trade  advocacy  strategy  headed  by  the  Advocacy 
Center  at  Commerce. 

With  respect  to  terminating  MBDA  or  consolidating  its  programs  at  the  Small 
Business  Administration,  we  would  note  the  following: 

— We  adamantly  oppose  terminating  MBDA.  Abolition  of  MBDA  would  eliminate 
Commerce's  primary  programs  to  provide  management  and  technical  assistance 
to  help  minority  entrepreneurs  participate  in  the  free  enterprise  system  through 
the  formation  and  development  of  competitive  minority-owned  firms.  This  as- 
sistance is  provided  primarily  through  funding  a  competitively  awarded  network 
of  minority  business  development  centers,  as  well  as  through  minority  business 
opportunity  committees,  public-private  partnerships,  and  sector  initiatives  in 
international  trade,  access  to  capital,  and  technology  commercialization.  We  be- 
lieve MBDA's  programs  fit  well  with  Commerce's  other  programs  to  enhance  the 
competitiveness  of  U.S.  businesses. 

— With  respect  to  consolidating  MBDA  programs  at  the  Small  Business  Adminis- 
tration, we  believe  we  are  addressing  the  potential  overlap  between  the  two  pro- 
grams, and  specifically  between  MBDA  and  SBA's  Office  of  Minority  Enterprise 
Development,  by  working  closely  with  our  counterparts  at  SBA  to  coordinate  ac- 
tivities and  eliminate  duplication.  For  example,  we  are  joining  forces  in  one-stop 
business  assistance  by  co-sponsoring  service  centers  in  Nashville,  Baltimore, 
and  Charleston.  These  Small  Business  Resource  Centers  are  the  result  of  a 
partnership  among  MBDA,  SBA,  NationsBank,  and  local  chambers  of  commerce 
and  local  colleges  to  assist  small  and  minority  businesses.  We  anticipate  addi- 
tional centers  in  Miami,  Atlanta,  Houston  and  Washington.  We  expect  to  make 
recommendations  regarding  additional  changes  in  the  minority  programs  short- 

ly. 

REPROGRAMMING  REQUESTS 

Question.  So  far  this  year,  the  Subcommittee  has  approved  two  reprogramming 
requests  to  finance  reductions-in-force  (RIF's)  at  General  Administration,  National 
Telecommunications  and  Information  Administration  (NTIA),  Economic  Develop- 
ment Administration  (EDA),  and  U.S.  Travel  and  Tourism.  Now  that  fiscal  year 
1996  funding  has  been  resolved,  do  you  anticipate  further  RIF's  at  Commerce?  If 
so,  do  you  plan  to  submit  additional  reprogramming  requests  for  that  purpose? 

Answer.  In  addition  to  RIF's  in  the  bureaus  mentioned  above,  RIF's  are  planned 
in  fiscal  year  1996  for  the  Minority  Business  Development  Administration  (MBDA) 
and  the  National  Oceanic  and  Atmospheric  Administration  (NOAA).  Neither  of 
these  RIF's  require  any  additional  reprogramming. 

Question.  Please  provide  to  the  Subcommittee  the  details  of  your  plan  to  downsize 
Commerce  Department  staff  by  an  additional  5  percent  by  the  end  of  the  calendar 
year. 

Answer.  By  March  1996,  the  Department  of  Commerce  had  reduced  FTE  employ- 
ment usage  by  7.4  percent  since  October  1993.  Secretary  Kantor  has  announced  his 
plan  to  reduce  the  rate  of  FTE  usage  by  5  percent  in  addition  by  the  end  of  calendar 
year  1996.  This  will  result  in  an  overall  reduction  of  more  than  12  percent  in  FTE 
usage  by  the  end  of  the  year. 

To  implement  this  new  policy,  on  board  strength  was  analyzed  by  bureau  and  pro- 
jected through  the  end  of  fiscal  year  1996.  These  projections  indicated  that,  as  a  re- 
sult of  budget  cuts  and  planned  streamlining,  FTE  usage  would  be  under  fiscal  year 

1996  FTE  ceilings  set  by  the  Office  of  Management  and  Budget  by  3  percent.  New 
targets  were  then  set  to  achieve  an  additional  2  percent  by  December  1996.  Bureaus 
are  charged  with  developing  and  implementing  plans  to  achieve  these  targets  this 
year.  The  net  effect  is  that,  rather  than  operating  with  35,500  FTE  in  fiscal  year 

1997  as  proposed,  Commerce  will  be  operating  at  a  rate  of  33,725  FTE,  1,775  FTE 
or  5  percent  less,  by  December  1996.  While  targets  have  been  assigned  to  each  bu- 
reau, the  Department  is  monitoring  FTE  use  and  may  make  adjustments  to  reflect 
changing  circumstance. 

MINORITY  BUSINESS  DEVELOPMENT  AGENCY 

Question.  The  Commerce  Department  report,  submitted  to  the  Subcommittee  on 
April  24,  1996  states  that  MBDA  "seeks  to  encourage  healthy  minority  businesses" 
that  the  SBA  cannot  assist  at  its  Small  Business  Development  Centers  (SBDC's)  be- 
cause of  business-size  limitations.  Can  you  explain  why  MBDA  chooses  to  assist 
larger  established  "healthy  minority  businesses"  rather  than  target  program  re- 
sources to  the  most  needy,  smaller,  start-up  entrepreneurial  businesses? 

Answer.  Developing  MBDA  programs  to  assist  both  the  "start-up"  and  "ready-to- 
grow"  companies  is  fully  consistent  and  necessary  for  the  Agency  to  meet  its  stated 
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objective.  The  mission  of  the  MBDA  is  to  promote  the  growth  and  expansion  of  the 
nation's  minority  business  sector  by  assisting  in  the  formation,  development  and 
preservation  of  competitive  minority  owned  firms.  While  census  figures  indicate  that 
business  start-up  rates  have  increased,  the  continued  low  rates  of  minority-owned 
mid-to-large  size  companies  and  their  limited  participation  in  many  domestic  and 
international  markets  clearly  demonstrate  the  need  for  a  continuing  Federal  role  in 
minority  business  development.  As  previously  stated,  the  existing  services  to  start- 
up companies  will  continue  through  our  business  development  centers.  However, 
Agency  resources  will  also  be  dedicated  to  supporting  the  needs  of  those  minority 
businesses  that  are  "ready-to-grow."  "Ready-to-grow"  companies  are  those  companies 
which  are  in  a  position  to  diversify  their  products  and/or  markets.  If  successful, 
these  companies  are  placed  in  a  position  to  employ  an  increased  number  of  persons 
with  the  new  business  garnered  through  their  growth.  Research  indicates  that  opti- 
mal investment  of  Federal  dollars  is  best  placed  with  these  type  of  companies. 
"Ready-to-grow"  companies  hire  more  persons,  provide  a  greater  economic  impact 
and  are  more  likely  to  become  successful. 

Question.  In  this  same  report,  the  Commerce  Department  expresses  the  need  for 
Minority  Business  Development  Centers  (MBDC's)  by  stating  that  there  might  be 
a  "conflict  of  interest"  for  SBDC's  to  deliver  assistance  on  SBA  loan  packaging  as- 
sistance for  7(a)  or  8(a)  firms.  How  can  there  be  a  conflict  of  interest  for  SBDC's 
to  provide  initial  assistance  regarding  loan  program  information  when  they  have 
nothing  to  do  with  loan  approvals,  when  most  of  them  are  located  on  colleges  or  uni- 
versities, and  when  they  receive  at  least  two-thirds  of  their  funding  from  non-fed- 
eral sources? 

Answer.  We  are  not  aware  of  a  conflict  of  interest  in  SBDC's  providing  initial  as- 
sistance regarding  loan  program  information  to  7(a)  or  8(a)  firms.  MBDC's  are  in 
a  position  to  provide  "hands-on"  drafting  and  other  direct  assistance  necessary  to 
prepare  loan  packages  for  submission  to  SBA  for  loan  guarantee  approval. 

ADVANCED  TECHNOLOGY  PROGRAM 

Question.  The  fiscal  year  1996  bill  provided  $221  million  for  ATP.  This  amount 
was  based  on  the  most  recent  estimates  available  from  the  Administration  of  the 
amount  required  to  fund  continuation  grants  from  ATP  awards  made  in  fiscal  year 
1995  and  prior  years.  On  a  bipartisan  basis,  the  conferees  agreed  that  honoring 
those  prior  year  commitments  was  our  top  priority  for  these  funds.  Still,  the  Admin- 
istration hopes  to  use  some  of  the  ATP  funding  to  make  new  awards.  Commerce  is 
required  to  submit  an  fiscal  year  1996  ATP  spending  plan  before  the  end  of  May. 
Do  you  intend  to  conduct  new  competitions  for  ATP  awards  this  year? 

Answer.  The  ATP  intends  to  carry  out  one  general  competition  this  fiscal  year  for 
$20  to  $25  million. 

Question.  What  will  be  the  outyear  costs  of  continuation  grants  for  fiscal  year 
1995  and  prior  year  ATP  awards,  assuming  there  are  no  new  ATP  awards  in  fiscal 
year  1996?  How  will  those  costs  change  if  new  ATP  awards  are  made  in  fiscal  year 
1996? 

Answer. 

NATIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY  ADVANCED  TECHNOLOGY  PROGRAM 

[In  millions  of  dollars] 

Fiscal  year      Fiscal  year 
1996  1997 

Original  Plan  (No  fiscal  year  1996  Awards): 

Awards  started  with  fiscal  year  1994  and  prior 

Awards  started  with  fiscal  year  1995  funds 

Awards  started  with  fiscal  year  1996  funds 

Awards  started  with  fiscal  year  1997  funds 

Admin,  SBIR,  and  Lab  support  

Total  

Revised  Plan  (fiscal  year  1996  Awards  Option): 

Awards  started  with  fiscal  year  1994  and  prior 158  25 

Awards  started  with  fiscal  year  1995  funds 140  151 

Awards  started  with  fiscal  year  1996  funds 25  25 


183  ... 

140 

151 

157 

34 

37 

•357 

345 
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NATIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY  ADVANCED  TECHNOLOGY  PROGRAM— 

Continued 
[In  millions  of  dollars] 

Fiscal  year      Fiscal  year 
1996  1997 

Awards  started  with  fiscal  year  1997  funds z  107 

Admin,  SBIR,  and  Lab  support  34  37 

Total  « 357  '  345 

'$357  million  equals  $221  million  fiscal  year  1996  approp.  +  $136  million  fiscal  year  1995  carryover. 

2The  fiscal  year  1997  plan  has  been  revised  as  follows.  $50  million  will  be  required  to:  (1)  complete  fiscal  year  1994 
and  prior  awards  ($25  million)  and  (2)  obligate  the  second  year  of  fiscal  year  1996  new  awards  ($25  million).  The  fiscal 
year  1997  new  award  estimate  has  been  reduced  accordingly.  The  original  plan  called  for  full  payoff  of  fiscal  year  1994 
and  prior  awards.  The  revised  plan  reflects  support  for  the  President's  commitment  for  the  continuation  of  the  ATP  pro- 
gram. There  will  be  no  adverse  impact  on  any  participating  company  from  the  revision  of  this  plan.  All  fiscal  year  1996 
commitments  will  be  met. 

LANDSAT  GROUND  SYSTEMS 

Question.  We  have  recently  learned  that  the  cost  of  Landsat  ground  systems, 
which  received  an  appropriation  of  $10  million  fiscal  year  1996,  may  now  be  paid 
for  by  NASA.  Can  you  please  provide  documentation  to  this  effect  to  the  Committee? 

Answer.  The  documentation  is  attached. 

Executive  Office  of  the  President, 
Office  of  Management  and  Budget, 

Washington,  DC,  May  16,  1996. 
Memorandum  for  Ray  Kammer,  Acting  Chief  Financial  Officer  and  Assistant  Sec- 
retary of  Administration,  U.S.  Department  of  Commerce. 
From:  Louisa  Koch,  Branch  Chief,  Commerce  Branch,  Office  of  Management  and 
Budget;  Jack  Fellows,  Branch  Chief,  Science  and  Space  Branch,  Office  of  Man- 
agement and  Budget. 
Subject:  Landsat  Funding. 

It  is  our  understanding  that  Senator  Gregg,  Chairman  of  the  Commerce,  Justice, 
State,  and  Related  Agencies  Appropriations  Subcommittee  has  requested  docu- 
mentation on  the  Administration's  proposed  funding  for  Landsat.  This  memorandum 
will  serve  as  such  documentation. 

In  the  development  of  the  President's  fiscal  year  1997  budget  request,  the  Admin- 
istration decided  to  transfer  all  funding  responsibility  for  non-recurring  costs  associ- 
ated with  modifications  to  the  ground  station  system  to  the  National  Aeronautics 
and  Space  Administration  (NASA).  Originally,  these  costs  were  funded  in  the  Na- 
tional Oceanic  and  Atmospheric  Administration's  (NOAA)  budget  over  two  years 
(fiscal  year  1996  and  1997).  Prior  to  the  formulation  of  the  President's  fiscal  year 
1997  budget,  appropriations  report  language  was  included  in  the  conference  version 
of  the  CJS  report  prohibiting  NOAA  from  spending  funds  on  Landsat  without  au- 
thorization. The  Administration's  decision  was  based  on  the  perception  that  Con- 
gress was  unlikely  to  pass  legislation  authorizing  NOAA's  participation  in  this  pro- 
gram rendering  NOAA  unable  to  carry  out  program  responsibilities.  NASA  is  able 
to  carry  out  the  program  requirements  under  current  law.  Ground  station  modifica- 
tions must  commence  in  1997  in  order  to  be  ready  for  the  1998  scheduled  launch. 
The  Administration  proposes  that  NOAA  operate  the  satellite  (Landsat  7)  after 
NASA  launches  and  performs  post-launch  checkout  of  the  system.  NOAA  will  oper- 
ate the  system  on  a  cost  recovery  basis,. thus  no  appropriated  funds  will  be  re- 
quested. 

INFORMATION  INFRASTRUCTURE  GRANTS 

Question.  While  your  budget  materials  reference  a  25-50  percent  matching  re- 
quirement for  Information  Infrastructure  grants,  I  understand  that  the  average 
Federal  share  for  grants  awarded  to  date  has  been  62  percent.  Given  current  budg- 
etary constraints,  would  the  Administration  support  decreasing  the  Federal  match 
requirement  in  order  to  leverage  scarce  Federal  dollars? 

Answer.  To  date  the  average  non-Federal  share  of  the  Information  Infrastructure 
grants  is  62  percent — the  average  Federal  share  has  been  38  percent.  In  other 
words,  although  the  program  has  only  required  a  50  percent  non-Federal  match, 
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most  grantees  actually  exceed  this  requirement.  The  $60  million  in  grants  awarded 
to  date  have  been  matched  by  $100  million  in  non-Federal  funds.  For  every  dollar 
that  the  Federal  government  has  invested,  local  communities  have  contributed 
$1.67.  Only  in  a  small  number  of  exceptional  cases  has  the  program  awarded  a 
grant  in  which  the  Federal  share  is  larger  than  the  local  match. 

We  recognize  the  importance  of  leveraging  scarce  Federal  funds.  We  are  encour- 
aged that  to  date,  without  raising  the  non-Federal  match  requirement  above  50  per- 
cent, we  have  been  able  to  leverage  the  Federal  investment  significantly  through  the 
voluntary  contributions  of  the  grantees.  While  a  major  emphasis  of  the  program  is 
to  support  underserved  communities,  particularly  in  remote,  rural  regions  of  the 
country,  we  are  concerned  that  raising  the  non-Federal  match  requirement  may 
have  the  effect  of  discouraging  applications  from  the  communities  that  are  most  in 
need. 

SPECTRUM  MANAGEMENT  FEES 

Question.  In  fiscal  year  1996,  the  Subcommittee  worked  with  the  Department  on 
a  proposal  that  would  allow  NTIA  to  charge  Federal  agencies  for  spectrum  manage- 
ment. Now  that  NTIA  has  that  authority,  please  provide  your  current  estimate  of 
fiscal  year  1996  fee  receipts  and  your  estimate  of  fiscal  year  1997  fee  receipts. 

Answer.  The  fiscal  year  1996  appropriation  from  Congress  included  $17  million 
for  NTIA's  Salaries  and  Expenses  activities.  This  appropriation  was  about  $3.3  mil- 
lion below  the  base  level  required  for  NTIA's  S&E  activities.  However,  Congress  ap- 
proved an  appropriation  transfer  of  $2.3  million  to  NTIA  from  another  Department 
of  Commerce  appropriation  to  offset  part  of  the  shortfall  and  assumed  that  NTIA 
could  collect  the  remaining  $1  million  from  the  Federal  agencies  that  NTIA  supports 
with  spectrum  management  services.  NTIA  will  be  forwarding  bills  totalling  $1  mil- 
lion to  those  Federal  agencies  in  the  next  few  weeks. 

Because  of  the  timing  of  the  legislation,  none  of  the  Federal  agencies  have  had 
an  opportunity  to  include  their  share  of  the  fees  in  their  own  agency  budget  submis- 
sions to  Congress.  Therefore,  NTIA  is  taking  a  "ramping  up"  approach  in  fiscal  year 
1997  and  intends  to  collect  between  $3  and  $4  million  in  reimbursements  from  the 
appropriate  Federal  agencies. 

LACK  OF  PROGRAM  AUTHORIZATIONS 

Question.  According  to  your  budget  request,  approximately  one-half  (almost  $2  bil- 
lion) of  your  request  requires  that  authorizing  legislation  be  passed  this  year.  The 
word  "requires"  is  used  loosely  here  because  several  of  these  laws  expired  years  ago, 
and  Congress  is  much  to  blame.  Is  this  administration  committed  to  pushing  for  res- 
olution of  these  authorizing  issues? 

Answer.  The  Administration's  legislative  agenda  for  the  second  session  of  the 
104th  Congress  contains  proposals  for  the  reauthorization  of  all  expired  Commerce 
authorizing  legislation.  We  are  committed  to  working  with  the  Congress  to  resolve 
these  issues  before  the  second  session  ends. 

PATENT  FEES 

Question.  The  total  fiscal  year  1997  budget  request  for  the  PTO  is  $716  million 
(offset  by  fees,  but  because  $115  million  of  these  fees  were  imposed  in  the  1990 
Budget  Reconciliation  Act,  Congress  must  appropriate  them  in  order  for  PTO  to  re- 
ceive them).  PTO  backs  into  its  budget  each  year,  assuming  full  use  of  all  fees.  Since 
1991,  the  PTO  budget  has  more  than  doubled  even  though  patent  and  trademark 
applications  rose  only  46  percent  during  that  period,  and  patent  pendency  continues 
to  increase.  While  PTO  has  criticized  Congress  for  failing  to  appropriate  the  full 
amount  of  the  fees,  they  ended  fiscal  year  1995  with  $74  million  in  carryover.  Is 
it  time  for  the  Administration  and  Congress  to  reevaluate  whether  we  are  over- 
charging the  users  of  these  services  with  this  fee  level? 

Answer.  The  composition  of  the  $74  million  carryover  that  the  Patent  and  Trade- 
mark Office  (PTO)  reported  at  the  end  of  fiscal  year  1995  may  help  explain  this 
question 

As  the  Commissioner  had  indicated  in  his  testimony  before  the  House  Appropria- 
tions Subcommittee  last  month,  the  revenues  from  sales  of  PTO  products  and  serv- 
ices are  projected  based  on  our  best  assessment  of  future  customer  orders,  and  the 
corresponding  costs  of  production  are  calculated  on  a  zero-based  approach  to  yield 
the  annual  budget  estimate. 

During  the  budget  formulation  cycle  each  year,  the  PTO  develops  patent  and 
trademark  application  forecasting  models  that  are  based  on  the  fundamental  notion 
that  the  past  is  the  best  predictor  of  the  future.  In  addition,  econometric  models  are 
applied  to  these  projections  and  adjustments  are  made  based  on  measurable  and  ap- 
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plicable  indicators  of  innovation  and  economic  growth  in  the  U.S.  This  method  is 
valid  to  the  extent  that  PTO's  major  workload  assumptions  do  not  change  signifi- 
cantly. However,  the  potential  exists  for  changes  unknown  to  the  PTO  at  budget  for- 
mulation time,  whether  it  is  an  unpredictable  shift  in  individual's  or  business'  atti- 
tudes on  the  importance  of  obtaining  and  maintaining  intellectual  property  rights, 
or  a  legislative  change  that  could  impact  on  PTO  workloads  and  income. 

This  was  the  case  in  fiscal  year  1995,  when  the  PTO  experienced  a  surge  in  pat- 
ent application  filings  as  a  result  of  the  Uruguay  Round  Agreements  Act  (Public 
Law  103-465)  which  amended  35  U.S.C.  154  to  provide  the  20-year  patent  term.  An 
additional  36,300  patent  applications  were  received  before  Public  Law  103-465  be- 
came effective  on  June  8,  1995.  This  accounted  for  $44  million  of  the  carryover  at 
the  end  of  fiscal  year  1995.  Similarly,  trademark  application  filings  exceeded  the 
plan  by  18,300  in  fiscal  year  1995,  generating  an  additional  revenue  of  $12  million. 
The  PTO  believes  the  latter  is  primarily  attributed  to  changes  in  the  attitude  of  our 
customers  in  favor  of  registering  a  trademark. 

It  is  to  be  noted,  however,  that  the  additional  revenues  collected  by  the  PTO  rep- 
resent advance  payments  for  customer  orders  that  will  be  processed,  in  the  most 
part,  during  fiscal  year  1996,  and  a  proportionate  amount  of  costs  will  be  incurred 
to  complete  the  processing. 

The  remaining  $18  million  of  the  carryover  represents  the  total  unobligated  bal- 
ance which  is  primarily  attributed  to  the  inability  of  the  PTO  to  attain  the  optimum 
staffing  levels  required  for  processing  the  incoming  workload  because  of  our  commit- 
ment to  adhere  to  the  personnel  full-time  equivalent  (FTE)  ceiling  allotment  for  the 
PTO.  In  addition,  the  PTO  deferred  major  automation  projects  to  the  following  fiscal 
year.  This  decision  is  the  result  of  our  judicious  approach  to  reevaluate  expenditures 
related  to  information  technology  development  in  light  of  the  results  of  analyses 
drawn  from  reengineering  models. 

As  these  number  show,  approximately  $56  million  of  the  total  carryover  of  $74 
million  from  1995  is  attributed  to  unanticipated  workload  increases  over  plan.  The 
PTO  did  not  have  the  FTE  ceiling  or  sufficient  time  to  staff  up  in  order  to  address 
this  workload  increase  in  a  timely  manner.  The  remaining  $18  million  in  carryover 
was  all  that  was  left  from  what  had  been  budgeted  for  obligation  in  1995.  This 
means  that  on  a  total  enacted  budget  operating  plan  of  $607  million  only  $18  mil- 
lion, or  three  percent,  was  left  unobligated  at  the  end  of  the  fiscal  year.  This  is 
hardly  an  indication  of  overcharging  for  services. 

Question.  Please  describe  the  process  by  which  the  appropriate  amount  of  fees  are 
determined. 

Answer.  The  Patent  and  Trademark  Office  (PTO)  starts  this  process  approxi- 
mately 18  months  before  the  start  of  the  budget  year.  The  PTO  starts  the  process 
by  projecting  workloads  for  each  fee-related  service  and  product.  For  major  work- 
loads, such  as  patent  and  trademark  applications,  econometric  models  and  regres- 
sion analysis  are  used.  These  projected  workloads  are  then  multiplied  by  the  antici- 
pated fee  rates  for  the  budget  year  to  determine  the  aggregate  amount  of  income 
that  will  be  collected. 

This  income  level  is  then  compared  to  the  estimated  resources  needed  to  operate 
the  PTO  and  maintain  timely  service  to  customers. 

— If  the  PTO's  estimated  requirements  (operating  costs)  exceed  the  fee  income  es- 
timate, the  PTO  may  increase  the  fee  rates,  but  the  increase  is  limited  to  the 
change  in  the  Consumer  Price  Index  (CPI)  for  the  previous  year.  If  the  esti- 
mated costs  still  exceed  estimated  income  after  the  fee  adjustment,  then  the 
PTO  resource  requirements  are  reevaluated  and  initiatives  and  activities  of 
lower  priority  are  either  reduced  or  eliminated,  until  the  estimated  costs  can 
be  funded  by  the  estimated  income  level. 

— In  situations  where  estimated  costs  do  not  exceed  the  estimated  fee  income 
without  an  adjustment  by  the  CPI,  the  fee  rates  are  not  adjusted,  as  was  the 
case  with  most  fee  rates  in  fiscal  year  1994. 

Once  we  obtain  a  balance  between  projected  income  level  and  projected  operating 
costs,  we  prepare  the  PTO  budget.  The  PTO  also  follows  the  Administrative  Proce- 
dures Act,  in  order  to  make  necessary  adjustments  and  to  ensure  that  appropriate 
fee  rate  changes  are  made  timely  and  with  full  disclosure. 

Virtually  all  PTO  fee  adjustments  are  made  through  the  rule-making  process. 
Those  fees  that  are  not  adjusted  through  the  rule-making  process  are  adjusted 
through  legislation.  This  provides  the  public  with  ample  notice  of  intended  fee  ad- 
justments, and  allows  PTO  customers  the  opportunity  to  provide  input  into  the  fee- 
setting  process. 

Interested  members  of  the  public  have  the  opportunity  to  send  in  written  com- 
ments on  the  proposed  rule  changes,  as  well  as  testify  at  public  hearings  that  the 
PTO  holds  on  each  rule  package  that  affects  fee  amounts.  In  this  manner,  the  PTO 
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seeks  to  make  fee  adjustments  that  not  only  ensure  that  necessary  resources  are 
available  to  provide  customers  with  timely  and  quality  service,  but  that  also  take 
into  account  the  concerns  and  requirements  of  its  customers. 

PATENT  PENDENCY 

Question.  Given  that  in  recent  years,  funding  has  increased  at  a  higher  rate  than 
applications,  why  have  increased  funding,  more  personnel,  and  a  modest  restructur- 
ing of  PTO  administration  failed  to  bring  pendency  rates  down.  When  can  we  expect 
to  see  the  rate  of  pendency  drop? 

Answer.  Although  the  PTO  has  had  personnel  increases  they  have  not  been  com- 
mensurate with  increases  in  the  number  and  complexity  of  incoming  applications. 
The  disparity  between  needed  federal  personnel,  primarily  for  examination  pur- 
poses, and  projected  federal  personnel  ceilings  has  grown  in  1995  and  beyond.  The 
restructuring  changes,  new  ways  of  doing  business  and  program  trade-off  options 
exercised  in  1995  and  1996  are  no  longer  feasible  or  sufficient  to  reduce  PTO's  FTE 
need.  The  obvious  consequences  are  that  production  severely  declines,  fewer  patents 
are  issued,  and  patent  pendency  rises. 

Pendency  is  the  measure  of  outputs,  i.e.,  patent  grants,  in  terms  of  length  of  proc- 
essing time.  As  application  receipts  increase,  so  does  the  number  of  applications  re- 
ceived in  the  office,  i.e.,  the  inventory  of  applications  to  be  processed.  As  production 
declines  as  a  direct  result  of  having  fewer  staff  to  examine  patent  applications,  the 
number  of  disposals  decreases,  and  the  inventory  in  the  office  increases.  This  results 
in  an  increase  in  pendency. 

Beginning  in  1995,  the  PTO  conducted  a  thorough  review  of  all  major  PTO  func- 
tions, with  a  major  focus  of  identifying  funds  and  FTE  positions  that  could  be  re- 
aligned to  higher  priority  programs.  The  focus  was:  to  identify  alternative  means 
of  doing  business  that  are  responsive  to  customer  needs  but  require  less  resources; 
to  begin  reengineering  its  core  processes  in  order  to  be  prepared  to  face  the  business 
challenges  of  the  future  more  effectively  and  efficiently;  to  identify  lower  priority 
programs  or  functions  that  could  be  discontinued;  and  to  identify  functions  that 
could  be  performed  by  other  than  Federal  personnel. 

Thus,  although  income  from  customer  orders  has  increased,  the  PTO  has  not  had 
the  flexibility  to  address  these  demands.  At  the  present,  the  examination  of  patent 
and  trademark  applications  continues  to  be  a  labor-intensive  process.  As  mentioned 
earlier,  staffing  increases  have  not  kept  pace  with  increases  in  workloads.  From  fis- 
cal year  1993  to  fiscal  year  1995,  personnel  increased  by  only  2  percent  while  patent 
and  trademark  workloads  grew  by  27  percent  and  25  percent  respectively.  The  staff- 
ing increases  reflected  in  the  fiscal  year  1997  budget  request  will  only  begin  to  put 
us  back  on  the  road  to  recovery.  Along  with  attaining  the  required  staffing  levels, 
the  PTO  will  achieve  the  desired  pendency  goals  in  both  patent  and  trademark  oper- 
ations only  after  the  full  implementation  of  its  reengineering  plans. 

LEGISLATIVE  PROPOSALS 

Question.  Please  provide  your  comments  on  legislative  proposals  pending  to 
change  the  structure  of  the  Patent  and  Trademark  Office.  Should  this  office  become 
an  independent  agency  or  a  quasi-government  organization? 

Answer.  The  U.S.  Patent  and  Trademark  Office  (PTO)  has  a  three-part  mission — 
to  grant  patents,  register  trademarks,  and  disseminate  intellectual  property  infor- 
mation. The  first  two  sections  of  the  mission  are  production  processes  driven  by  cus- 
tomer demand.  An  application  arrives,  the  applicant  pays  for  services,  the  applica- 
tion is  processed,  a  patent  is  granted  or  trademark  registered,  and  PTO  maintains 
the  final  product  on  behalf  of  the  patent  holder.  The  third  part  of  PTO's  mission — 
Information  Dissemination — is  a  business  service. 

American  innovators  depend  on  patents  and  trademarks  to  safeguard  their  intel- 
lectual property.  Delaying  the  production  of  these  protections  inhibits  the  flow  of  in- 
novation to  the  market,  and  endangers  the  nation's  international  technological  ad- 
vantage. PTO,  in  its  existing  state,  is  often  unable  to  respond  quickly  to  changes 
in  customer  needs.  Recently,  for  example,  PTO  had  experienced  a  jump  in  applica- 
tions, but  could  not  hire  a  sufficient  number  of  examiners  to  process  them  because 
of  external  constraints. 

Because  PTO's  functions  are  customer-driven  processes,  PTO  could  avoid  these 
problems  and  perform  better  if  it  operated  more  as  a  business-like  entity.  The  model 
for  such  an  entity  exists  in  the  Performance-Based  Corporation  which  would  require 
performance-based  measurements  to  ensure  efficiency.  As  a  performance-based  orga- 
nization (PBO),  PTO  would  measure  its  performance  against  the  resources  it  uti- 
lizes. 
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There  are  currently  six  different  legislative  proposals  that  would  create  some  form 
of  PBO-based  PTO  organization— five  bills  in  the  House  ((HR  1659,  by  Mr.  Moor- 
head,  HR  2533,  by  Mr.  Moorehead  on  behalf  of  the  Administration,  HR  2517,  by  Mr. 
Chrysler,  an  HR  1659  substitute,  by  Mr.  Moorehead  and  an  HR  3460  by  Mr.  Moor- 
head,  which  was  ordered  by  the  House  Subcommittee  on  Intellectual  Property  on 
May  15,  1996),  and  one  of  which  (HR  2533)  was  introduced  on  behalf  of  the  Admin- 
istration, and  one  in  the  Senate  (S  1458,  by  Senator  Lautenberg). 

The  greatest  difference  between  the  bills  is  to  what  extent  PTO  will  remain  a  part 
of  the  Department  of  Commerce.  Two  bills  (HR  1659  and  HR  2517)  would  make 
PTO  an  independent  agency,  outside  of  the  Department  of  Commerce.  Three  others 
(S  1458,  the  HR  1659  substitute,  and  HR  3460)  would  make  PTO  part  of  the  De- 
partment of  Commerce  but  separate  for  international  management  purposes.  The 
last  (HR  2533,  the  Administration's  bill)  would  make  PTO  under  the  policy  direction 
of  the  Secretary  of  Commerce. 

The  second  significant  difference  is  in  to  what  extent  patent  and  trademark  fees 
can  be  adjusted  to  meet  PTO's  workload  and  actual  costs  of  operation.  HR  2533  and 
S  1458  would  permit  the  Secretary  of  Commerce  to  adjust  fees  to  match  the  actual 
costs  of  various  operations  and  products.  The  other  four  bills  would  continue  the 
current  practice  of  establishing  fees  in  statute. 

To  the  extent  that  legislation  gives  PTO  greater  flexibility  to  act  like  a  business 
and  respond  to  its  customers,  PTO  can  increase  its  productive  capacity,  shrink  its 
production  time,  streamline  its  operations,  and  reduce  costs.  HR  2533  provides  the 
greatest  flexibility  in  operations  and  fee  structure.  The  Administration  believes  that 
operating  flexibility  is  important  to  a  PBO  success  and  that  flexibility  can  be  best 
exercised  and  supervised  from  within  the  Department  of  Commerce. 

Questions  Submitted  by  Senator  Ted  Stevens 
juneau  auke  cape  noaa  facility 

Question.  It's  my  understanding  from  Dr.  James  Baker  (Under  Secretary  of 
NOAA)  that  NOAA  supports  the  construction  of  a  new  office  and  laboratory  facility 
on  Auke  Cape  near  Juneau  Alaska.  The  facility  is  desperately  needed  to  house 
NOAA  personnel  currently  overcrowded  and  housed  in  various  offices  around  Ju- 
neau. I  am  disturbed  that  the  Commerce  budget  request  does  not  include  funding 
for  this  new  NOAA  facility. 

Beginning  in  fiscal  year  1992 — five  years  ago — the  Congress  provided  funds  to 
begin  planning  this  facility  and  has  taken  other  actions,  including  transferring  ex- 
cess Coast  Guard  land  on  Auke  Cape  to  NOAA  for  the  facility,  to  ensure  that  the 
project  would  be  completed.  The  most  recent  action  occurred  on  January  6,  1996, 
when  President  Clinton  signed  into  law  (Public  Law  104-91)  a  provision  requiring 
the  Secretary  of  Commerce  to  complete  the  architectural  and  engineering  work  for 
the  facility  by  May  1,  1996. 

Why  have  funds  not  been  requested  by  the  President  and  Commerce  Department 
for  the  new  Auke  Cape  NOAA  facility? 

Answer.  In  fiscal  year  1995,  the  Congress  provided  funding  for  planning  and 
predesign  studies.  The  Presidential  Request  for  fiscal  year  1997  does  not  contain 
new  construction.  This  represents  the  appropriate  level  of  funding  for  the  construc- 
tion of  the  new  office  and  laboratory  facility.  The  Administration  is  carefully  weigh- 
ing priorities  within  the  context  of  a  commitment  to  balance  the  budget  and  has 
made  no  decisions  regarding  the  fiscal  year  1998  budget  issues.  The  funding  of  con- 
struction is  not  required  until  fiscal  year  1998. 

Question.  Why  hasn't  the  Department  complied  with  the  May  1,  1996  deadline  for 
completing  the  design  work?  When  will  the  work  for  the  new  facility  be  completed? 

Answer.  The  Department  judged  that  an  environmental  impact  statement  (EIS) 
should  be  developed  to  reduce  the  potential  for  challenges  to  the  project  and  further 
delay  construction.  The  EIS  will  be  complete  in  February  1997.  Concurrently,  a  con- 
ceptual design  is  being  developed  to  expedite  the  construction  process.  Procurement 
of  an  A/E  for  the  construction  design  is  in  process  and  will  be  awarded  in  February 

1997.  The  construction  design  is  scheduled  to  be  completed  by  the  end  of  January 

1998.  If  funded,  construction  would  be  projected  to  start  in  September  1998  and 
should  be  complete  by  November  2001. 

Senator  Stevens'  staff  have  been  informally  apprised  of  the  project's  progress  and 
its  projected  schedule  including  a  general  understanding  of  what  has  to  precede  the 
award  of  the  A&E;  (i.e.,  the  EIS),  therefore  that  we  would  not  be  able  to  meet  the 
May  1,  1996  deadline. 

Question.  What  is  the  anticipated  cost  of  the  new  Auke  Cape  facility? 
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Answer.  The  estimated  construction  cost  in  current  dollars  is  $47.6  million.  How- 
ever, industry  practice  suggests  that  better  estimates  need  to  take  account  of  cost 
increases  that  will  occur  between  now  and  when  construction  is  on-going.  Projecting 
to  the  mid-point  of  the  construction  schedule  in  1999  increases  the  cost  estimate  to 
approximately  $52  million. 

A  total  project  cost  estimate  including  A&E  design,  construction  management,  fur- 
nishings, lab  equipment,  engineering  studies  during  construction,  change  order  con- 
tingencies during  construction,  moving  costs,  off  site  costs  like  real  estate  acquisi- 
tion for  the  access  road,  facility  start  up  costs  associated  with  supplies,  contractor 
support,  initial  maintenance  supplies  could  be  as  high  $69  million.  These  costs  are 
for  NOAA  only  and  do  not  include  projected  costs  of  $12.7  million  for  the  University 
of  Alaska-Fairbanks'  participation  in  the  project. 

Question.  How  much  of  this  cost  should  be  appropriated  in  the  fiscal  year  1997 
cycle? 

Answer.  No  construction  funding  is  required  in  fiscal  year  1997. 

Question.  From  which  accounts  in  the  Department's  budget  should  the  funding  be 
provided? 

Answer.  Funding  for  this  project  has  been  provided  appropriately  in  the  NOAA 
Construction  Account.  Additional  funding  for  A&E  design  and  construction  would 
appropriately  be  placed  in  the  same  account. 

REAUTHORIZATION  OF  THE  MAGNUSON  ACT 

Question.  The  Congress  has  been  working  on  legislation  to  significantly  strength- 
en the  Magnuson  Fishery  Conservation  and  Management  Act,  which  is  carried  out 
by  regional  fishery  management  councils,  the  National  Marine  Fisheries  Service  and 
the  Secretary.  For  the  record,  I  would  appreciate  your  position  on  S.  39,  the  Magnu- 
son bill  I  have  sponsored  which  was  recently  approved  by  the  Senate  Commerce 
Committee. 

Answer.  The  Department  strongly  supports  enactment  of  legislation  to  reauthor- 
ize the  Magnuson  Fishery  Conservation  and  Management  Act.  We  support  many  of 
the  conservation-related  provisions  of  S.  39  as  reported,  but  have  concerns  with 
other  portions  of  the  bill.  The  Administration's  position  on  S.  39  will  be  conveyed 
in  a  Statement  of  Administration  Policy  expected  to  be  issued  shortly  by  the  Office 
of  Management  and  Budget. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

ECONOMIC  STATISTICS  IMPROVEMENT  INITIATIVE 

Question.  Mr.  Kantor,  the  Department  of  Commerce  is  continuing  an  initiative 
started  in  the  Bush  Administration  (then  known  as  the  "Boskin"  initiative)  that  has 
as  its  goal  the  improvement  of  the  quality  of  data  collected  that  are  essential  to 
businesses  and  policy  makers.  Within  the  Department's  budget,  both  the  Bureau  of 
the  Census  and  the  Economic  and  Statistical  Analysis  division  would  receive  in- 
creased funding  under  such  an  initiative. 

Does  the  Administration's  1997  budget  request  specifically  continue  the  ongoing 
economic  statistics  improvement  initiative  within  the  Department  of  Commerce? 

Answer.  The  Census  Bureau's  economic  initiatives  in  its  fiscal  year  1997  budget 
request  are  intended  to  remedy  shortcomings  in  economic  statistics  identified  in  the 
1995  "Mid-Decade  Review"  conducted  by  the  Bureau  of  Economic  Analysis  (BEA). 
The  Census  Bureau  and  BEA  collaborated  closely  in  the  development  of  the  budget 
proposals. 

BEA's  "Mid-Decade  Review"  represents  one  stage  in  the  continuing  program 
among  Federal  statistical  agencies  to  improve  the  quality  of  economic  statistics. 
That  program  gained  emphasis  and  visibility  in  the  early  1990's  with  the  announce- 
ment of  the  Boskin  Initiative  and,  with  some  modification,  has  been  continued  by 
the  current  Administration. 

Question.  Within  the  $108  million  increase  proposed  for  the  Census  Bureau,  how 
much  would  be  devoted  to  this  initiative? 

Answer.  The  Census  Bureau's  fiscal  year  1997  budget  request  includes  an  in- 
crease of  $12.5  million  for  the  economic  statistics  initiatives. 

Question.  What  has  been  accomplished  by  the  Census  Bureau  under  the  economic 
statistics  initiative  to  date? 

Answer.  Improvements  associated  with  the  increased  funding  include: 

— expanding  coverage  of  service  industries  and  adding  more  annual  surveys  of 
service  industries  (e.g,  communications  services  and  trucking  services), 
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— reducing  the  reporting  burden  on  American  exporters  by  exchanging  trade  data 

with  Canada  (using  Canadian  import  data  for  U.S.  export  data  and  vice  versa), 

— developing  a  monthly  trade  statistics  release  that  now  covers  both  merchandise 

trade  and  trade  in  services, 
— developing  a  system  to  provide  establishment  data  to  BEA  to  be  matched  with 
BEA's  foreign  direct  investment  data  to  enhance  significantly  the  analytical 
usefulness  of  the  government's  data  on  foreign  direct  investment, 
— developing  and  field  testing  the  Automated  Export  System  (AES),  a  system  to 
automate  totally  all  export  reporting;  the  system  is  being  extended  to  a  national 
program  this  year, 
— providing  almost  all  staff  support  for  the  development  of  the  North  American 
Industry  Classification  System  (NAICS),  the  first  total  revision  of  the  nation's 
industrial  classification  system  in  more  than  50  years, 
— taking  the  lead  in  the  development  of  the  concepts  and  programmatic  features 

of  data  sharing  among  Federal  statistical  agencies, 
— converting  almost  all  data  products  from  being  published  in  paper  form  to  being 
disseminated    electronically;    making    all    major    products    available    on    the 
Internet,  and 
— creating  the  Annual  Capital  Expenditures  Survey  (ACES),  the  government's 

first  statistically  rigorous  survey  of  business  investment. 
Question.  What  would  the  additional  funds  be  used  for  if  the  President's  fiscal 
year  1997  request  for  this  purpose  were  approved? 

Answer.  If  the  economic  statistics  initiatives  included  in  the  Bureau's  fiscal  year 
1997  budget  request  were  funded,  the  Bureau  would: 
— gather  data  on  the  very  large  and  very  important  finance,  insurance,  and  real 
estate  sectors  on  an  annual  basis  rather  than  every  five  years  as  is  now  the 
case, 
— develop  a  new  survey  of  the  entire  information  sector, 

— improve  the  quality  of  retail  trade  statistics  by  expanding  the  sample  for  the 
Monthly  Advance  Retail  Trade  Survey,  starting  an  electronic  reporting  system 
for  the  largest  retailers,  and  reorganizing  all  retail  data  according  to  the  new 
North  American  Industry  Classification  System,  a  system  which  will  provide  a 
much  richer  array  of  retail  statistics, 
— reevaluate  the  Bureau's  entire  wholesale  data  collection  program  as  the  basis 

for  a  much  needed  modernization  of  the  program, 
— develop  and  introduce  a  quarterly  survey  of  nonresidential  reconstruction  in 

order  to  close  a  $20  billion  gap  in  current  constructions  statistics, 
— develop  and  introduce  a  survey  of  the  construction  costs  for  nonresidential 
building  in  order  to  develop  price  deflators  for  this  category  of  construction;  the 
current  deflators  are  grossly  inadequate, 
— implement  throughout  the  economic  programs  the  North  American  Industry 
Classification  System,  including,  most  notably,  updating  the  classification  cod- 
ing for  more  than  15  million  establishments,  and 
— reduce  the  reporting  burden  on  American  business  by  expanding  the  use  of  elec- 
tronic questionnaires  in  data  collection,  expanding  reporting  through  electronic 
data  interchange,  improving  business  registers  to  allow  for  more  targeted  collec- 
tion of  data,  and  developing  techniques  to  assess  the  reporting  burden  on  each 
individual  company  with  the  aim  of  balancing  reporting  requirements  across  all 
participants. 
Question.  How  much  does  the  Department  estimate  will  be  required  in  the  out- 
years  to  continue  this  initiative? 
Answer.  The  outyears  will  require  funding  comparable  to  fiscal  year  1997  funding. 
Question.  Within  the  $7.6  million  increase  requested  for  the  Economic  and  Statis- 
tical Analysis  Division,  how  much  would  be  devoted  to  the  economic  statistics  initia- 
tive? 

Answer.  Of  the  $7.6  million  increase  requested  by  the  Economics  and  Statistics 
Administration,  $7.2  million  will  fund  the  next  steps  in  the  Bureau  of  Economic 
Analysis'  (BEA's)  Mid-Decade  Strategic  Plan  and  Information  Technology  Strategic 
Plan.  Implementation  of  these  two  plans  will  create  the  methodological  and  tech- 
nical regime  needed  to  improve  the  accuracy,  timeliness,  and  relevance  of  the  eco- 
nomic accounts  produced  by  BEA,  as  envisioned  in  the  economic  statistics  ("Boskin") 
initiative. 

BEA's  Mid-Decade  Strategic  Plan  is  a  multi-year  plan  for  maintaining  and  im- 
proving gross  domestic  product,  or  GDP,  and  related  national,  regional,  and  inter- 
national economic  accounts  data.  The  plan  is  based  on  a  comprehensive  review  of 
the  economic  accounts  conducted  in  1994,  and  a  draft  strategic  plan  presented  and 
refined  at  a  national  symposium  of  leading  economic  data  users  in  March  1995.  The 
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final  plan  calls  for  updated  measures  of  output  and  prices;  better  measures  of  in- 
vestment, saving,  and  wealth;  and  improved  measures  of  international  transactions. 

BEA's  Information  Technology  Strategic  Plan  is  an  ambitious,  but  critical  pro- 
gram to  move  to  an  integrated  micro-computer  network  environment  in  fiscal  year 
1997,  when  BEA  expects  to  retire  its  1970's  vintage  mainframe  computer  and  its 
associated  software.  The  plan,  which  is  based  on  a  benchmarking  of  BEA's  existing 
system  against  the  computer  systems  used  by  statistical  offices  in  other  countries 
and  against  best-practices  technology  in  the  United  States,  brings  together  BEA's 
customer  service,  Mid-Decade  Strategic  Plan,  and  computer  re-engineering  efforts. 

Question.  To  date,  what  has  been  accomplished  by  ESA  under  this  program? 

Answer.  By  reallocating  resources  from  existing  programs  in  fiscal  years  1995  and 
1996,  BEA  has  made  a  down  payment  on  the  most  urgent  priorities  of  the  Mid-Dec- 
ade Strategic  Plan.  It  has  introduced  improvements  in  all  three  areas  outlined  in 
the  plan  including: 

(1)  improved  measures  of  output  and  prices  using  up-to-date  annual  weights  that 
eliminate  the  bias  in  estimates"  of  real  GDP  growth  and  inflation  associated  with 
fixed  weights,  and  a  new  quality-adjusted  measure  of  output  and  prices  for  semi- 
conductors; 

(2)  a  more  comprehensive  measure  of  investment  and  capital  that  treats  govern- 
ment purchases  of  structures  and  equipment  symmetrically  with  business  invest- 
ment, and  improved  estimates  of  depreciation;  and 

(3)  revised  surveys  to  obtain  greater  detail  on  multinational  companies'  inter- 
national trade  in  services  and  new  surveys  to  obtain  data  on  international  trade  in 
financial  services. 

Question.  What  would  these  additional  funds  be  used  for  if  the  President's  budget 
request  were  approved? 

Answer.  The  fiscal  year  1997  budget  request  will  fund  the  next  steps  in  the  Mid- 
Decade  Strategic  Plan,  including  extending  BEA's  pathbreaking  work  on  the  qual- 
ity-adjustment of  output  and  prices  beyond  computers  and  semiconductors  to  other 
high-technology  products,  such  as  telecommunications  equipment  and  computer  soft- 
ware, and  to  hard-to-measure  services,  such  as  insurance,  finance,  and  medical  care. 
In  recent  years,  concern  has  continued  to  grow  about  the  possibility  that  existing 
price  indexes  for  these  products  and  services  are  biased  because  they  do  not  ade- 
quately capture  the  effect  of  quality  changes.  If  problems  in  measuring  quality 
changes  cause  the  rate  of  price  increase  to  be  overstated,  real  (price-adjusted)  gross 
domestic  product  will  be  understated,  as  will  measures  of  productivity  change  and 
the  economy's  long-term,  sustainable  non-inflationary  growth  rate.  Moreover,  over- 
statement of  inflation  has  direct  implications  for  the  Federal  budget. 

BEA  will  also  work  with  Census  to  update  and  improve  the  coverage  of  key  com- 
ponents of  GDP  to  reduce  revisions  in  the  estimates,  particularly  for  the  construc- 
tion, transportation,  communication,  utilities,  insurance,  and  real  estate  industries, 
as  well  as  for  inventories  and  State  and  local  government  expenditures.  BEA  also 
plans  to  update  the  structure  and  organization  of  the  accounts  by  working  with  Cen- 
sus to  complete  and  implement  the  new  North  American  Industrial  Classification 
System  to  better  reflect  changes  in  the  composition  of  output  and  the  way  in  which 
it  is  produced  and  distributed;  by  providing  clearer,  separate  pictures  of  nonprofit 
institutions  and  households;  and  by  providing  a  more  comprehensive  picture  of  the 
functional  role  of  governments — Federal,  State,  and  local. 

Additional  progress  in  developing  better  measures  of  investment,  saving,  and 
wealth  will  include  further  updating  of  the  accounts  to  include  investments  in  soft- 
ware. 

Further  progress  in  improving  measures  of  international  transactions  will  include 
additional  improvements  in  the  data  on  international  trade  in  services,  computer 
software,  and  international  financial  instruments. 

The  fiscal  year  1997  budget  request  will  also  fund  the  next  steps  in  BEA's  Infor- 
mation Technology  Strategic  Plan.  These  next  steps  will:  (1)  increase  the  accuracy, 
reliability,  and  timeliness  of  BEA's  data  through  standardized  data  transfer  and  on- 
line interactive  editing  and  processing  systems  for  source  data;  (2)  increase  the 
timeliness  of  BEA's  data  products  and  the  accessibility  to  its  products  by  a  wide 
range  of  customers  through  expanded  Internet  access  and  use  of  other  electronic 
gateways;  and  (3)  reduce  respondent  burden  and  increase  accuracy  and  timeliness 
through  electronic  filing  of  BEA's  surveys  of  direct  investment  and  international 
services. 

Question.  How  much  is  envisioned  for  ESA  activities  under  this  initiative  in  the 
outyears? 

Answer.  Assuming  that  the  fiscal  year  1997  budget  request  is  enacted  and  that 
no  new  initiatives  beyond  those  already  included  in  the  Mid-Decade  Strategic  Plan 
and  in  the  Information  Technology  Strategic  Plan  are  proposed,  the  need  for  addi- 
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tional  funding  in  the  outyears  is  not  anticipated.  The  remaining  steps  of  the  Mid- 
Decade  Strategic  Plan  and  of  the  Information  Technology  Strategic  Plan  can  be  ac- 
complished within  the  fiscal  year  1997  funding  level  in  the  outyears. 

Question.  As  I  recall,  the  original  economics  statistics  improvement  initiative  was 
envisioned  to  cost  $230  million  over  a  five-year  period  (fiscal  year  1992  through  fis- 
cal year  1996)  with  most  of  the  funding  going  to  agencies  of  the  Department  of  Com- 
merce, but  with  resources  targeted  to  statistical  agencies  within  the  Departments 
of  Labor  and  Agriculture  as  well  as  to  the  National  Science  Foundation. 

Could  you  provide  for  the  record,  an  update  on  the  Administration's  plan  to  carry 
out  this  program,  including  the  funding  provided  to  date,  the  current  estimate  of 
the  total  cost,  and  funding  projections  for  the  next  five  years? 

Answer.  The  two  major  bureaus  that  comprise  the  Economics  and  Statistics  Ad- 
ministration, the  Bureau  of  Economic  Analysis  and  the  Bureau  of  the  Census,  have 
been  and  continue  to  be  a  major  focus  of  this  and  previous  Administrations'  efforts 
to  improve  the  economic  statistics  that  are  produced  for  the  Nation. 

During  the  period  of  fiscal  years  1992-1996  the  Bureau  of  Economic  Analysis, 
part  of  the  Economic  and  Statistical  Analysis  budget  account,  requested  appropria- 
tions of  which  some  of  it  was  a  repeat  request  for  funds  turned  down  in  prior  years 
totalling  approximately  $31.8  million  for  its  economic  statistics  initiative.  During 
this  period,  however,  only  $2.6  million  has  been  appropriated  and  another  $6.3  mil- 
lion provided  via  reprogrammings  and  transfers.  A  proposed  transfer  for  fiscal  year 

1996  of  $4.3  million  for  the  highest-priority  and  most  time  sensitive  improvement 
projects,  and  the  additional  $7.2  million  annual  appropriation  requested  in  the  fiscal 
year  1997  budget  will  raise  BEA's  funding  to  a  level  which,  if  maintained,  will  allow 
it  to  implement  its  part  of  this  initiative. 

During  the  same  period  of  fiscal  years  1992-1996,  the  Census  Bureau  requested 
a  total  of  approximately  $26. 1  million  for  its  economic  statistics  initiative  activities. 
Some  of  this  amount  was  a  repeat  request  for  funds  turned  down  in  prior  years. 
During  this  period,  only  $2.4  million  has  been  appropriated  and  another  $3.2  million 
provided  through  reallocation.  The  additional  $10.6  million  requested  in  fiscal  year 

1997  will,  if  sustained  into  the  outyears,  allow  the  Bureau  of  Census  to  implement 
a  significant  portion  of  our  part  of  the  initiative. 

In  July  1995,  the  General  Accounting  Office  (GAO)  released  Economic  Statistics: 
Status  Report  on  the  Initiative  to  Improve  Economic  Statistics.  The  report  found 
that  despite  receiving  only  partial  funding  for  various  statistical  initiatives,  includ- 
ing those  in  the  Economic  Statistics  Initiative,  BEA  had  made  significant  progress 
on  the  initiative  by  reprogramming  existing  base  funding  and  by  focusing  on  low- 
cost,  high-payoff  projects.  However,  the  report  noted,  and  BEA's  "Mid-Decade  Stra- 
tegic Review"  underscored,  that  considered  work  on  improving  economic  statistics 
remains  to  be  done. 

The  GAO  report  also  acknowledged  the  progress  made  by  Census  with  only  par- 
tial funding,  particularly  the  progress  on  the  North  American  Industrial  Classifica- 
tion System  (NAICS),  due  largely  to  our  reallocation  of  funds.  The  requested  fund- 
ing for  fiscal  year  1997  is  critical  so  that  we  can  position  ourselves  for  NAICS  imple- 
mentation in  the  fiscal  year  1997  economic  censuses. 

Question.  The  Semiconductor  agreement  expires  at  the  end  of  June.  I  have  been 
disturbed  by  statements  by  Japanese  officials  that  they  do  not  want  to  extend  the 
agreement.  They  believe  that  the  accord  has  done  its  job.  Could  you  provide  a  brief 
summary  of  the  offers  and  counter-offers  on  the  extension  of  the  agreement?  What 
is  the  status  of  the  negotiation? 

Answer.  The  Administration  has  made  clear  in  regular  consultations  with  the 
Japanese  on  the  present  arrangement,  in  public  statements  and  in  private  meetings, 
that  we  feel  it  is  essential  to  continue  a  government-to-government  agreement  on 
semiconductors  in  order  to  ensure  that  the  progress  made  by  all  foreign  semiconduc- 
tor suppliers  in  recent  years  is  continued.  Under  the  1986  and  1991  arrangements, 
foreign  market  share  rose  from  8.6  in  1986  to  a  record  high  of  29.6  percent  in  the 
fourth  quarter  1995.  Although  much  progress  has  been  made,  U.S.  share  in  Japan 
in  1995,  estimated  at  18  percent  on  an  annualized  basis  by  independent  sources, 
is  still  well  below  U.S.  share  in  the  rest  of  the  world.  U.S.  share  in  the  European 
and  the  Asian/Pacific  markets  is  47  percent  and  34  percent  respectively. 

We  have  stated  that  we  are  flexible  on  many  elements  of  the  agreement,  that  we 
would  not  seek  a  new  numerical  target,  and  that  we  expect  the  role  of  government 
in  the  new  agreement  would  decline.  We  have  asked  the  Japanese  to  tell  us  what 
they  do  not  like  about  the  present  arrangement  and  would  like  to  change  in  a  new 
agreement.  Ambassador  Shapiro  invited  Vice  Minister  Sakamoto  to  Washington  in 
March  to  engage  in  serious  discussions  on  a  new  agreement.  There  was  no  response 
from  the  Japanese.  Ambassador  Barshefsky  seconded  Ambassador  Shapiro's  invita- 
tion in  person  during  the  Kobe  Quad  Ministerial  in  April.  Ambassador  Shapiro  will 


232 

be  meeting  with  Vice  Minister  Sakamoto  while  attending  the  OECD  meeting  in 
Paris  in  May  and  will  again  forcefully  request  that  the  Japanese  engage  in  serious 
government-to-government  discussions . 

At  the  same  time,  the  U.S.  semiconductor  industry  has  been  holding  a  series  of 
CEO-level  meetings  with  Japanese  counterparts  to  try  to  work  out  elements  of  a 
new  agreement.  U.S.  industry  presented  the  Japanese  with  position  papers  on  areas 
of  continuing  cooperation,  areas  of  new  cooperation,  and  the  appropriate  role  of  gov- 
ernment. U.S.  industry  strongly  believes  that  the  U.S.  and  Japanese  governments 
must  be  a  part  of  any  new  agreement.  At  an  April  26  meeting  in  Hawaii,  the  U.S. 
and  Japanese  industries  reaffirmed  their  desire  to  continue  the  good  cooperation  be- 
tween the  two  industries  established  over  the  past  decade.  Both  sides  also  recog- 
nized the  need  for  a  transition  plan  to  secure  the  U.S. -Japan  semiconductor  rela- 
tionship toward  the  21st  century.  However,  the  two  industries  disagreed  over  the 
role  of  government  in  the  transition  plan.  The  Japanese  government's  position  is 
that  industry  should  continue  to  talk  and  try  to  come  to  a  decision.  U.S.  industry 
feels  it  has  reached  an  impasse  and  that  it  is  time  for  the  two  governments  to  meet 
to  decide  on  the  role  of  government  in  a  new  agreement.  The  Semiconductor  Indus- 
try Association  has  postponed  its  annual  June  joint  meeting  in  Tokyo  with  the  Elec- 
tronics Industries  Association  of  Japan  until  the  U.S.  and  Japan  reach  accord  on 
a  new  intergovernmental  trade  agreement. 

The  Japanese  have  stated  that  the  current  semiconductor  agreement  has  achieved 
its  objectives  and,  therefore,  should  be  allowed  to  expire  on  July  31,  1996.  They  say 
that  there  is  no  further  need  for  government  intervention  and  have  suggested  an 
industry-to-industry  agreement.  They  have  complained  that  the  current  agreement 
is  inconsistent  with  the  WTO  because  it  is  based  on  capital  affiliation.  We  have 
pointed  out  to  the  Japanese  that  the  intent  of  the  arrangement  is  to  improve  market 
access,  which  is  not  only  consistent  with  the  WTO,  but  is  the  key  objective  of  the 
WTO.  Indeed,  a  GATT  panel  reviewing  the  first  Semiconductor  Arrangement  explic- 
itly considered  and  rejected  allegations  that  the  capital  affiliation  provisions  violate 
the  GATT. 

We  are  frustrated  by  the  Japanese  refusal  to  give  a  counter  offer  or  to  engage  in 
any  discussion  of  the  issue  at  all. 

Question.  4th  Quarter  1995,  semiconductor  sales  in  Japan  of  U.S.  semiconductors 
are  record  breaking.  The  Japanese  trade  officials  use  these  numbers  as  evidence 
that  the  agreement  is  no  longer  needed.  However,  I  interpret  the  numbers  dif- 
ferently. I  see  Japan  buying  more  than  they  otherwise  would  from  U.S.  manufactur- 
ers to  underscore  their  negotiating  position  that  a  renewal  of  the  semiconductor 
agreement  is  not  needed.  I  view  this  as  further  evidence  that  the  Japanese  still 
have  the  ability  to  manipulate  U.S.  market  share.  Have  you  seen  any  evidence  that 
the  U.S.  market  share  in  Japan  is  sustainable  absent  a  government-to-government 
agreement? 

Answer.  In  1995,  the  Japanese  bought  many  semiconductors  from  foreign  sources 
despite  the  existence  of  domestic  sources  for  those  same  products.  Yet,  many  U.S. 
companies  believe  that,  absent  an  agreement,  market  share  would  decline,  most  no- 
ticeably in  the  commodity  semiconductors.  It  is  likely  that  Japanese  purchases  of 
products  in  which  it  is  not  competitive,  i.e.  microprocessors  for  personal  computers 
and  programmable  logic  devices  (PLD),  would  continue.  These  sales  represent  ap- 
proximately 25  percent  of  U.S.  sales  in  Japan.  There  are  many  other  niche  areas 
in  which  U.S.  companies  provide  a  unique  product,  and  these  sales  would  probably 
continue.  However,  a  large  percent  of  purchases  now  made  from  foreign  suppliers 
could  in  the  future  be  purchased  from  domestic  sources.  For  example,  most  of  Ja- 
pan's MOS  memory  imports  are  DRAM's.  Foreign  DRAM's  in  Japan  are  7-8  percent 
of  the  Japanese  market,  or  around  30  percent  of  the  foreign  market  share.  In  the 
third  and  fourth  quarters  of  1995,  Japan  exported  approximately  twice  the  value  of 
MOS  memory  that  it  imported.  It  is  possible  Japan  could  substitute  much  of  its 
MOS  memory  imports  with  domestically  produced  memory. 

In  addition,  the  last  few  years  have  been  years  of  very  high  growth  for  the  world 
semiconductor  industry.  In  1995,  we  saw  a  40  percent  growth  worldwide.  Growth 
in  1996  is  predicted  to  slow  considerably  and  Dataquest  predicts  growth  at  less  than 
10  percent.  Although  long-term  prospects  for  growtii  in  this  industry  are  very  good, 
we  cannot  expect  an  uninterrupted  continuation  of  the  high  growth  of  the  past  few 
years.  In  a  declining  market  there  will  be  more  pressure  on  Japanese  semiconductor 
users  to  buy  domestically  made  semiconductors  from  their  keiretsu  partners.  These 
downturns  breed  disputes  and  the  established  consultative  mechanisms  of  the  bilat- 
eral semiconductor  agreement  has,  up  to  now,  provided  a  way  of  resolving  problems 
constructively  and  effectively. 

Question.  When  Norm  Augustine  headed  up  the  monumental  study  on  the  state 
of  the  U.S.  semiconductor  industry  in  the  mid-1980's,  the  report  found  that  the  Jap- 
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anese  only  purchased  foreign  produced  semiconductors  until  they  could  develop  their 
own  domestic  source.  Is  there  any  evidence  that  such  business  practices  have 
changed? 

Answer.  Certainly  we  see  a  very  large  difference  in  Japanese  purchasing  from  for- 
eign suppliers  now  than  we  did  before  the  1986  and  1991  semiconductor  agree- 
ments. As  explained  in  the  answer  below,  approximately  25  percent  of  U.S.  sales 
to  Japan  are  in  products  in  which  the  Japanese  do  not  compete.  Even  adding  in 
other  unique,  niche  products  of  which  U.S.  companies  are  sole  suppliers,  that  leaves 
a  large  percentage  of  semiconductors  that  Japanese  are  buying  from  foreign  sources 
that  are  also  available  from  domestic  sources.  Additionally,  in  the  last  10  years,  re- 
lationships have  had  an  opportunity  to  develop  between  Japanese  semiconductor 
users  and  foreign  semiconductor  producers,  as  well  as  some  strategic  alliances. 

The  U.S.  semiconductor  industry  is  worried,  however,  that  there  has  not  been 
enough  time  to  cement  the  cooperative  relationships  between  Japanese  and  foreign 
companies  and  these  relationships  may  not  survive,  absent  an  agreement.  Nor  does 
U.S.  industry  believe  the  Japanese  change  in  purchasing  practices  is  a  permanent 
change.  Certainly,  the  Japanese  are  trying  to  catch  up  in  the  technology  areas  in 
which  they  lag  behind  the  U.S.  In  the  area  of  microprocessors,  for  example,  the  Jap- 
anese are  trying  to  catch  up  by  licensing  microprocessor  technology  from  U.S.  com- 
panies. 

UNITED  STATES-JAPAN  SEMICONDUCTOR  ARRANGEMENT 

Question.  For  example,  U.S.  manufacturers  lead  the  world  in  digital  semiconduc- 
tor technology.  As  a  result,  Japanese  semiconductor  users  have  turned  to  U.S.  sup- 
pliers, to  provide  them  with  cutting-edge  devices  based  on  the  new  digital  tech- 
nology. How  far  along  are  the  Japanese  manufacturers  in  developing  their  own  digi- 
tal semiconductor  technology?  What  percentage  of  the  total  U.S.  sales  in  Japan  are 
attributable  to  digital  semiconductors  and  other  semiconductors  that  the  Japanese 
cannot,  at  this  time,  produce  on  their  own? 

Answer.  The  Japanese  manufacturers  are  proficient  in  most  digital  technologies, 
such  as  memory,  logic,  ASIC's,  and  digital  microcontrollers.  There  are  some  digital 
products  in  which  U.S.  producers  have  a  lead  over  the  Japanese  producers,  such  as 
digital  signal  processors  and  flash  memory.  But  there  are  really  only  two  products 
which  are  produced  exclusively  by  U.S.  semiconductor  manufacturers,  i.e.  the  micro- 
processor for  personal  computers  and  programmable  logic  devices  (PLD).  The  U.S. 
has  over  80  percent  market  share  in  Japan  in  these  two  products.  The  Japanese 
make  microprocessors,  but  they  do  not  compete  with  the  Intel  microprocessor  for  the 
personal  computer.  In  1995,  microprocessors  accounted  for  approximately  22  percent 
of  U.S.  semiconductor  sales  in  Japan  and  PLD's  accounted  for  3  percent,  for  a  total 
of  25  percent.  Hence,  approximately  25  percent  of  U.S.  sales  in  Japan  in  1995  were 
from  products  that  the  Japanese  cannot,  at  this  time,  produce  on  their  own. 

PATENT  FLOODING 

Question.  Are  the  Japanese  still  engaging  in  the  practice  of  "patent  flooding?" 
(Patent  flooding  is  a  quasi-legal  way  to  infringe  on  patents.  It  occurs  when  Japanese 
firms  file  hundreds  of  patents  with  minor  modifications  to  U.S.  patents.  Patent 
flooding  results  in  the  Japanese  getting  our  technology  without  technically  violating 
our  patents.) 

Expected  answer:  Yes  and  it  is  a  major  problem  that  robs  U.S.  companies  of  mil- 
lions of  dollars  worth  of  sales  each  year. 

Answer.  Patent  flooding  and  its  alleged  associated  ills  have  taken  on  mythical 
proportions  in  Japan.  There  is  no  doubt  that  the  approach  to  patenting,  technology 
development  and  technology  implementation  are  different  in  Japan  than  they  are 
here  in  the  United  States.  Many  U.S.  patent  applicants  in  Japan  have  difficulties 
in  Japan  due  to  lack  of  complete  understanding  of  their  system. 

"Patent  flooding"  can  only  be  a  reality  if  dependent  patent  compulsory  licenses  are 
available.  Prior  to  July  1,  1995,  such  licenses,  though  never  granted,  were  theoreti- 
cally available  in  Japan.  However,  as  of  July  1,  1995,  the  Japanese  Patent  Office 
ceased  rendering  arbitration  decisions  ordering  the  grant  of  dependent  patent  com- 
pulsory licenses.  If  dependent  patent  compulsory  licenses  are  not  available,  the  pat- 
entee of  a  basic  patent  is  able  to  prevent  so-called  patent  "flooders"  from  practicing 
their  "minor  modifications"  on  the  basic  patent.  (It  must  be  kept  in  mind  that  the 
"minor  modifications"  must,  in  and  of  themselves,  satisfy  all  of  the  criteria  of  pat- 
entability.) 

Question.  What  steps  is  the  Clinton  Administration  taking  to  stop  patent  flooding? 

Answer.  The  Clinton  Administration,  as  part  of  the  U.S. -Japan  Trade  Framework 
Agreement,  entered  into  negotiations  with  the  Government  of  Japan  on,  among 


234 

other  things,  intellectual  property  issues  in  late  1993.  These  negotiations  cul- 
minated in  the  conclusion  of  two  agreements  on  patent  issues.  The  second  of  these 
two  agreements,  concluded  by  an  exchange  of  letters  on  August  16,  1995,  called  for 
the  Japanese  Patent  Office  to  cease  rendering  arbitration  decisions  ordering  the 
grant  of  dependent  patent  compulsory  licenses.  The  Japanese  Patent  Office  has  fully 
agreed  with  the  terms  of  this  agreement  and,  as  of  July  1,  1995,  no  longer  grants 
dependent  patent  compulsory  licenses.  Accordingly,  the  threat  of  patent  flooding  has 
been  minimized  because  the  degree  of  exclusivity  that  now  accompanies  Japanese 
patents  has  been  ratcheted  up  several  notches  and  the  pressure  to  cross-license  has 
been  eliminated. 

The  PTO  has  not  conducted  any  studies  to  indicate  how  the  terms  of  patents 
granted  in  the  future  will  be  affected  by  the  GATT  implementing  legislation.  How- 
ever, the  PTO  has  reviewed  previously  granted  patents  to  assess  the  effect  of  a 
twenty-year  patent  term  on  those  patents.  The  results  of  that  review  are  fully  dis- 
cussed in  the  attached  November  10,  1994  letter  from  Commissioner  Lehman  to 
Senator  Brown.  It  must  be  kept  in  mind  that  the  patents  involved  in  the  review 
were  granted  in  a  system  in  which  there  was  no  incentive  to  expedite  prosecution. 
Such  an  incentive  will  be  present  once  the  twenty-year  patent  term  is  effective.  Fur- 
ther, the  twenty-year  patent  term  legislation  includes  extensions  for  appeals,  inter- 
ferences and  secrecy  orders.  The  effects  of  such  extensions  were  not  factored  into 
the  above  review.  All  indications  are  that  very  few  patents  will  be  adversely  affected 
with  most  patents  having  a  longer  term  under  a  twenty -year  patent  system. 

JAPAN/WTO 

Question.  I  have  also  been  concerned  about  some  Japanese  officials'  recent  state- 
ments that  "the  era  of  bilateralism  or  bilateral  agreements  is  over."  Japanese  are 
taking  the  position  that  the  WTO  (World  Trade  Organization  which  replaced  the 
GATT)  will  be  the  trade  dispute  resolution  forum.  (The  quote  is  from  a  speech  given 
by  Vice  Trade  Minister  Yoshihiro  Sakamoto.) 

What  steps  is  the  U.S.  Government  taking  to  disabuse  the  Japanese  government 
that  the  WTO  will  be  the  only  trade  dispute  resolution  mechanism? 

Answer.  I  share  your  concern  over  Vice  Minister  Sakamoto's  statements  and 
found  them  quite  disturbing.  I  and  a  number  of  other  officials  from  Commerce  and 
elsewhere  in  the  government  have  raised  these  concerns  with  Japanese  officials  in- 
cluding Vice  Minister  Sakamoto.  We  have  explained  that  the  U.S.  Administration 
is  committed  to  an  international  trade  policy  to  open  foreign  markets  which  are 
closed  to  our  competitive  goods  and  services.  We  will  continue  to  pursue  U.S.  trade 
liberalization  efforts  both  multilaterally  and  bilaterally.  Where  we  believe  a  right 
under  the  WTO  is  being  denied,  we  will  seek  recourse  from  the  WTO  dispute  settle- 
ment mechanism  in  conjunction  with  U.S.  trade  law.  When  an  issue  is  not  covered 
by  the  WTO,  we  reserve  the  right  to  pursue  resolution  through  bilateral  mecha- 
nisms. 

I  am  pleased  to  report  that  following  our  discussions,  Vice  Minister  Sakamoto  and 
other  Japanese  officials  indicated  that  Japan  does  not  hold  the  position  that  all 
trade  issues  must  be  resolved  multilaterally  through  the  WTO  or  other  bodies.  They 
have  acknowledged  that  such  issues  should  be  discussed  bilaterally  where  appro- 
priate. We  will  continue  to  pursue  our  efforts  to  open  markets  in  Japan  end  else- 
where through  all  appropriate  mechanisms,  both  bilateral  and  multilateral. 

POTASH  AGREEMENT 

Question.  Mr.  Secretary,  every  year  the  Commerce  Department  has  to  decide 
whether  to  extend  the  U.S.  Canada  Potash  Agreement.  It  is  that  time  of  the  year 
when  the  Commerce  Department  needs  to  make  its  determination.  The  U.S.  Compa- 
nies have  filed  a  request  that  the  Agreement  be  extended  and  I  have  written  your 
predecessor  outlining  the  importance  of  the  agreement  to  my  constituents.  When 
you  and  I  met  last  week,  I  also  told  you  about  the  importance  of  the  Potash  Agree- 
ment to  New  Mexico.  This  is  a  very  critical  time  for  the  Potash  industry  in  New 
Mexico.  Two  of  the  mines  are  up  for  sale.  Even  though  the  experts  are  forecasting 
a  banner  year  for  agriculture — projections  of  the  amount  of  wheat  and  soybeans  that 
will  be  planted  as  soon  as  the  weather  permits  is  very  optimistic. 

Since  potash  is  used  to  make  fertilizer,  and  since  the  more  wheat  and  soybeans 
that  are  planted,  the  more  fertilizer  is  needed,  logic  would  suggest  that  this  should 
be  a  good  year  for  the  potash  industry.  But  the  price  of  potash  in  New  Mexico  has 
dropped  recently  from  $84  per  ton  to  $74  per  ton  and  the  experts  are  puzzled.  This 
price  drop  is  an  additional  reason  why  the  potash  agreement  should  be  extended. 
Without  the  agreement  the  vital  interests  of  the  U.S.  potash  industry  would  be 
threatened.  The  potash  industry  contributes  $220  million  to  New  Mexico's  economy. 
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This  agreement  has  preserved  the  community  of  Carlsbad,  New  Mexico's  1,621  jobs 
of  which  are  dependent  upon  this  agreement.  It  should  not  be  terminated. 

Mr.  Secretary,  could  you  prompt  the  Department  of  Commerce  to  extend  the  Pot- 
ash agreement? 

Answer.  On  April  22,  1996,  we  published  our  determination  not  to  terminate  the 
agreement  due  to  the  objection  of  the  U.S.  industry.  The  Department  never  revokes 
an  antidumping  duty  order  or  terminates  an  agreement  under  the  sunset  provisions 
unless  there  are  no  objections  from  domestic  interested  parties. 

INTERAGENCY  COOPERATION  ALONG  THE  BORDER 

Question.  Mr.  Kantor,  the  North  American  Free  Trade  Agreement  (NAFTA)  and 
Uruguay  Round  of  GATT  have  opened  the  nation's  borders  to  it  neighbors  north  and 
south. 

As  a  key  federal  agency  to  facilitate  the  implementation  of  NAFTA  and  GATT, 
how  would  you  characterize  the  progress  being  made  toward  opening  U.S.  borders 
to  our  Mexican  and  Canadian  neighbors? 

Answer.  In  1994-95,  trade  among  the  NAFTA  partners  soared  to  close  to  30  per- 
cent, growing  over  $88  billion  in  just  two  years.  Growth  in  trade  continues  to  place 
pressure  on  the  efficiency  of  cross-border  trade  between  the  three  NAFTA  countries. 
As  the  key  U.S.  Government  contact  for  the  business  community,  the  Commerce  De- 
partment's Office  of  NAFTA  is  often  the  first  to  hear  of  trade-related  problems  fac- 
ing U.S.  exporters  to  Mexico  or  Canada.  Commerce  is,  therefore,  uniquely  positioned 
to  offer  the  exporter's  perspective  on  border  opening  initiatives. 

The  NAFTA  deals  with  the  opening  of  the  border  on  two  fronts:  (1)  customs  ad- 
ministration and  (2)  temporary  entry  of  business  persons.  The  NAFTA  does  not  deal 
with  the  broader  issue  of  immigration. 

In  terms  of  opening  the  borders  to  Mexican  and  Canadian  goods,  there  is  a  U.S. 
Customs  service  initiative,  carried  out  under  the  auspices  of  the  NAFTA  Trilateral 
Automation  and  Information  Exchange  Working  Group,  which  is  looking  at  ways  to 
increase  the  efficiency  of  transborder  commercial  traffic  without  compromising  agen- 
cy enforcement  missions.  The  group  is  standardizing  commercial  data  (definitions, 
coding  and  documentation)  and  is  looking  at  the  development  of  software  which  will 
permit  immediate  access  to  electronic  records  by  all  three  NAFTA  customs  agencies. 
The  group  has  also  decided  to  experiment  with  pre-inspection  checks  and  use  of 
transponder  smart  card  technology.  The  potential  impact  of  this  program  is  tremen- 
dous. Although  there  has  been  progress  in  developing  adequate  port  of  entry  infra- 
structure and  increased  the  efficiency  of  agency  inspections,  traffic  back-up  at  the 
border  ports  of  entry  continues  to  be  a  challenge.  The  Commerce  Department  is  very 
supportive  of  these  commercial  facilitation  initiatives. 

Through  NAFTA,  the  U.S.,  Canadian  and  Mexican  Governments  have  developed 
transparent  procedures  to  facilitate  temporary  entry  of  business  persons  who  con- 
duct trade  in  goods  and  services  as  well  as  investment  activities.  These  regulations 
are  essentially  the  same  as  the  U.S. -Canadian  provisions  set  up  under  the  1989 
CFTA.  Under  NAFTA's  temporary  entry  provisions,  NAFTA  country  sales  represent- 
atives, professional  service  providers,  after-sales  service  providers,  company  execu- 
tives, and  other  business  visitors,  can  conduct  business  in  all  three  countries  with 
greater  ease. 

nafta/gatt 

Question.  Federal  activities  related  to  NAFTA  and  GATT  are  gradually  increas- 
ing, and  with  it  agency  budget  requests  to  meet  these  new  requirements.  The  imple- 
mentation of  these  trade  agreements  will  also  require  a  significant  commitment  to 
interagency  cooperation.  What  is  your  general  assessment  of  interagency  coopera- 
tion along  the  borders,  especially  along  the  Southwest  border? 

Are  there  specific  areas  that  you  believe,  need  attention? 

Answer.  There  are  numerous  channels  for  conducting  interagency  cooperation  on 
border  issues  and,  in  general,  this  cooperation  has  been  excellent.  The  NAFTA  itself 
sets  up  trilateral  work  groups  in  two  areas  applicable  to  border  activity — customs 
administration  and  temporary  entry  of  business  persons.  On  the  U.S.  side,  these 
work  groups  are  staffed  with  representatives  from  multiple  agencies,  including  Com- 
merce, State,  INS,  Treasury  and  Labor.  In  addition  to  these  NAFTA  work  groups, 
there  is  significant  cooperation  in  all  other  areas  of  border  activities. 

Commerce  has  played  an  important  role  in  fostering  coordination.  Under  an  ini- 
tiative developed  by  the  late  Assistant  Secretary  Charles  Meissner,  the  Department 
reviewed  all  DOC  programs  to  identify  their  applicability  to  the  border  and  then 
shared  the  resulting  information  with  several  agencies.  This  effort  brought  about 
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closer  coordination  and  cooperation  among  key  Government  agencies,  i.e.,  EPA, 
Transportation,  HUD,  State  and  Energy. 

Commerce  has  a  particular  interest  in  fostering  border  infrastructure  develop- 
ment. There  is  great  potential  to  foster  sustainable  development  along  the  U.S.- 
Mexico border  and  at  the  same  time,  augment  opportunities  for  U.S.  companies  in 
the  infrastructure  area,  particularly,  environment,  transportation,  housing  and  en- 
ergy. Commerce  is  involved  in  programs  designed  to  stimulate  private  sector  partici- 
pation in  infrastructure  development  and  promote  cross-border  planning  and  inno- 
vative cross-border  institutions  at  the  municipal,  state  and  federal  levels. 

A  highlight  of  our  infrastructure  development  program  is  the  U.S. -Mexico  Border 
Infrastructure  Conference  on  August  4-6,  1996,  which  I  will  co-host  with  Mexican 
Secretary  of  Commerce  and  Industrial  Development,  Herminio  Blanco,  in  San  Anto- 
nio, Texas.  This  conference  is  designed  to  stimulate  private  sector  investment  in 
border  infrastructure  projects  and  will  include  participation  from  key  U.S.  and 
Mexican  Cabinet  ministers,  border  Congressional  members,  state  and  local  govern- 
ment officials  from  the  border  states,  private  sector  financiers,  project  developers 
and  service  providers.  Leaders  from  the  Border  Environmental  Cooperation  Com- 
mission (BECC),  North  American  Development  Bank  (NADBank),  and  other  border 
development  organizations  will  also  participate. 

COORDINATION  OF  AGENCY  ACTIVITIES  ALONG  THE  BORDER 

Question.  How  is  the  Administration  handling  the  coordination  of  agency  activi- 
ties along  the  borders?  Who  is  most  directly  responsible  for  fostering  interagency  co- 
operation? 

Answer.  Border  activities  have  never  been  more  closely  coordinated  than  under 
the  Clinton  Administration.  The  Department  of  State  leads  the  interagency  coordi- 
nation process  through  monthly  meetings  on  both  Mexico  and  Canada  which  outline 
current  issues  and  agency  activities.  Although  these  interagency  meetings  address 
country- wide  issues,  border  issues  constitute  an  important  element  of  the  discus- 
sions. Through  these  and  other  interagency  meetings,  the  Department  of  Commerce 
has  played  a  key  advisory  role  in  such  agency  initiatives  as  EPA's  Border  XXI  pro- 
gram, Treasury's  NADBank  Community  Adjustment  Assistance  Fund,  Federal 
Highway  Administration's  U.S. -Mexico  Study  on  NAFTA  Border  Transportation  Is- 
sues, and  Department  of  State's  U.S.-Mexico  Binational  Committee  on  Bridges  and 
Border  Crossings. 

NEAR  AND  LONG  TERM  BENEFITS  OF  NAFTA  AND  GATT 

Question.  What  do  you  see  as  the  near-  and  long-term  benefits  from  the  North 
American  Free  Trade  Agreement  and  the  latest  round  of  GATT  from  the  point  of 
view  of  the  Department  of  Commerce? 

Answer.  Our  primary  objectives  in  both  NAFTA  and  GATT  are  to  lower  barriers 
overseas  to  U.S.  exports  of  goods  and  services  and  to  secure  known  rules  for  trade 
and  investment.  Exports  have  been  a  major  generator  of  job  growth  in  the  U.S. 
economy,  supporting  11  million  jobs. 

NAFTA 

Measured  by  its  first  year,  NAFTA  was  an  unqualified  success.  Two-way  trade  be- 
tween Mexico  grew  in  a  balanced  fashion,  with  both  imports  and  exports  up  about 
20  percent. 

However,  a  trade  agreement  should  not  only  be  measured  by  how  it  performs  in 
good  times,  but  bad  ones  as  well.  Despite  a  serious  economic  crisis  in  Mexico  in 

1995,  U.S.  exports  to  Mexico  were  down  less  than  10  percent  last  year.  However, 
they  were  almost  $5  billion  more  than  their  pre-NAFTA  level.  U.S.  exports  to  Mex- 
ico bottomed  out  in  the  second  quarter  of  1994  and  have  since  been  rising.  In  March 

1996,  they  had  almost  recovered  their  post-NAFTA  monthly  peak;  indeed,  first  quar- 
ter 1996  exports  were  more  than  $1  billion  larger  than  first  quarter  of  1994. 

We  would  expect  U.S.  exports  to  continue  to  grow  as  the  Mexican  economy  contin- 
ues to  recover  this  year. 

NAFTA  is  serving  as  a  safety  net  for  the  600,000  to  700,000  U.S.  jobs  supported 
by  exports  to  Mexico.  Had  Mexico  reacted  in  1995  as  it  did  in  1982  to  a  similar  peso 
devaluation,  when  Mexico  raised  import  duties  to  100  percent,  imposed  import  li- 
censes across  the  board,  and  nationalized  sectors  of  the  economy,  we  might  have 
seen  U.S.  exports  cut  in  half  and  take  six  years  to  recover,  with  related  job  losses 
for  U.S.  workers  producing  those  goods.  Instead,  with  NAFTA,  the  U.S.  export  de- 
cline was  much  more  limited  and  has  quickly  stabilized. 

Moreover,  with  NAFTA,  U.S.  goods  are  faring  far  better  in  the  Mexican  market 
than  the  foreign  competition.  The  U.S.  share  of  Mexico's  import  market  rose  to  near- 
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ly  75  percent  in  1995,  from  less  than  70  percent  before  NAFTA  (1993).  The  NAFTA 
is  providing  certainty  to  the  trade  environment,  since  despite  the  peso  crisis,  Mexico 
has  met  its  NAFTA  commitments,  such  as  phasing  out  its  tariff  rates  on  schedule. 

GATT 

The  Uruguay  Round,  which  resulted  in  the  broadest  trade  agreement  in  history, 
plays  to  our  strengths  as  the  world's  largest  trading  country,  exporter  and  most  pro- 
ductive economy.  In  brief,  the  Uruguay  Round  Agreements: 
— open  foreign  markets  to  U.S.  exports  in  some  of  our  most  competitive  industries; 
— cut  tariffs  worldwide  on  manufactured  products,  on  average,  by  over  one-third; 
— achieve  substantial  market  opening  by  broad  acceptance  of  the  zero-zero  initia- 
tives where  the  U.S.  and  other  key  countries  agreed  to  reciprocal  elimination 
of  duties  in  10  sectors  (construction,  agricultural  and  medical  equipment;  steel, 
beer;  brown  distilled  spirits;  pharmaceuticals;  paper,  pulp  and  printed  matter; 
furniture;  and  toys); 
— protect  the  intellectual  property  of  U.S.  entrepreneurs  in  industries  such  as 
pharmaceuticals,  entertainment  and  software  from  piracy  in  world  markets;  and 
— ensure  open  foreign  markets  for  U.S.  exporters  of  services  such  as  accounting, 

advertising,  computer  services,  tourism,  engineering  and  construction. 
The  results  of  the  first  year  are  impressive,  even  more  so  when  one  realizes  that 
most  of  the  tariff  concessions  are  being  implemented  in  stages,  generally  over  five 
years.  U.S.  exports  rose  by  14.4  percent  on  both  volume  and  value  bases  in  1995, 
an  increase  that  is  almost  7  times  greater  than  1995's  GDP  growth.  With  well  over 
$1.3  trillion  in  goods  trade  alone  in  1995  (exports  plus  imports),  the  United  States 
remains  the  world's  largest  trader. 

INTERAGENCY  COOPERATION  ALONG  THE  BORDER 

Question.  Could  you  provide  for  the  record  the  Administration's  most  recent  sta- 
tistics on  trade  between  Mexico  and  the  U.S.  and  Canada  and  the  U.S.,  and  its  pro- 
jections over  the  next  ten  years? 

Answer.  Data  for  calendar  year  1995  (attached)  show  the  total  U.S.  trade  deficit 
in  goods  and  services  with  the  NAFTA  countries  totaled  about  $32  billion  in  1995, 
almost  evenly  divided  between  Mexico  and  Canada.  Canada  remains  our  single  larg- 
est trading  partner  with  Mexico  ranked  third  behind  Japan. 

While  we  do  not  believe  you  can  make  credible  long-range  projections  of  bilateral 
trade  balances,  we  do  expect  that  the  U.S.  trade  deficit  with  the  NAFTA  countries 
overall,  and  with  Mexico  in  particular,  will  begin  to  decline  in  future  months.  Our 
exports  to  Mexico  have  begun  to  grow  again  and  we  expect  continued  sustained 
growth  in  exports  to  Canada. 

UNITED  STATES  TRADE  WITH  CANADA,  1993-1995 

[In  billions  of  dollars] 

Goods  Services  Total 

Exports: 

1993  

1994  

1995  

Imports: 

1993  

1994  

1995  1... 

Balance: 

1993  

1994  

1995  

Source:  Bureau  of  Economic  Analysis. 


101.2 

18.0 

119.1 

114.9 

17.5 

132.3 

127.6 

18.0 

145.6 

113.3 

10.9 

124.2 

131.1 

11.9 

143.0 

147.9 

13.0 

160.9 

-12.2 

7.1 

-5.1 

-16.2 

5.5 

-10.7 

-20.3 

5.0 

-15.3 

238 

UNITED  STATES  TRADE  WITH  MEXICO,  1993-1995 

[In  billions  of  dollars] 


Goods 

Services 

Total 

Exports: 

1993  

41.5 

8.6 

50.1 

1994  

50.7 

8.9 

59.7 

1995  

46.2 

'8.6 

1  54.8 

Imports: 

1993  

40.4 

8.5 

48.9 

1994  

50.1 

8.6 

58.6 

1995  

62.4 

'8.9 

'71.2 

Balance: 

1993  

1.1 

.1 

1.1 

1994  

.7 

.4 

1.0 

1995  

-16.2 

1  -.3 

'-16.5 

1  Partly  estimated. 

Questions  Submitted  by  Senator  James  M.  Jeffords 

ASSISTANCE  TO  SMALL  BUSINESS 

Question.  Vermont  has  about  $3  billion  a  year  in  foreign  exports  and  over  40  per- 
cent of  companies  in  the  state  are  engaged  in  some  degree  of  export  trade.  At  the 
same  time,  over  80  percent  of  our  companies  have  less  than  10  employees.  Much 
of  our  export  market  is  with  Canada,  but  with  the  support  of  Commerce's  Inter- 
national Trade  Office  in  Vermont  and  other  Vermont  organizations,  Vermont  is  in- 
creasing its  foreign  commerce. 

What  is  Commerce  doing  to  ensure  that  these  small  businesses  can  make  it  in 
the  highly  competitive  worldwide  economy  of  the  21st  century? 

Answer.  Small  business  requires  three  things  to  successfully  export:  information, 
trade  finance  and  market  access.  We  have  undertaken  several  initiatives  to  ensure 
that  the  Federal  Government  will  continue  to  deliver  these  services. 

Trade  Information. — We  have  already  begun  to  capitalize  on  the  Internet  as  an 
excellent  vehicle  for  transmitting  timely  trade  leads  and  market  information  to  com- 
panies of  all  sizes.  Two  years  ago  we  placed  the  National  Trade  Data  Bank  (NTDB), 
our  premier  source  of  vital  trade  information,  on  the  Internet.  By  doing  so,  we  sig- 
nificantly increased  the  convenience  of  this  resource,  while  also  making  it  consider- 
ably more  affordable.  We  have  also  developed  numerous  homepages  to  provide  trade 
information  on  specific  issues  and  programs.  These  homepages  will  soon  be  linked 
to  a  single  Trade  Promotion  Coordinating  Committee  (TPCC)  homepage  which  will 
serve  as  a  one-stop  shop  for  trade  information.  For  those  clients  who  do  not  have 
Internet  access,  we  have  developed  faxback  systems  that  provide  region  or  issue-spe- 
cific documents  by  fax.  To  simplify  this  process,  we  have  consolidated  all  of  the 
faxback  systems  within  the  International  Trade  Administration  into  a  single  system 
managed  by  the  Trade  Information  Center  (TIC).  Small  businesses  can  call  the  TIC 
toll  free  at  1-800-USA-TRADE.  While  the  Internet  and  telecommunications  sys- 
tems provide  important  information  in  a  timely  fashion,  many  small  businesses  re- 
quire more  hands-on  assistance  as  they  make  their  first  forays  into  international 
markets.  Our  domestic  network  of  U.S.  Export  Assistance  Centers  (USEAC's)  offers 
just  that. 

Trade  Finance. — In  January  of  1994,  we  opened  four  pilot  USEACS  to  bring  to- 
gether in  a  single  location  the  export  marketing  assistance  of  the  Department  of 
Commerce  and  the  trade  finance  services  provided  by  the  Small  Business  Adminis- 
tration and  the  Export-Import  Bank.  Since  opening  the  four  pilot  offices  in  Balti- 
more, Chicago,  Long  Beach  and  Miami,  we  have  opened  additional  interagency 
USEAC's  in  Atlanta,  Boston,  Cleveland,  Dallas,  Denver,  New  Orleans,  New  York, 
Philadelphia,  Seattle  and  St.  Louis.  We  plan  to  open  one  more  in  Detroit  and  hope 
to  announce  the  final  sites  needed  to  complete  the  network  in  the  coming  months. 
We  have  connected  our  smaller  District  EAC's  to  the  USEAC's,  and  opened  new  of- 
fices where  needed,  in  order  to  ensure  that  all  American  exporters,  especially  the 
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small  companies  that  make  up  the  overwhelming  bulk  of  our  clientele,  have  access 
to  these  combined  services. 

Market  Access. — With  134  offices  in  71  countries,  we  have  people  in  place  to  help 
American  companies  gain  market  access,  and  eventually  market  share,  in  those 
markets  that  receive  95  percent  of  U.S.  exports.  We  have  sought  to  improve  that 
access,  particularly  for  smaller  companies,  by  opening  Commercial  Centers  in  key 
markets,  including  Sao  Paulo,  Brazil  and  Jakarta,  Indonesia.  We  plan  to  open  our 
newest  Center  in  Shanghai,  China  this  summer.  These  offices  provide  all  of  the 
trade  counseling  services  of  our  other  posts  while  also  providing  office  space  and 
services,  exhibit  and  meeting  facilities.  For  small  companies  that  cannot  afford  to 
maintain  a  presence  overseas,  these  services  prove  invaluable. 

Question.  For  example  if  a  small  manufacturer  of  test  equipment  does  business 
in  markets  like  the  European  Community  it  has  to  comply  with  directives  to  certify 
the  equipment.  Testing  and  obtaining  certification  can  be  extremely  costly. 

What  assurances  are  you  making  to  protect  small  companies  from  the  burdens  of 
regulations  and  trade  barriers? 

Answer.  This  is  one  of  the  key  responsibilities  of  the  new  Trade  Compliance  Cen- 
ter we  are  creating  in  the  International  Economic  Policy  (IEP)  which  is  part  of  the 
International  Trade  Administration.  We  are  refocusing  lEP's  efforts  to  concentrate 
on  market  access  for  U.S.  firms — not  only  ensuring  that  trade  agreements  are  actu- 
ally being  lived  up  to  by  our  trading  partners,  but  also  making  sure  that  U.S.  com- 
panies know  of  their  rights  under  these  agreements  and  know  of  the  trade  opportu- 
nities these  agreements  create. 

We  expect  that  about  90  percent  of  the  companies  we  will  work  with  in  resolving 
market  access  problems  will  be  small  and  medium-sized  firms.  We  will  be  making 
a  special  effort  to  ensure  that  the  cost  of  complying  with  regulations  is  reduced  for 
them  as  much  as  possible.  For  example,  our  IEP  unit  has  been  leading  the  U.S.  ne- 
gotiations with  the  European  Union  to  obtain  "Mutual  Recognition  Agreements" 
(MRA's)  that  will  allow  U.S.  companies  to  sell  in  the  huge  European  Union  market 
based  on  the  fact  that  they  are  already  certified  to  sell  in  the  U.S.  market.  Success 
in  getting  the  Europeans  to  mutually  recognize  U.S.  tests  and  product  certifications 
can  eliminate  as  much  as  80  percent  of  the  cost  that  companies  must  now  go 
through  to  get  the  "CE"  mark  to  sell  in  Europe.  We  hope  to  have  the  first  MRA 
agreements  in  effect  this  year. 

Our  Trade  Compliance  Center  will  be  the  central  place  that  small  companies  can 
come  to  for  help  with  their  market  access  problems  and  the  location  at  which  they 
can  begin  getting  the  full  support  of  not  just  the  Commerce  Department,  but  other 
agencies  as  well,  in  helping  resolve  their  problems  at  the  lowest  cost. 

NATIONAL  INSTITUTE  OF  STANDARDS  AND  TECHNOLOGY 

Question.  During  this  time  of  tight  budgets,  what  is  Commerce  doing  to  ensure 
that  American  businesses  continue  to  receive  the  high  level  of  quality  and  service 
that  NIST  presently  provides? 

Answer.  Commerce  is  ensuring  that  American  businesses  continue  to  receive  the 
high  level  of  quality  and  services  that  NIST  presently  provides  by  working  with  the 
Administration  and  Congress  to  continue  to  strongly  support  all  four  of  the  NIST 
major  programs.  Over  the  last  three  years  these  programs  have  been  among  the  De- 
partment's highest  priorities.  The  Administration's  fiscal  year  1997  budget  request 
reflects  this  support: 
— $345  million  for  the  Advanced  Technology  Program.  The  funds  will  enable  the 
ATP  to  continue  support  for  all  current  ATP  projects  to  which  multiyear  fund- 
ing already  has  been  committed  and  will  allow  funding  of  one  general  competi- 
tion end  additional  focused  program  competitions  in  fiscal  year  1997.  The  re- 
quest will  restore  the  program  to  approximately  the  level  of  its  post-rescission 
fiscal  year  1995  appropriation.  Criteria  for  individual  projects  and  for  focused 
programs  make  it  very  clear  that  NIST  is  seeking  to  promote  industry's  ability 
to  make  technologically  challenging  efforts  that  will  have  broad  economic  bene- 
fits. For  example,  the  ATP  focused  program  in  Information  Infrastructure  for 
Healthcare  will  develop  technologies  to  allow  the  medical  community  to  reduce 
paperwork,  improve  the  quality  of  diagnosis  and  treatment,  and  bring  better 
medical  care  to  rural  areas.  Credible  studies  indicate  that  a  full  20  percent  of 
today's  $1  trillion  annual  healthcare  cost  is  related  to  information  processing — 
a  figure  that  innovative  technologies  in  this  area  could  lessen  by  billions  of  dol- 
lars. 
— $105  million  for  the  Manufacturing  Extension  Partnership  to  support  75  centers 
and  over  200  affiliate  organizations.  The  funds  will  be  directed  toward  complet- 
ing the  expansion  to  a  national  network  of  locally  operated  and  NIST  co-funded 
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extension  centers  providing  hands-on  technology  assistance  to  the  nation's 
381,000  smaller  manufacturers.  The  fiscal  year  1997  request  also  will  rollover 
to  NIST  appropriations  the  funding  for  15  centers  currently  supported  under 

f  rants  from  the  Technology  Reinvestment  Project. 
270.7  million  for  efforts  by  the  NIST  laboratories — planned  and  conducted  with 
U.S.  industry — to  develop  an  extensive  lineup  of  measurement  technologies.  The 
fiscal  year  1997  request  includes  an  increase  that  will  augment  NIST's  semi- 
conductor metrology  efforts.  Previous  NIST  research  to  advance  the  state  of  the 
art  in  semiconductor  metrology  has  produced  benefits  for  the  U.S.  economy  of 
two  to  five  times  more  than  the  cost  of  the  NIST  work.  The  measurement  tech- 
nology developed  with  this  initiative  is  needed  to  enable  U.S.  industry  to 
produce  domestically  the  smaller,  faster,  more  powerful,  less  expensive  semi- 
conductors needed  to  compete  in  a  global  market. 

— This  year,  the  STRS  appropriation  also  includes  $3  million  to  maintain  NIST's 
management  of  the  Malcolm  Baldrige  National  Quality  Award.  The  award  has 
produced  striking  results  in  improved  use  and  understanding  of  quality  con- 
cepts throughout  the  U.S.  business  community  with  a  very  small  Federal  in- 
vestment. 

— $105.2  million  for  critically  needed  construction  and  renovation  to  replace  lab- 
oratory space  that  is  becoming  scientifically  obsolete  at  NIST's  30  to  40  year 
old  facilities  in  both  Maryland  and  Colorado.  Full  implementation  of  NIST's  fa- 
cilities plan  will  bring  NIST's  most  critical  facilities  up  to  U.S.  industry's  meas- 
urement needs  through  the  year  2010  and  beyond.  The  fiscal  year  1997  funds 
requested  will  support  construction  of  the  first  phase  of  the  Advanced  Tech- 
nology Laboratory  in  Gaithersburg,  Md. 

ECONOMIC  DEVELOPMENT  ADMINISTRATION 

Question.  Recently,  many  of  my  state  officials  have  voiced  their  concerns  to  me 
over  EDA's  lack  of  resources,  whether  they  be  in  technical  assistance  or  direct 
grants,  to  Vermont's  economically-distressed  areas.  In  fact,  if  you  look  at  EDA's  in- 
volvement in  Vermont's  economic  development  over  the  past  ten  years  there  is  a  dis- 
turbing pattern  of  lower  assistance. 

I  am  troubled  by  these  reports  from  my  state  officials  and  would  like  to  hear  from 
you — what  are  your  plans  for  EDA  to  better  serve  all  economically-distressed  areas, 
both  rural  and  urban? 

Answer.  Rita  Potter,  the  Economic  Development  Representative  for  the  State  of 
Vermont,  has  been  working  with  staff  to  Senators  Jeffords  and  Leahy  to  set  up  a 
meeting  with  the  Economic  Development  District  and  the  local  communities.  The 
meeting  is  tentatively  scheduled  for  the  first  week  of  June  and  will  be  held  in  one 
of  the  six  Northern  Communities.  EDA  plans  to  extend  an  invitation  to  Congress- 
man Bernard  Sanders  to  also  participate  in  the  meeting.  Only  the  Northern  Coun- 
ties of  the  State  are  eligible  for  EDA  funding  because  per  capita  income  is  lower 
and  the  24-month  unemployment  rate  is  higher  than  the  national  averages  of 
$11,161  and  7.1  percent  respectively.  The  following  table  provides  the  per  capita  in- 
come levels  and  the  24-month  unemployment  rate  by  county  for  the  State  of  Ver- 
mont: 

1989  24  month- 
County 


Caledonia  

Essex  

Franklin  

Grand  Isle  

LaMoille 

Orleans 

BACKGROUND  OF  EDA  ACTIVITY  IN  VERMONT 

Long  Term  Impact 

From  1967  through  1987  EDA  approved  39  Title  I  Public  Works  grants  totaling 
approximately  $19  million  in  the  state.  These  projects  helped  to  create  successful 
municipal  industrial  parks  in  St.  Albans,  St.  Johnsbury,  Morrisville,  Springfield, 
Rutland,  Newport,  Lyndonville,  Georgia,  Bellows  Falls,  and  Cambridge.  The  parks 
have  provided  thousands  of  jobs  and  have  repaid  the  Federal  investment  through 


Per  capita 

Unemploy- 

income 

ment  rate 

11,425 

7.5 

9,854 

7.5 

11,678 

7.2 

13,940 

9.4 

12,519 

7.4 

10,458 

10.2 
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increased  assessments  and  taxes.  EDA  assisted  the  State  Department  of  Transpor- 
tation rehabilitate  two  separate  railroad  lines  in  1974  and  1982.  Many  other  com- 
munities benefited  from  new  or  expanded  water  and/or  sewer  facilities. 

EDA  projects  were  all  the  result  of  strong  local  and  regional  overall  Economic  De- 
velopment Planning  programs.  During  that  twenty-year  period  two  very  effective 
Economic  Development  Planning  Districts  existed  in  the  state.  Since  1987,  EDA  as- 
sistance under  Title  I  (Public  Works  and  Infrastructure  Development)  has  not  been 
available  due  to  the  relative  strength  of  the  state  economy.  The  economic  picture 
was  so  healthy  that  one  of  the  EDD's,  Southern  Vermont,  disbanded  due  to  lack  of 
commitment  to  economic  development  by  local  officials.  The  EDC  of  Southern  Ver- 
mont became  dormant  because  the  unemployment  rate  was  under  5  percent  which 
severely  narrowed  eligibility  for  EDA  assistance. 

A  summary  of  recent  assistance  provided  to  the  State  of  Vermont  follows: 

ECONOMIC  DEVELOPMENT  ADMINISTRATION 

[Dollars  in  thousands] 

Year  Program  Applicant/project  description  obligation  Amount 

1992  Tech.  Asst  EDC  of  No.  VT/Apparel  Ind.  Strategy  $25 

Tech.  Asst  Rutland  Redev.  Auth./Bus.  Imp.  Prgm  25 

Planning EDC  of  No.  VT/Plan.  Cont.  Grant  60 

Planning So.  VT.  Dev.  Council/Plan.  Cont.  Grant  56 

1993  Planning EDC  of  No.  VT/Plan.  Cont.  Grant  59 

1994  Public  Wks  Orleans  Village/Sewer  System  Improve 796 

Public  Wks Town  of  Lyndon/Sewer  System  Improve  1,262 

Tech.  Asst  Town  of  Middlebury/Feasibility  Study  25 

Planning EDC  of  Northern  VT/Pianning  Cont.  Grant 59 

1995  Tech.  Asst  Lake  Champlain  Reg.  COC/Local  TA  Grant  25 

Planning EDC  of  Northern  VT/Planning  Cont.  Grant 59 

1996  Planning EDC  of  Northern  VT/Planning  Cont.  Grant 13 

Total 2,464 

Specific  Successes 

Grantee:  Bellows  Falls  Area  Development  Corporation 

EDA$:  420,000 

Prj  No.:  01-01-02839 

Approved:  3/2/87 

The  project  provided  sanitary  sewer  facilities  to  the  Rockingham  Industrial  Park. 
By  eliminating  the  septic  systems,  the  land  available  to  develop  doubled  as  well  as 
it  became  more  attractive  to  prospective  companies.  Presently,  there  are  two  firms 
on  site  employing  65  people,  an  expectation  to  close  on  two  lots  soon  (two  firms,  25 
jobs),  and  interest  by  one  company  in  the  remaining  four  lots  (60  jobs). 

Grantee:  Town  of  Bennington 

EDA$:  $219,000 

Prj  No.:  01-01-02577 

Approved:  9/10/84 

Construction  of  water  and  sewer  lines,  and  all  necessary  appurtenances,  at  the 
Van  Nostrand  industrial  site.  The  project  improved  a  ten  acre  site  sold  to  the  Unit- 
ed McGill  Corp.  for  expansion  of  their  industrial  facilities.  There  were  only  five 
acres  of  industrially  zoned,  municipally  serviced  land  available  in  the  Town.  The 
project  also  served  to  stabilize  Morse  Block,  Inc.,  which  could  have  closed  down  and 
eliminated  12  jobs  because  of  the  unsuitable  sewer  treatment  at  that  time. 

Current  Proposals  and  Outlook 

In  fiscal  year  1996,  EDA  has  invited  and  plans  to  complete  processing  on  a  $1.1 
million  application  by  St.  Johnsbury  to  make  improvements  essential  for  downtown 
revitalization.  The  funds  are  important  for  the  continued  health  of  the  community 
business  district  and  to  help  lead  future  growth  into  the  core  area  where  basic  infra- 
structure exists.  EDR  Potter  is  working  with  the  Town  of  Stowe  on  an  infrastruc- 
ture improvement  proposal  to  impact  the  tourist  area.  The  proposal  will  then  be  de- 
veloped into  a  project  for  possible  funding  during  fiscal  year  1997. 

Fiscal  year  1996  funding  levels  for  salaries  and  expenses  were  reduced  by  more 
than  30  percent  from  fiscal  year  1995  necessitating  a  national  reduction-in-force  of 
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48  EDA  positions  effective  July  20,  1996.  EDA  staffing  reductions  this  year  make 
it  proportionately  the  hardest-hit  agency  at  the  Commerce  Department.  EDA  is 
pleased  to  report  that  EDR  Rita  Potter  has  not  been  affected  by  the  reduction-in- 
force. 

The  EDA  mission  of  providing  assistance  to  the  Nation's  distressed  communities 
continues,  although  the  Agency  is  assessing  its  workload  relative  to  its  resources  in 
order  to  live  within  its  funding  levels.  Regional  Directors  have  been  asked  to  de- 
velop plans  for  serving  states  affected  by  staffing  reductions  and  provide  a  report 
to  the  Assistant  Secretary  by  July  1996. 

ZEBRA  MUSSEL  RESEARCH 

Question.  The  President's  budget  did  not  fund  Zebra  Mussel  research.  Can  you 
outline  what  the  Commerce  Department  proposes  to  do  to  get  rid  of  this  alien  spe- 
cies from  our  waterways,  lakes  and  streams? 

Do  you  have  any  plans  to  change  the  focus  of  this  research  to  take  into  account 
the  need  to  eliminate  zebra  mussels  from  our  lakes  and  streams? 

Answer.  In  response  to  the  zebra  mussel  invasion,  NOAA's  National  Sea  Grant 
College  Program  has  developed  a  national  program  of  research  and  outreach  empha- 
sizing prevention  and  control.  Activities  are  focused  on  three  aspects  of  the  zebra 
mussel  problem:  (.1)  what  are  the  actual  impacts  on  affected  ecosystems?;  (2)  how 
can  existing  populations  be  controlled?;  and  (3)  how  can  further  spread  be  pre- 
vented? 

Sea  Grant  researchers  have  found  ecological  impacts  that  are  complex  and  often 
difficult  to  predict,  including:  major  detrimental  impacts  on  recreational  fisheries; 
increase  in  water  clarity  that  has  promoted  nuisance  growth  of  aquatic  weeds  in 
some  locations;  elimination  of  native  clam  populations  from  western  Lake  Erie  and 
some  other  areas;  and  possibly  higher  concentrations  of  contaminants  in  fish  (with 
potential  impact  on  human  health)  since  zebra  mussels  accumulate  contaminants  at 
much  higher  concentrations  than  native  clams.  While  complete  elimination  of  exist- 
ing zebra  mussel  populations  is  not  likely,  control  methods  may  result  in  a  substan- 
tial reduction  of  their  numbers.  Sea  Grant  has  investigated  chemical,  biological,  and 
mechanical  control  methods  and  has  developed  basic  cost/benefit  analyses  with 
which  to  evaluate  proposed  control  strategies.  Zebra  mussels  are  continuing  to 
spread,  but  it  is  possible  to  delay  the  spread  through  public  education  and  outreach 
to  empower  states  and  industries  to  deal  with  the  problem  as  it  occurs  through  tech- 
nology transfer  and  education. 

The  Administration's  decision  not  to  include  funding  specified  for  its  zebra  mussel 
program  in  the  fiscal  year  1997  budget  request  is  based  on  the  assessment  that  a 
sufficient  level  of  research  will  be  maintained  within  the  base  funding  for  Oceanic 
and  Atmospheric  Research.  Both  the  Great  Lakes  Environmental  Research  Labora- 
tory and  the  National  Sea  Grant  College  Program  have  been  involved  in  this  effort 
and  will  continue  their  involvement  in  fiscal  year  1997  since  many  of  the  multi-year 
projects  initiated  in  fiscal  year  1995  and  fiscal  year  1996  will  continue  to  be  sup- 
ported in  fiscal  year  1997.  In  addition,  Sea  Grant  expects  that  a  significant  number 
of  new  projects  will  be  initiated  through  peer  review  from  within  the  base  program 
in  fiscal  year  1997.  Many  of  the  Sea  Grant  outreach  activities  had  high  initial  costs 
for  preparation  of  publications  and  other  educational  materials,  but  ongoing  costs 
are  lower  and  are  also  being  subsumed  within  the  base  program. 

Questions  Submitted  by  Senator  Ernest  F.  Hollings 
secretary's  commerce  goals 

Question.  As  the  new  Secretary  of  Commerce,  what  are  your  goals  and  objectives 
for  the  Department? 

Answer.  President  Clinton,  in  his  State  of  the  Union  address,  said,  "Now,  we 
move  to  an  age  of  technology,  information,  and  global  competition."  The  Commerce 
Department  has  a  key  role  to  play  in  addressing  technology,  information,  and  global 
competition.  Our  primary  mission  is  to  ensure  economic  opportunity  and  a  higher 
standard  of  living  for  all  Americans.  Therefore,  our  goals  and  objectives  are  struc- 
tured to  accomplish  this  mission.  The  sum  of  all  Commerce  Department  programs 
and  initiatives  is  simply  this:  new  jobs,  higher  wages,  and  a  growing  standard  of 
living  for  America's  working  men  and  women,  and  a  stronger  America,  competing 
and  winning  in  the  21st  Century. 

I  believe  we  can  do  more  to  make  our  Department  more  efficient  and  work  better 
in  attaining  our  goals.  For  example,  we  are  reviewing  our  regulations  to  eliminate 
obsolete  provisions.  So  far,  we  have  determined  that  we  can  delete  60  percent  of 
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EDA's  regulations  and  45  percent  of  NOAA's  to  make  Government  easier  to  work 
with. 

The  Commerce  Department  should  promote  and  expedite  American  exports,  work 
with  the  private  sector  to  foster  economic  growth,  technology,  and  innovation;  help 
manage  America's  vital  resources  such  as  fisheries;  provide  the  information  infra-^ 
structure — good  census  and  data  analyses — that  helps  businesses  take  advantage  of 
new  ventures  and  investments;  and  promote  minority  entrepreneurship  to  encour- 
age development  in  every  community  of  our  nation. 

Question.  Do  you  have  any  plans  to  reorganize  or  restructure  the  Department? 

Answer.  I  believe  we  can  contribute  to  accomplishing  the  President's  ambitious 
agenda  through  a  leaner  Commerce  Department.  The  Commerce  Department  has 
cut  almost  4,000  jobs  during  the  period  of  1991-1996.  We  intend  to  reduce  political 
appointees  and  the  ratio  of  political-to-career  staff,  continue  to  downsize  the  career 
workforce  while  meeting  mission  requirements,  with  reduced  management  layers 
and  with  more  workers  in  the  field  providing  services  directly  to  the  workers  and 
businesses  that  need  them.  EDA  will  achieve  a  $12  million  savings  resulting  from 
streamlining  service  delivery  operations  during  fiscal  year  1996  and  through  admin- 
istrative restructuring. 

In  addition,  we  anticipate  that  over  $2  billion  can  be  saved  over  the  next  decade 
through  elimination  of  the  U.S.  Travel  and  Tourism  Administration,  joint  projects 
with  the  Department  of  Defense  and  NASA  to  conduct  polar  satellite  programs,  re- 
engineering  the  2000  Census,  and  elimination  of  the  NOAA  Commissioned  Corps. 
Further  savings  will  be  accrued  through  establishment  of  the  four  proposed  pilots 
under  the  Commerce  Performance  Based  Organizations  (CPBO)  which  are  estimated 
to  generate  a  savings  of  $10  million.  PTO,  a  fee-funded  organization,  will  be  trans- 
formed into  a  wholly-owned,  performanced  based  organization.  NTIS,  another  Com- 
merce program,  is  currently  self-funded  through  sales  of  government-created  infor- 
mation products  to  the  public. 

This  streamlined  Department  is  already  in  the  making:  Commerce  staff  has  been 
reduced  by  7.4  percent  over  the  last  29  months;  by  the  end  of  the  calendar  year, 
we  will  reduce  our  employment  by  an  additional  5  percent,  for  a  12  percent  staff 
reduction  within  three  years;  management  layers  in  the  Department  will  be  cut;  one 
example  is  trimming  the  Import  Administration's  five  layers  of  management  to 
three;  and  increase  staff  members  working  in  the  field  instead  of  at  headquarters, 
providing  easier  access  and  more  efficient  service. 

COMMERCE  DEPARTMENT  DISESTABLISHMENT  LEGISLATION 

Question.  You  have  no  doubt  by  now  had  a  chance  to  review  the  Commerce  Dis- 
establishment legislation  that  passed  the  House  last  year.  According  to  the  press, 
Congressman  Chrysler  and  others  intend  to  move  that  legislation  again  this  year. 
As  crazy  as  this  idea  seems,  the  fact  is  that  we  may  have  to  debate  it  in  the  Senate 
this  session. 

So,  would  you  please  provide  us  with  your  views  of  this  legislation? 
Answer.  The  Administration's  position  on  this  legislation  has  not  changed  at  all: 
the  Commerce  Department  plays  a  pivotal  role  in  the  Administration's  program  to 
foster  economic  growth  and  we  will  adamantly  oppose  any  attempt  to  dismantle  it. 
While  the  debate  over  the  bill  made  evident  its  numerous  shortcomings,  some  of  the 
most  egregious  flaws  are  as  follows: 
— The  basic  premise  of  this  legislation,  that  a  Commerce  Department  is  not  need- 
ed to  provide  a  commercial  perspective  to  a  variety  of  trade,  technology,  envi- 
ronmental stewardship,  and  economic  development  matters,  is  plainly  wrong. 
— In  today's  global  economy,  we — no  less  than  all  of  our  major  trading  partners — 
need  a  Commerce  Department  to  ensure  that  the  business  point-of-view  is 
brought  to  the  entire  range  of  matters  important  to  U.S.  industry.  We  need  a 
Commerce  Department  to  promote  our  exports  and  open  markets,  and  to  protect 
America's  intellectual  property  and  support  technological  innovation  to  ensure 
that  we  have  competitive  products  to  sell  in  those  markets.  We  believe  that  all 
Commerce  programs  work  harmoniously  towards  the  common  goal  of  enhancing 
U.S.  competitiveness,  both  at  home  and  abroad. 

Consolidation  of  these  functions  at  the  Commerce  Department  increases  the 
effectiveness  with  which  the  Government  can  deal  with  these  issues  by  bringing 
them  to  the  attention  of  the  one  Cabinet  Secretary  solely  responsible  for  rep- 
resenting Commerce  in  Cabinet  deliberations.  At  a  time  when  we  need  to  main- 
tain a  sharp  focus  on  economic  competitiveness  issues,  it  does  not  make  sense 
to  eliminate  the  business  seat  at  the  Cabinet  table. 
— Moreover,  the  legislation  will  not  even  save  money  because  of  unavoidable  costs 
associated  with  dismantling  and  agreed-upon  scheduled  program  increases.  In- 
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stead,  by  eliminating  numerous  Commerce  technology,  telecommunications  and 
environmental  programs  and  truncating  others,  it  will  jeopardize  critical  invest- 
ments in  the  Nation's  future.  Such  draconian  changes  will  lead  to  a  less  com- 
petitive economy  that  produces  fewer  jobs  and  generates  less  revenue. 

— In  fact,  the  legislation  is  nothing  more  than  "box  shuffling"  that  continues  many 
Commerce  functions,  but  simply  "de-consolidates"  them  by  placing  them  at  dif- 
ferent locations  and  funding  them  at  lower  levels.  Creating  new  agencies  for  the 
transplanted  Commerce  trade  functions  and  for  some  of  its  patent,  technology, 
and  environmental  functions  could  actually  increase  costs  (for  example,  by  re- 
quiring the  new  agencies  to  assume  responsibility  for  services  currently  pro- 
vided on  a  centralized  basis  by  the  Department,  thereby,  losing  the  economies 
of  scale).  Moreover,  existing  agencies  receiving  Commerce  functions  have  op- 
posed the  relocations  as  a  poor  fit  with  their  own  agency  missions. 

— The  contention  of  some  supporters  of  dismantlement  that  Commerce  programs 
are  a  form  of  "corporate  welfare"  is  unsound.  Aggressive  export  promotion  ef- 
forts in  support  of  American  businesses  overseas  is  essential  in  an  era  of  global 
competition — failure  to  provide  such  support  will  cost  jobs  at  home  in  light  of 
the  activities  of  other  governments.  Commerce's  technology  programs  are  equal- 
ly important  as  we  need  to  ensure  that  Government  does  its  part  to  promote 
innovation  across  a  broad  spectrum  of  industries  so  that  American  business 
maintains  its  technological  leadership  in  the  world  economy.  Programs  like  the 
Advance  Technology  Program  help  stimulate  the  high  risk,  high  payoff  research 
and  development  that  a  company  could  not  undertake  as  effectively — or  at  all — 
without  government  partnering. 

— Finally,  the  legislation  ignores  the  fact  that  the  Administration  and  the  Depart- 
ment of  Commerce  are  well  on  the  road  to  real,  substantive  government  re- 
invention that  lowers  the  cost  of  government  by  making  significant  cuts  in  per- 
sonnel (a  reduction  of  7.4  percent  since  January  1994,  with  a  total  reduction 
of  12  percent  expected  by  the  end  of  the  calendar  year)  and  regulatory  burden 
(for  example,  62  percent  of  EDA  regulations  eliminated  and  20  percent  of  NOAA 
regulations  already  eliminated  or  streamlined  with  an  addition  25  percent  re- 
duction proposed). 

TRADE  COMPLIANCE  CENTER 

Question.  I  understand  that  you  and  Stu  Eizenstat  are  creating  a  new  trade  com- 
pliance office  to  bolster  our  trade  enforcement  efforts.  Could  you  discuss  this  office, 
its  size,  mission,  and  scope? 

Answer.  As  the  U.S.  Trade  Representative,  it  was  of  great  concern  to  me  that 
while  we  had  negotiated  a  large  number  of  excellent  trade  agreements  giving  us 
more  market  access,  we  lacked  a  mechanism  to  follow  up  on  these  agreements  once 
we  have  negotiated  them.  In  other  words,  we  do  not  know  with  certainty  which 
agreements  our  trading  partners  are  adhering  to,  and  which  they  are  not.  For  this 
reason,  I  created  USTR's  enforcement  unit  to  see  that  we  get  the  benefits  we  nego- 
tiated. 

An  absolute  prerequisite  for  enforcement,  however,  is  analysis  and  monitoring  to 
determine  the  extent  to  which  agreements  are  being  complied  with,  and  that  is  the 
task  the  Commerce  Department  must  accomplish.  This  is  the  reason  we  are  estab- 
lishing a  Trade  Compliance  Center.  This  Center  will  work  hand-in-glove  with 
USTR's  enforcement  center,  generating  the  agreements'  database,  the  compliance 
analysis,  and  the  quantitative  monitoring  needed.  The  task  of  our  new  Trade  Com- 
pliance Center  will  be  to  ensure  a  comprehensive  and  systematic  job  is  done,  for  the 
first  time,  to  analyze  and  monitor  foreign  compliance  with  the  agreements  we  have 
negotiated.  We  need  implementation  in  fact,  not  merely  on  paper.  We  are  working 
closely  with  USTR  in  ensuring  the  best  possible  fit  to  the  needs  of  USTR's  enforce- 
ment center  as  we  complete  our  own  plans. 

We  are  placing  this  new  Trade  Compliance  Center  in  the  country  policy  part  of 
the  International  Trade  Administration — now  called  International  Economic  Policy 
(IEP) — for  the  task  of  determining  compliance  is  a  country-oriented  one.  Even  for 
multilateral  agreements  such  as  WTO  codes  and  agreements,  what  the  job  comes 
down  to  is  determining  whether  or  not  individual  governments  have  actually  imple- 
mented agreements  and  are  in  fact  providing  U.S.  companies  with  the  market  ac- 
cess to  which  they  are  entitled. 

Our  new  Trade  Compliance  Center  will  be  headed  by  a  Deputy  Assistant  Sec- 
retary for  Agreements  Compliance,  and  will  compile,  analyze,  and  use  a  comprehen- 
sive database  of  trade  and  other  relevant  agreements  to  ensure  full  foreign  compli- 
ance and  full  benefits  to  U.S.  companies.  This  database  of  course  will  be  made  fully 
available  to  the  Congress.  The  Trade  Compliance  Center  will  be  the  minimal  size 
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necessary  to  do  the  job.  To  avoid  redundancy  and  make  maximum  use  of  ITA's  sec- 
toral as  well  as  geographic  strengths,  we  will  make  full  use  of  existing  monitoring 
activities  in  ITA.  We  are,  in  fact,  going  to  propose  to  Congress  that  IEP  be  renamed 
to  reflect  its  market  access  orientation  and  our  country  desk  officers  will  concentrate 
on  being  "compliance  and  market  access  officers."  We  are  not  seeking  any  new  re- 
sources for  the  Trade  Compliance  Center,  and  will  begin  the  Center  fully  within  the 
funding  that  we  have  remaining  in  fiscal  year  1996  and  that  the  Administration  has 
requested  for  fiscal  year  1997.  It  is  essential,  though,  that  the  full  amount  requested 
for  IEP  be  fully  appropriated  by  the  Congress  so  we  can  get  the  Compliance  Center 
and  our  market  access  efforts  running  at  full  speed. 

TRADE  COMPLIANCE  CENTER  AND  THE  AD/CVD  LAW 

Question.  What  will  this  office's  mission  be  vis-a-vis  other  parts  of  ITA,  such  as 
the  Import  Administration  which  is  tasked  with  Anti-dumping/Countervailing  Duty 
cases? 

Answer.  The  Trade  Compliance  Center  is  being  carefully  designed  to  add  to  and 
enhance  our  enforcement  capabilities  by  concentrating  on  those  agreements  that 
have  not  been  monitored  systematically  in  the  past.  It  expressly  will  have  no  role 
whatsoever  in  Anti-Dumping/Countervailing  Duty  cases.  To  begin  with,  the  Import 
Administration  has  a  role  carefully  defined  in  law  when  it  comes  to  AD/CVD  cases, 
and  it  would  not  be  appropriate  to  have  a  role  here  for  the  Trade  Compliance  Cen- 
ter. Additionally,  the  Import  Administration  is  working  effectively  in  enforcing  our 
antidumping  and  countervailing  duty  laws.  Recently,  it  has  implemented  a  restruc- 
turing plan  which  will  reduce  management  layers  and  speed  decision-making.  The 
plan  ensures  that  the  same  operating  unit  will  oversee  a  case  from  beginning  to 
end,  which  will  guarantee  continuity  and  help  prevent  circumvention. 

With  respect  to  other  parts  of  ITA,  the  new  Compliance  Center  will  utilize  exist- 
ing country  and  sectoral  expertise.  The  extent  to  which  the  Compliance  Center  will 
work  with  individual  parts  of  ITA  will  depend  upon  the  degree  to  which  compliance 
is  not  already  being  monitored.  ITA's  Office  of  Textiles  and  Apparel,  for  example, 
has  a  well-defined  role  in  monitoring  and  enforcing  the  aspects  of  our  textile  pro- 
gram; and  a  role  for  the  Compliance  Center  is  not  needed.  Other  agreements,  in- 
cluding semiconductor,  construction,  auto  and  other  sectors  with  Japan,  agreements 
with  Korea,  the  European  Union,  all  the  multitude  of  GATT  and  WTO  agreements, 
are  being  monitored  to  varying  degrees.  A  few  are  being  monitored  regularly  and 
carefully.  Most,  however,  are  not. 

American  companies  are  not  getting  the  full  benefits  of  the  agreements  that  have 
been  negotiated,  and  the  Trade  Compliance  Center  will  have  a  major  job  in  terms 
of  ensuring  that  each  agreement  is  being  monitored  systematically  and  thoroughly 
by  the  industry  sector  and/or  country  experts  in  the  International  Trade  Adminis- 
tration. Moreover,  we  believe  that  in  the  course  of  refocusing  our  country  efforts  at 
seeking  maximum  market  access,  we  will  find  many  instances  in  which  U.S.  compa- 
nies are  not  being  afforded  the  full  market  access  that  they  should  have  and  that 
theoretical  market  access  is  being  denied  in  fact.  As  compliance  difficulties  are  idem 
tified,  the  Trade  Compliance  Center  will  work  closely  with  USTR's  enforcement  staff 
to  ensure  that  the  market  access  we  had  negotiated  will,  in  fact — not  just  on 
paper — be  available  to  American  companies. 


Question.  Mr.  Secretary,  I  support  your  efforts  to  focus  on  trade  compliance  at 
ITA.  But  as  I  see  it,  there  is  one  major  obstacle  standing  in  the  way  of  your  efforts 
to  enhance  trade  enforcement — the  International  Trade  Commission  (ITC).  The  ITC 
Chairman  has  publicly  supported  the  evisceration  of  the  antidumping  laws.  The 
Commission  itself  is  rife  with  turmoil. 

In  this  era  of  reinventing  government,  why  not  eliminate  the  International  Trade 
Commission,  save  the  taxpayers  $40  million  and  enforce  our  trade  laws? 

Answer.  Under  current  law,  unfair  trade  cases  require  a  dumping  or  subsidy  de- 
termination by  Commerce  and  an  injury  determination  by  the  ITC.  Accordingly,  the 
expertise  that  is  required  to  evaluate  injury  is  a  very  important  element  of  trade 
law.  As  we  work  on  strengthening  enforcement  as  Commerce  and  USTR,  it  makes 
sense  to  review  the  role  of  the  ITC  as  well. 


Question.  Again,  I  applaud  your  efforts  to  increase  compliance  and  enforcement, 
yet  how  do  you  increase  trade  compliance  and  enforce  agreements  and  comply  with 
the  WTO? 
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Answer.  The  United  States  has  hundreds  of  agreements— including  WTO  multi- 
lateral agreements,  regional  agreements  such  as  NAFTA,  and  bilateral  agreements 
with  individual  countries.  When  it  is  considered  that  each  WTO  agreement  must  be 
implemented  by  well  over  100  countries,  it  is  clear  that  the  job  of  monitoring  and 
ensuring  compliance  is  a  big  one  indeed.  To  date,  we  have  not  had  the  information 
or  analysis  needed  to  ensure  that  countries  have  actually  implemented  their  WTO 
agreements  and  obligations.  The  task  of  our  new  Trade  Compliance  Center  will  be 
to  ensure  a  comprehensive  and  systematic  job  is  done,  for  the  first  time,  to  analyze 
and  monitor  foreign  compliance  with  the  agreements  we  have  negotiated. 

Where  we  believe  that  a  U.S.  right  under  the  WTO  is  being  denied,  we  will  work 
with  USTR's  enforcement  office  to  seek  recourse  from  the  WTO  dispute  settlement 
mechanism  in  conjunction  with  U.S.  trade  law.  However,  where  there  are  no  multi- 
lateral rules,  we  will  continue  to  use  bilateral  venues  to  resolve  enforcement  issues. 

Question.  Hasn't  our  ability  to  take  unilateral  measures  been  compromised? 

Answer.  No.  The  Uruguay  Round  Agreements  do  not  impair  the  effective  enforce- 
ment of  U  S.  laws;  impede  U.S.  action  against  foreign  acts,  policies  or  practices  fall- 
ing outside  the  scope  of  the  WTO;  limit  the  ability  of  the  United  States  to  set  its 
own  environmental  and  health  standards  and  to  pass  its  own  laws;  or  erode  the  sov- 
ereignty of  the  United  States  to  enact  and  enforce  its  laws. 

We  will  continue  to  use  every  tool  at  our  disposal — multilaterally  where  possible, 
and  bilaterally  where  necessary— to  ensure  that  trade  agreements  are  enforced.  This 
includes  resort,  where  appropriate  and  necessary  to  Section,  Super  and  Special  301 
and  Title  VII  and  other  U.S.  trade  remedies.  U.S.  law  provides  that  multilateral 
rules  be  used  to  resolve  disputes  where  such  rules  exist  and  the  U.S.  will  vigorously 
pursue  its  rights  under  such  agreed  procedures.  However,  where  there  are  no  multi- 
lateral rules,  the  U.S.  will  continue  to  use  bilateral  venues  to  resolve  disputes. 

ENFORCEMENT 

Question.  What  is  the  administration's  position  on  short  supply  in  antidumping 

C3SCS: 

Answer.  The  Administration  continues  to  oppose  short  supply  legislative  propos- 
als. Such  a  short  supply  provision  would  undermine  the  effectiveness  of  the  law  and 
is  unnecessary.  Existing  procedures  have  been  sufficient  to  address  legitimate  sup- 
ply situations. 

A  fundamental  flaw  in  the  short  supply  proposals  is  that  they  would  reward 
dumping.  A  foreign  firm  could  create  short  supply  using  dumping  to  drive  out  U.S. 
competitors  and  then  benefit  from  the  short  supply  provision. 

A  short  supply  provision  would  significantly  increase  the  role  of  government  in 
areas  of  business  judgement  by  creating  a  new  regulator  proceeding  giving  govern- 
ment the  authority  to  decide  what  prices,  specifications,  and  quantities  constitute 
"short  supply."  •  . 

Because  of  the  fact-intensive  and  subjective  nature  of  the  short  supply  issue,  a 
short  supply  provision  would  be  an  administrative  nightmare.  Such  a  provision 
would  also  significantly  increase  litigation  and  politicize  trade  cases. 

The  prospect  that  the  payment  of  duties  could  be  suspended  and  that  unfair  trade 
imports  could  continue  would  deter  new  investment  by  the  injured  U.S.  industry 
thereby,  retarding  the  recovery  of  the  U.S.  industry  and  undermining  the  effective- 
ness of  the  law. 

Existing  authority  is  adequate  to  address  legitimate  short-supply  concerns.  Clan 
fications  of  investigations  in  their  early  stages  avoid  later  supply  problems.  Narrow- 
ing of  existing  orders  through  changed  circumstances  proceeding  has  resulted  in  ex- 
clusion of  products  not  made  in  the  United  States.  These  actions  are  taken  in  direcl 
response  to  supply  concerns  of  industrial  users  and  generally  in  consultation  with 
the  petitioning  industry. 

MINORITY  BUSINESS  DEVELOPMENT 

Question.  Mr.  Secretary,  back  in  1970,  those  left  wingers  Maurice  Stans  and  Rich 
ard  Nixon  established  the  Minority  Business  Development  Agency  (MBDA)  to  em- 
power individuals  in  minority  communities  by  helping  them  start  and  expand  busi 

HGSSGS 

In  South  Carolina  where  we  have  30  percent  African  Americans,  MBDA  has  start 
ed  to  make  a  real  contribution— especially  in  rural  areas  which  are  ignored  by  mosi 
government  programs.  But,  the  general  view  is  that  the  agency  has  been  less  thar 
successful  overall.  And,  we  all  agree  that  there  is  a  tremendous  need  for  assistant 
out  there. 
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The  recently  passed  Omnibus  Appropriations  bill  cut  MBDA  by  over  25  percent. 
Of  course,  that's  not  that  bad  since  Phil  Gramm  proposed  a  100  percent  cut.  Thanks 
to  Mark  Hatfield  you  still  have  a  program. 

Could  you  tell  us  about  any  plans  you  have  to  change  the  way  MBDA  does  busi- 
ness? 

Answer.  The  budget  reduction  has  caused  the  Minority  Business  Development 
Agency  (MBDA)  to  change  the  way  of  delivering  services  to  the  minority  business 
community.  While  the  Agency  will  not  abandon  its  services  to  start-up  companies, 
we  do  plan  to  develop  programs  that  make  our  services  more  relevant  to  the  mid- 
size American  minority-owned  company.  The  most  recent  census  figures  indicate 
that  minority  business  start-up  rates  continue  to  increase;  however,  the  develop- 
ment of  start-up  companies  to  healthy  small  and  medium-sized  businesses  continues 
to  be  problem.  This  challenge  has  directed  the  MBDA  to  shift  some  resources  to  en- 
hance existing  and  developing  new  strategies  to  better  serve  the  "ready-to-grow" 
business.  "Ready-to-grow"  companies  are  those  companies  which  are  in  a  position 
to  diversify  their  products  and/or  markets.  If  successful,  these  companies  are  placed 
in  a  position  to  employ  an  increased  number  of  persons  with  the  new  business  gar- 
nered through  their  growth. 

This  past  fiscal  year's  budget  cuts  made  it  apparent  that  MBDA  had  to  transition 
its  local  program  delivery  in  a  manner  that  complemented  and  enhanced  existing 
local  initiatives  for  minority  business  development.  The  Agency  has  developed  a 
two-prong  strategy  in  response  to  these  concerns:  (1)  the  development  and  strength- 
ening of  broad-based  national  programs;  and,  (2)  development  of  locally- tailored 
service  delivery  vehicles  to  address  the  needs  of  specific  geographic  markets. 

National  Programs 

This  set  of  programs  is  geared  toward  providing  increased  access  to  industry  sec- 
tors and  resources  where  minority  businesses  are  traditionally  underrepresented  or 
underserved.  The  general  priority  areas  identified  by  the  Agency  for  continued  de- 
velopment are:  Capital  Access  and  Formation;  International  Trade;  Minority  Busi- 
ness Advocacy;  and  Rural  Initiatives. 

Other  priority  initiatives  that  the  Agency  is  developing  are  in  the  areas  of:  Con- 
struction; Franchising;  Internet  Delivery  Systems;  and  Technology  Utilization. 

These  national  initiatives  serve  to  supplement  the  services  provided  through  our 
centers  nationwide. 

Locally -Tailored  Service  Delivery  Vehicles 

In  collaboration  with  the  Department's  Office  of  Executive  Assistance  Manage- 
ment, the  Agency  began  in  early  1995  to  develop  a  draft  program  announcement 
which  provides  a  menu  of  program  services  which  can  be  specifically  tailored  to  ad- 
dress the  needs  of  individual  markets.  The  MBDA  menu  has  four  service  delivery 
mechanisms:  (1)  National  Business  Development  Support  Projects;  (2)  Local  Minor- 
ity Business  Opportunity  Committees  (3)  Local  Business  Development  Centers;  and 
(4)  Community  Based  Enhanced  Services  (CBES).  This  menu  of  selected  services, 
which  will  be  delivered  individually  or  in  combination  based  on  the  profile  of  the 
local  service  area,  will  offer  more  efficient  and  effective  business  development  assist- 
ance. 

The  shift  in  resources  to  include  mid-size  companies  comes  at  a  time  when  many 
localities  are  also  providing  services  to  start-up  companies.  Instead  of  replicating 
these  local  services  and  competing  with  other  service  providers,  the  MBDA  will 
maximize  its  efforts  by  leveraging  our  Federal  dollars  in  meeting  locally  unmet 
needs.  This  strategy  allows  us  to  serve  both  the  needs  of  start-up  and  "ready-to- 
grow"  companies. 

MBDA's  new  concept  of  delivering  services  involves  reducing  the  heavy  emphasis 
on  the  Minority  Business  Development  Centers  (MBDC)  and  integrating  that  pro- 
gram into  a  broader  concept  which  focuses  on  increasing  opportunities  for  minority 
firms  through  access  to  markets  and  resources.  MBDA's  new  strategy  is  to  link,  le- 
verage and  partner  with  public  and  private  entities  with  the  capacity  or  resources 
already  in  place  to  better  provide  services  to  the  minority  business  community. 

NATIVE  AMERICAN  PROGRAM 

Question.  MBDA  maintains  several  business  development  centers  for  Native 
Americans.  Are  you  proposing  any  change  in  that  program? 

Answer.  No,  MBDA  will  continue  to  provide  services  through  our  Native  Ameri- 
cans Program. 
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Question.  Mr.  Secretary,  I'm  quite  concerned  about  what  I  see  happening  in  U.S./ 
Sino  relations.  China  is  the  world's  most  populous  country,  and  at  current  growth 
rates  it  may  be  well  on  its  way  to  becoming  the  world's  largest  economy. 

Now,  I  just  returned  from  Beijing  and  Shanghai  last  month.  And  one  common 
criticism  of  the  U.S.  was  that  American  leaders  don't  know  China  and  haven't  vis- 
ited there.  Our  Secretary  of  State  has  been  to  China  only  once,  yet  to  the  Middle- 
East  countless  times.  President  Clinton  has  never  been  to  China,  though  as  a  Gov- 
ernor he  has  been  to  Taiwan  many  times.  In  fact,  the  one  U.S.  official  that  the  Chi- 
nese seemed  to  have  confidence  in  was  your  predessor,  Ron  Brown,  who  had  gone 
to  China  several  times  and  had  developed  a  good  working  relationship  with  his 
counterpart,  Madam  Woo  Yi,  Minister  of  Foreign  Trade.  Ron  worked  hard  to  pro- 
mote U.S.  exports,  and  you  have  top  rate  Foreign  Commercial  Service  staff  in 
Beijing,  Shanghai  and  Guangzhou.  Your  senior  Commercial  Officer  in  Beijing,  Ying 
Lam,  is  a  real  go-getter. 

Now,  in  the  artillery  in  World  War  II  we  had  a  saying  "Don't  fire  the  weapon  if 
the  recoil  is  going  to  kill  the  gun  crew."  And,  as  J.  Bennett  Johnston  has  para- 
phrased our  trade  policy  with  China  as  "Listen,  if  you  don't  stop  doing  this  or  that, 
we  are  going  to  punish  you  by  laying  off  35,000  workers  at  Boeing  in  Seattle."  And 
that's  exactly  what  happened  last  month.  We  demonstrated  over  Taiwan  and  the 
French  welcomed  Li  Peng  to  Paris  and  wrote  a  contract  for  Airbus. 

Today's  Washington  Post  claims  that  the  Clinton  Administration  is  going  to  im- 
plement trade  sanctions  against  China.  What  about  it? 

Answer.  On  May  15,  Ambassador  Barshefsky  announced  the  publication  of  a  $3 
billion  preliminary  retaliation  list  targeting  Chinese  exports  to  the  United  States. 
If  the  Chinese  fail  to  implement  satisfactorily  the  1995  IPR  Agreement,  prohibitive 
tariffs  will  be  imposed  on  June  17,  1996,  on  approximately  $2  billion  worth  of  prod- 
ucts drawn  from  the  preliminary  list. 

The  Clinton  Administration  does  not  take  retaliatory  measures  lightly.  While 
maintaining  an  open  U.S.  market,  this  Administration  insists  that  U.S.  products  be 
treated  fairly  overseas.  When  other  countries  do  not  live  up  to  their  trade  obliga- 
tions, this  Administration  will  enforce  U.S.  trade  laws. 

Question.  How  are  you  going  to  approach  this  new  position  relative  to  China?  Do 
you  have  any  plans  to  visit  that  nation?  Do  you  have  any  plans  to  expand  our  For- 
eign Commercial  Service  presence  over  there? 

Finally,  I  think  I  should  let  you  know  that  Senator  Cohen  and  I  met  with  the 
American  Chambers  of  Commerce  in  Shanghai,  Hong  Kong  and  Kuala  Lumpur.  In 
each  case  they  expressed  strong  support  for  the  U.S.  Department  of  Commerce  and 
thought  it  was  absolutely  crazy  that  Congress  would  be  considering  dismantling  in- 
dustry's advocate. 

But,  I  should  also  let  you  know  that  in  Shanghai  and  Hong  Kong  American  busi- 
nesses are  very  concerned  about  sanctions  and  believe  that  we  will  take  a  stand  and 
the  Europeans  and  Japanese  will  simply  take  our  markets. 

Answer.  We  have  great  interest  in  China  generally  and  as  a  major  market  for 
U.S.  exports.  We  continue  to  negotiate  with  the  Chinese  to  reduce  the  barriers 
which  exist  to  free  and  fair  trade  including  full  application  of  Intellectual  Property 
Rights  agreements. 

I  do  not  have  plans  for  a  trip  to  China  in  the  immediate  future,  but  certainly  ex- 
pect to  include  China  among  the  places  I  visit  on  trade  related  issues.  However,  De- 
partment of  Commerce  staff  are  currently  in  China  working  on  many  issues  and  will 
continue  to  be  present  in  the  near-term  future. 

We  have  recently  opened  and  staffed  the  new  Shanghai  Commercial  Center.  There 
are  no  current  plans  within  the  International  Trade  Administration's  Foreign  Com- 
mercial Service  unit  to  further  expand  into  new  sights.  Our  goal  instead  is  to  fully 
staff  existing  posts  by  filling  eight  positions. 

AUTOMATED  WEATHER  INFORMATION  PROCESSING  SYSTEM  [AWIPS] 

Question.  Your  biggest  single  budget  item  is  NOAA,  and  in  NOAA  the  biggest 
budget  item  is  a  new  system  in  the  Weather  Service  called  "AWIPS".  As  I  under- 
stand it,  the  Department  will  send  us  a  reprogramming  for  an  additional  $15  mil- 
lion soon,  bringing  the  current  year  requirement  to  $65  million.  For  fiscal  year  1997 
you  are  requesting  $119.8  million,  another  increase  of  $55  million  above  that  level. 
In  total,  by  the  end  of  1998,  the  Commerce  Department  is  requesting  $323  million 
to  procure  and  deploy  this  system. 

AWIPS  has  been  plagued  by  problems  in  the  past.  Are  you  convinced  that  this 
system  is  ready  to  deploy? 
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Answer.  The  AWIPS  program  has  made  significant  progress  over  the  past  year. 
A.  rapid  prototype  of  AWIPS,  (Pathfinder),  has  been  operating  successfully  at  three 
field  sites  since  last  summer.  An  overall  system  design  has  been  accepted  by  the 
government,  and  the  contractor  is  nearing  completion  of  the  development  of  the  first 
af  several  incremental  system  software  builds.  The  system  hardware  and  commu- 
nications support  systems  are  defined  and  available  for  deployment.  AWIPS  will  be 
deployed  at  9  operational  field  sites  early  this  summer  to  undergo  an  operational 
test  and  evaluation  (OT&E).  Concurrently,  an  advanced  prototype  incorporating  the 
functions  planned  for  several  future  builds  will  be  deployed  at  the  NWS  forecast  of- 
fice in  Denver,  Colorado,  by  NOAA's  Forecast  Systems  Laboratory  (FSL).  This  proto- 
type uses  the  basic  hardware  and  commercial  software  specified  for  AWIPS,  but 
adds  advanced  software  developed  by  FSL.  The  activities  planned  for  this  summer 
will  demonstrate  the  readiness  of  the  system  for  starting  production  and  deployment 
in  fiscal  year  1997,  and  establish  the  basis  for  confidence  that  the  required  future 
increments  of  capability  can  be  incorporated  into  the  deployed  system.  Based  on  the 
results  of  these  demonstrations  and  evaluations,  which  are  being  independently  re- 
viewed by  a  panel  of  the  National  Research  Council,  an  AWIPS  Production  Decision 
APD)  to  deploy  AWIPS  nationwide,  will  be  made.  The  target  date  for  the  APD  is 
September  1996.  The  $323  million  cited  in  the  question  appears  to  be  the  sum  of: 
the  fiscal  year  1997  President's  Budget  (fiscal  year  1996-fiscal  year  1998)  and  the 
fc  15  million  requested  reprogramming.  The  $323  million  is  inclusive  of  development 
:osts  as  well  as  deployment  and  procurement  costs  through  fiscal  year  1998,  how- 
ever, it  does  not  include  deployment  costs  through  December  1998  (fiscal  year  1999). 

Question.  My  understanding  is  that  your  1997  budget  is  predicated  on  a  two  year 
deployment  of  the  AWIPS  system.  The  contract  allows  for  a  three  year  deployment. 
[f  we  stretched  the  system  out  by  just  one  year,  how  much  do  you  need  in  fiscal 
pear  1997? 

Answer.  A  two  year  deployment  of  AWIPS  has  been  planned  to  complete  the  NWS 
modernization  in  the  most  expeditious  and  cost-effective  manner.  This  2-year  de- 
ployment will  allow  forecasters  the  earliest  practical  access  and  use  of  the  data  and 
information  now  available  from  the  modernized  observing  systems  and  models  to 
provide  improved  forecast  and  warning  services  across  the  country.  The  nation  has 
Invested  decades  of  technical  effort  and  billions  of  dollars  to  provide  this  remarkable 
ind  powerful  information.  Stretching  the  program  out  by  12  months  will  result  in 
increased  costs.  These  costs  include:  continued  operations  and  maintenance  of  the 
iegacy  systems,  that  AWIPS  will  replace;  in  some  instances,  parallel  operations  of 
\WIPS  and  legacy  systems;  and  increased  contract  and  program  management  costs. 
We  estimate  the  increased  overall  costs  to  be  $15  to  $20  million.  If  NOAA  were  di- 
rected to  stretch  out  the  deployment  to  three  years,  we  estimate  that  we  could  re- 
duce the  funds  required  in  fiscal  year  1997  by  $10  million.  The  $10  million  and  the 
:urrent  unbudgeted  $15  to  $20  million  would  need  to  be  reflected  in  the  fiscal  years 
L998,  1999,  and  2000  budgets. 

A  3-year  AWIPS  deployment  would  delay  the  achievement  of  target  staffing  re- 
ductions and  consolidation  of  some  offices.  The  realization  of  these  planned  staffing, 
savings  and  benefits  of  the  modernization  are  dependent  on  the  level  of  efficiency 
md  capabilities  available  to  the  office.  Delaying  the  receipt  of  the  AWIPS  capabili- 
ties for  a  12-month  period,  impacts  NWS's  ability  to  achieve  target  staffing  in  the 
most  time  efficient  and  cost-effective  manner.  The  budget  profile  requested  in  the 
President's  fiscal  year  1997  budget  represents  the  most  cost-effective  and  technically 
viable  approach  to  completing  the  AWIPS  program  and  the  NWS  Modernization. 

Question.  What  is  your  schedule  for  shutting  down  unnecessary  stations  if  we  hold 
to  a  two  or  three  year  deployment  schedule  for  AWIPS? 

Answer.  NOAA  expects  to  be  ready  for  the  Secretary  of  Commerce  to  certify  "no 
degradation  of  service"  and  automate  and  close  over  100  weather  service  offices 
[WSO's)  in  fiscal  year  1997.  Closure  is  the  final  step  in  the  spin-down  process  for 
WSO's  that  are  not  needed  in  the  modernized  and  restructured  National  Weather 
Service  (NWS).  Each  step  in  this  spin-down  "process  is  integrally  linked  to  mod- 
srnization  activities  at  weather  offices  that  become  Weather  Forecast  Offices 
;WFO's).  This  linkage  ensures  that  at  all  times  the  highest  quality  weather  services 
will  be  provided  to  the  public  by  utilizing  new  technological  capabilities  as  soon  as 
they  have  been  proven  operationally.  Deployment  of  the  last  major  technological 
component  of  the  modernization,  the  AWIPS,  is  scheduled  to  begin  in  fiscal  year 
1997,  and  run  for  two  years.  The  AWIPS  will  provide  the  necessary  capabilities  to 
allow  WFO's  to  provide  the  improved  warning  and  forecast  services  promised  by  the 
NWS  modernization  program. 

Two  key  steps  preceding  closure  in  the  spin-down  process  are  consolidation  and 
automation.  NOAA  has  already  proposed  consolidation  certifications  for  about  40 
percent  of  the  spin-down  WSO's.  During  the  reminder  of  fiscal  year  1996,  NOAA  in- 
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tends  to  put  in  place  the  required  modernization  criteria  for  automation  and  closure 
certifications.  These  criteria  will  be  made  available  for  public  comment  in  proposed 
form,  and  finalized  only  after  consultation  with  both  the  National  Research  Coun- 
cil's Modernization  Committee  and  the  Modernization  Transition  Committee  as 
mandated  by  Public  Law  102-567.  However,  these  certification  plans  are  contingent 
upon  successful  coordination  with  the  Federal  Aviation  Administration  (FAA).  The 
FAA  must  approve  a  programmatic  air  safety  appraisal  for  closure  certifications  and 
provide  aviation  service  standards  for  the  required  automation  criteria. 

The  current  certification  schedules  are  shown  below.  NOAA  is  still  evaluating  the 
extent  to  which  these  schedules  would  change  if  the  AWIPS  deployment  schedule 
would  be  stretched  out  to  3  years.  However,  it  is  our  goal  to  try  to  minimize  any 
impacts  and  maintain  the  certification  schedules  as  close  to  the  current  plan  as  pos- 
sible. 


1994            1995            1996 

1997 

1998 

1999 

2000 

Planned  Certifications: 
Consolidation: 

66 

52 
118 

110 
110 

133 
133 

10 
34 

10 
128 

22 
132 

21 
154 

6 
134 

5 
137 

7 
161 

2 
36 

14 

66 

148 

Automation: 

6 

143 

Closure: 

9 

170 

Planned  Closure  Not  Requir- 
ing Certification  (WSCMO/ 

WSMO): 

Number 

Cumulative 

1               3             20 
1               4             24 
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Questions  Submitted  by  Senator  J.  Robert  Kerrey 

Question.  Over  the  past  several  years,  I  have  asked  a  number  of  questions  about 
what  I  see  as  a  very  limited  role  by  the  Department  of  Commerce  in  rural  states. 
This  has  been  particularly  true  with  respect  to  the  National  Institute  of  Standards 
and  Technology  (NIST),  especially  in  the  Advanced  Technology  Program  (ATP),  and 
until  more  recently  in  the  Manufacturing  Extension  Partnership  (MEP)  program. 
What  can  the  Department  do  in  these  states  to  be  more  helpful  to  our  rural  manu- 
facturing and  industrial  interests? 

Answer.  NIST  has  taken  steps  through  its  Manufacturing  Extension  Partnership 
(MEP)  and  Advanced  Technology  Program  (ATP)  to  strengthen  and  broaden  the 
technology  base  and  infrastructure  in  the  less  populous  and  more  rural  states  where 
there  are  smaller  manufacturers  and  lower  manufacturing  density. 

MEP 

The  NIST  Manufacturing  Extension  Partnership  (MEP)  currently  has  affiliated 
centers  in  42  states  and  Puerto  Rico.  The  MEP  centers  are  locally  run,  non-profit 
organizations  designed  to  help  link  sources  of  improved  manufacturing  technology 
and  modern  business  practices  with  the  small  and  mid-sized  companies  needing  as- 
sistance. The  fact  that  centers  are  encouraged  to  tailor  services  to  meet  the  needs 
dictated  by  location  and  manufacturing  client  base  is  a  positive  factor  in  our  being 
able  to  meet  the  needs  of  all  localities.  Some  common  services  are  offered  by  most 
extension  centers;  broadly,  these  include  helping  manufacturers  assess  their  current 
technology  and  business  needs,  define  avenues  for  change  and  implement  lmprove- 

MEP  centers  and  field  offices  are  now  within  reach  of  approximately  85  percent 
of  the  Nation's  381,000  small  manufacturers.  An  example  of  MEP  presence  in  a 
state  where  there  are  smaller  manufacturers  and  lower  manufacturing  density  is 
the  MEP-affiliated  Nebraska  Industrial  Competitiveness  Service  (NICS)  located  in 
Lincoln,  Nebraska.  The  NICS  was  established  in  1994  and  is  affiliated  with  the  Ne- 
braska Department  of  Economic  Development.  The  center  serves  firms  throughout 
the  state  via  ten  field  agents  located  in  Grand  Island  (2  locations),  Lincoln  (3  loca- 
tions), Mitchell,  Milford,  Norfolk,  Omaha,  and  Scottsbluff. 
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A  new  open  competition,  announced  in  the  May  6th  Federal  Register,  has  approxi- 
mately $20  million  available  to  support  the  establishment  of  new  centers  as  part 
of  the  NIST-managed  MEP. 

ATP 

Since  its  inception,  the  Advanced  Technology  Program  (ATP)  has  received  96  pro- 
posals from  the  more  rural  states,  where  there  are  smaller  manufacturers  and  lower 
manufacturing  density.  Six  awards  have  been  made  to  for-profit  companies  in  those 
states  either  as  a  single  applicant  or  as  the  lead  of  a  joint  venture.  Twenty-one  orga- 
nizations, including  for-profit  companies  who  are  non-lead  joint  venture  members, 
not-for-profit  organizations,  and  universities,  have  participated  in  the  program.  The 
more  rural  states  which  have  had  organizations  participate  in  ATP  projects  include 
Alabama,  Arkansas,  Kentucky,  Louisiana,  Maine,  Mississippi,  Nebraska,  Oklahoma, 
South  Carolina,  and  West  Virginia. 

The  ATP  is  working  more  closely  with  the  states  to  stimulate  the  kind  of  R&D, 
nationwide,  that  will  help  to  bridge  the  gap  from  basic  research  to  the  points  at 
which  private  funding  can  take  a  technology  into  the  market.  To  those  ends,  officials 
from  the  Commerce  Department  and  the  Science  and  Technology  Council  of  the 
States  (STCS),  a  working  group  of  the  National  Governor's  Association,  signed  an 
agreement  on  April  22,  1996,  to  increase  awareness  of  the  ATP  within  the  states. 
The  STCS  comprises  appointed  representatives  of  the  governors  charged  with  help- 
ing to  formulate  state-level  policy  on  science  and  technology  programs.  The  agree- 
ment was  signed  by  Commerce  Under  Secretary  for  Technology,  Dr.  Mary  Good,  and 
ATP  director,  Lura  Powell,  for  the  Commerce  Department,  and  by  individual  mem- 
bers of  the  STCS. 

The  non-financial  memorandum  of  understanding  (MOU)  establishes  a  joint  work- 
ing group  to  examine  various  ways  to  implement  the  agreement  in  increasing  ATP 
awareness  within  the  states,  including:  (1)  increasing  the  awareness  among  local 
companies  of  the  ATP  as  a  possible  source  of  R&D  funding;  (2)  establishing  state- 
based  counseling  services  to  aid  companies  in  the  preparation  of  project  proposals 
for  submission  to  ATP  competitions,  (3)  helping  to  formulate  "white  papers"  on  R&D 
opportunities  in  particular  technologies  as  part  of  the  process  used  by  the  ATP  to 
establish  focussed  research  programs;  and  (4)  establishing  a  local  ATP  point  of  con- 
tact to  facilitate  companies  in  obtaining  information  on  up-coming  ATP  competitions 
or  opportunities  to  benefit  from  ATP-sponsored  technologies. 

Question.  I  am  a  strong  supporter  of  the  Telecommunications  and  Information  In- 
frastructure Assistance  (TIIAP)  program,  which  is  managed  by  the  National  Tele- 
communications and  Information  Administration  (NTIA).  I  believe  that  it  has  stimu- 
lated a  lot  of  planning  and  supported  some  very  good  demonstrations,  but  I  think 
it  has  been  somewhat  weak  in  what  might  be  described  as  "state-of-the-art"  applica- 
tions. Where  do  you  see  this  program  going  and  how  might  it  do  more  to  "push  the 
envelope?" 

Answer.  Thank  you  for  your  support  of  the  Telecommunications  and  Information 
Infrastructure  Assistance  Program  (TIIAP).  I  agree  with  the  need  to  "push  the  enve- 
lope" even  further  and  this  is  a  direction  I  would  like  to  take  the  program.  The  dif- 
ficulty we  currently  face  with  TIIAP  is  meeting  all  of  the  program's  objectives  with 
limited  resources.  Many  communities  are  ready  to  push  the  envelope  with  innova- 
tive technology,  but  far  more  are  begging  for  the  basics.  From  the  start,  TIIAP  has 
placed  particular  emphasis  on  providing  support  for  traditionally  underserved  areas. 
Seventy-five  percent  of  the  fiscal  year  1995  funds  went  to  projects  in  serving  rural 
America  or  traditionally  underserved  urban  areas.  As  the  TIIAP  evolves,  and  funds 
are  available,  NTIA  intends  to  fund  more  "state-of-the-art"  projects. 

Demonstrating  cutting  edge  applications  often  requires  substantial  grants.  The 
more  advanced  the  technology,  the  more  time  and  money  a  grantee  has  to  expend 
to  prepare  the  technology  for  deployment.  This  preparation  often  involves  extensive 
customized  software  development.  Relative  to  more  proven  technology,  advanced 
technology  is  often  costlier  to  deploy,  requiring  more  resources  to  install,  test,  and 
debug  the  equipment.  The  average  TIIAP  grant  size  of  approximately  $300,000  is 
generally  too  small  to  support  the  deployment  of  cutting  edge  applications  in  the 
field  at  a  meaningful  scale.  Yet  a  $300,000  grant  can  provide  standard,  proven  tech- 
nology and  services  that  significantly  advance  the  capabilities  of  schools,  libraries, 
hospitals,  and  clinics  in  underserved  areas. 

Further,  one  key  component  of  the  program  that  pushes  the  envelope  is  the 
matching  fund  requirement.  TIIAP  demonstrates  how  public-private  partnerships 
can  be  formed  to  develop  "state-of-the-art"  proposals.  The  relatively  new  TIIAP  pro- 
gram has  resulted  in  $100  million  in  matching  funds  from  private  sector,  state  and 
local  support.  Through  TIIAP,  a  relatively  small  Federal  investment  is  leveraged  to 
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create  a  multiplier  effect,  resulting  in  a  significant  investment  in  projects  serving 
the  public  interest.  mTT  '  .- 

In  order  to  support  more  cutting  edge  applications,  TIIAP  created  a  special  cat- 
egory for  large  demonstration  projects  (projects  requesting  greater  than  $1  million) 
in  fiscal  year  1995.  Most  of  the  applications  in  this  category  pushed  the  technology 
envelope.  Due  to  limited  funding,  the  program  was  able  to  fund  only  three  projects 
in  this  category.  For  fiscal  year  1996,  with  an  appropriation  of  only  $21.5  million, 
NTIA  eliminated  the  large  demonstrations  category  and  limited  the  awards  in  the 
demonstration  project  category  to  $750,000.  „        .  . 

In  its  first  two  years,  TIIAP  has  funded  a  number  of  exciting,  cutting  edge 
projects.  The  State  of  North  Carolina,  for  example,  is  demonstrating  the  use  of  very 
high  resolution  medical  imaging  in  emergency  rural  telemedicine  applications.  The 
very  high  resolution  images  allow  specialists  at  teaching  hospitals  to  spot  subtleties 
that  the  emergency  room  physicians  sometimes  miss,  and  thereby  avert  tragic  mis- 
takes in  treatment.  In  New  York  City,  Columbia  University  is  pushing  the  envelope 
of  wireless  digital  communications  in  a  project  designed  to  control  the  spread  of  tu- 
berculosis. Nurses  use  handheld,  wireless  computers  to  update  hospital  treatment 
records  after  they  meet  with  TB  patients  in  their  homes.  Computers  at  the  hospital 
examine  chest  x-ray  reports  and  automatically  notify  the  city  health  department  of 
any  new  TB  diagnoses  through  electronic  mail. 

NTIA  would  like  to  be  able  to  support  more  of  these  types  of  advanced  applica- 
tions that,  by  challenging  what  is  possible,  bring  benefit  to  the  entire  nation.  How- 
ever with  a  small  appropriation  and  a  mandate  to  focus  on  bringing  basic  access 
to  underserved  areas,  NTIA  is  limited  in  the  number  of  complex,  cutting  edge 
projects  it  can  support. 

The  projects  described  above  are  just  a  few  of  the  many  examples  of  how  rilAP 
projects  are  demonstrating  new  ways  to  push  the  envelope,  while  reducing  the  bar- 
riers of  isolation  in  rural  areas  and  working  to  overcome  the  lack  of  access  to  tech- 
nology in  our  inner  cities.  These  projects  serve  as  blueprints  that  can  be  used  by 
others  in  the  future.  With  limited  funds  available  and  huge  demand  for  services, 
public  institutions  such  as  schools,  libraries,  hospitals  and  police  departments  can 
use  models  developed  through  matching  TIIAP  funds  to  guide  their  own  decisions 
and  invest  scarce  resources  wisely. 

The  first  two  years  of  TIIAP  have  provided  NTIA  with  a  snapshot  of  the  state 
of  the  National  Information  Infrastructure.  The  nearly  3,000  grant  proposals  re- 
ceived in  the  first  two  competitions  indicated  a  wide  range  of  infrastructure  and  ca- 
pabilities across  the  various  regions  of  the  country  and  across  sectors.  Some  propos- 
als represent  state-of-the-art  applications  of  information  infrastructure  in  critical 
sectors  such  as  health  and  educations.  These  projects  will  have  lasting  spillover  ef- 
fects, changing  the  ways  in  which  health  care  is  provided,  children  are  taught,  and 
ways  in  which  police  departments  protect  our  citizens.  Other  proposals  are  more 
modest,  proposing  relatively  straightforward  applications  of  the  technology  in  com- 
munities that  have  a  basic  need  for  access  to  today's  electronic  information  and  com- 
munication resources.  ,      •.    ,•    •_ 

The  program  has  developed  a  strategy  that  supports  both  types  of  projects.  I  he 
innovative  projects,  TIIAP's  demonstration  projects  category,  are  critical  to  stimulat- 
ing the  effective,  efficient  use  of  information  infrastructure  in  the  public  and  non- 
profit sectors.  These  projects  provide  the  models.  They  are  the  trailblazers  proving 
what  can  work  and  learning  from  what  doesn't.  Thanks  to  these  projects  other  com- 
munities won't  need  to  reinvent  the  wheel— they  can  build  on  the  successes  of  the 
demonstrations. 

The  more  modest  projects,  TIIAPs  "access"  projects  category,  have  a  different  pur- 
pose. First,  the  grant  funds  provide  an  incentive  for  isolated  rural  communities  and 
underserved  urban  communities  to  identify  opportunities  that  the  information  su- 
perhighway can  provide,  to  establish  important  partnerships,  leverage  community 
resources  and  develop  technology  plans.  Past  TIIAP  applicants  who  did  not  receive 
grants  have  commented  that  the  preparation  of  a  TIIAP  proposal  has  helped  them 
secure  other  resources  and  implement  their  projects,  if  only  on  a  small  scale.  We 
have  also  noticed  that  with  both  demonstration  and  access  grants,  projects  fre- 
quently expand  beyond  the  communities  that  receive  grant  funding.  By  widely  dis- 
tributing what  one  TIIAP  grantee  calls  "seed  corn,"  TIIAP  can  slowly  raise  the  ca- 
pacity of  underserved  communities  across  the  nation.  For  example,  a  small  project 
providing  Internet  access  to  a  school  in  Montana  may  encourage  neighboring  com- 
munities to  do  the  same. 

Question.  What  has  Census  discontinued  as  a  result  of  lack  of  funding? 
Answer.  During  fiscal  year  1996,  Census  systematically  reviewed  economic  statis- 
tics programs  and  dropped  several  lower  priority  activities.  Specifically,  Census 
eliminated: 
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— The  Monthly  and  Annual  Nonresidential  Permits  Survey; 

— The  Quarterly  Trade  and  Employment  and  Annual  Output,  Exports,  and  Im- 
ports Reports; 
— The  Exports  from  Manufacturing  Establishments  and  Exporter  Database  Re- 
ports; 
— The  Survey  of  Pollution  Abatement  Costs  and  Expenditures;  and,  the  Semi- 
annual Investment  Plans  Surveys. 
— Fiscal  year  1997  funding  for  the  1997  Census  of  Agriculture  will  be  the  respon- 
sibility of  the  Department  of  Agriculture. 
— In  fiscal  year  1997,  we  will  not  conduct  the  Taxable  Property  Value  Phase  of 

the  197  Census  of  Governments. 
Question.  What  would  happen  if  the  Census  Bureau  doesn't  receive  its  requested 
funding  levels  for  fiscal  year  1997? 

Answer.  The  Census  Bureau  has  several  key  programs  fully  funded  in  the  Presi- 
dent's budget.  This  full  funding  reflects  this  Administration's  commitment  to  provid- 
ing both  the  public  and  the  private  sectors  the  economic  and  demographic  informa- 
tion they  need  to  be  competitive  into  today's  global  economy. 
For  example: 

Census  2000. — Fiscal  year  1997  is  a  pivotal  year  in  the  Census  2000  cycle.  This 
is  the  year  that  integral  aspects  of  the  2000  decennial  move  out  of  the  planning  and 
testing  stage  and  begin  full  operational  implementation.  In  fiscal  year  1997,  the 
Census  Bureau  will  continue  its  partnerships  with  the  U.S.  Postal  Service  and  the 
U.S.  Geological  Survey  and  establish  partnerships  with  state,  local,  and  tribal  gov- 
ernments to  improve  address  and  map  information.  Failure  to  establish  these  part- 
nerships would  force  the  Census  Bureau  to  resort  to  many  of  the  tried  and  failed 
methodologies  of  1990. 

Continuous  Measurement. — This  program  will  take  us  into  the  21st  Century.  It 
will  produce  accurate,  more  timely  data  on  the  U.S.  population  and  housing  (espe- 
cially for  small  communities  and  rural  areas)  than  can  be  provided  by  the  decennial 
census.  The  $19.4  million  requested  for  fiscal  year  1997  for  this  program  is  the  min- 
imum funding  needed  for  the  research,  development,  and  testing  necessary  to  imple- 
ment Continuous  Measurement  by  1999  when  it  could  be  used  to  benchmark  data 
against  the  2000  decennial.  Without  Continuous  Measurement,  the  Census  Bureau 
will  be  unable  to  improve  the  rural  and  small  community  data  now  provided  by  the 
decennial  census. 

Economic  Statistics. — The  economy  is  changing  and  becoming  more  complex  at  a 
rapid  rate  and  the  Bureau's  economic  statistics  must  keep  up.  The  Census  Bureau 
needs  additional  funding  to: 
— Expand  coverage  of  service  industries,  the  fastest  growing  sector  of  the  econ- 
omy, to  meet  data  user  needs,  for  more  information  on  the  finance,  insurance, 
and  real  estate  sectors  of  the  economy. 
— Remedy  deficiencies  in  economic  indicators  for  nonresidential  reconstruction 
and  retail  and  wholesale  trade.  These  are  monthly  measures  that  move  markets 
and  affect  policy. 
— Launch  an  initiative  that  will  reduce  the  reporting  burden  on  American  busi- 
ness by  re-engineering  and  automating  business  data  programs. 
Innovative  Technology.— Census'  Innovative  Computer  Assisted  Survey  Informa- 
tion Collection  (CASIC)  Program  is  the  primary  stimulus  for  changing  the  way  we 
conduct  business  by  automating  the  labor  intensive  activities  of  data  collection,  data 
processing,  and  data  dissemination.  Fiscal  year  1997  funding  will  be  used  for  reduc- 
ing survey  cycle  time,  reducing  or  containing  costs,  and  enhancing  respondent/cus- 
tomer cooperation. 

In  fiscal  year  1997  Census  will  continue  technology  investments  that  allow  us  to 
continue  an  aggressive  migration  to  an  open,  expandable  and  cost  effective  process- 
-~-ing~  environment.  The  program  will  continue  to  focus  on  support  for  economic  cen- 
suses and  decennial  census  data  analysis  and  tabulation. 

Question.  What  initiatives  are  included  in  the  Department's  fiscal  year  1997  budg- 
et to  address  needed  improvements  in  Gross  Domestic  Product  (GDP)  and  other  Bu- 
reau of  Economic  Analysis  (BEA)  data? 

Answer.  The  fiscal  year  1997  budget  includes  a  request  for  funds  to  implement 

BEA's  Mid-Decade  Strategic  Plan  for  maintaining  and  improving  GDP  and  other 

economic  accounts  data  and  to  implement  BEA's  Information  Technology  Strategic 

Plan. 

— BEA's  Mid-Decade  Strategic  Plan  is  based  on  a  comprehensive  review  of  the 

economic  accounts  that  BEA  conducted  in  1994  and  a  draft  strategic  plan  for 

updating  the  accounts  that  was  presented  and  refined  at  a  national  symposium 

of  leading  economic  data  users  in  March  1995.  The  plan  emphasizes  updated 
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measures  of  output  and  prices;  more  comprehensive  measures  of  investment, 
saving,  and  wealth;  and  improved  coverage  of  international  trade  and  finance. 
— BE  A  has  begun  an  ambitious,  but  critical,  program  to  move  to  an  integrated 
micro-computer  network  environment  in  fiscal  year  1997,  when  it  expects  to  re- 
tire its  1970's  vintage  mainframe  computer.  The  integrated  environment  will  in- 
crease the  accuracy,  reliability,  and  timeliness  of  BEA's  data  through  standard- 
ized data  transfer  and  on-line  interactive  editing  and  processing  of  source  data. 
In  addition,  the  new  environment  will  increase  the  timeliness  of  BEA's  data 
products  and  accessibility  for  its  customers  through  Internet  and  other  elec- 
tronic gateways. 
Question.  Are  there  initiatives  in  the  fiscal  year  1997  budget  designed  to  fix  the 
understatement  in  real  GDP  and  productivity  growth  caused  by  the  understatement 
of  quality  changes  associated  with  computers  and  other  "high-tech"  products. 

Answer.  Yes,  one  of  the  key  priorities  in  BEA's  proposal  for  improving  its  meas- 
ures of  output  and  prices  is  the  extension  of  its  work  on  quality  adjustment.  BEA 
introduced  quality-adjusted  measures  of  output  and  prices  for  computers  in  the  mid- 
1980's  and  recently  introduced  quality-adjusted  output  and  price  measures  for  semi- 
conductors. The  fiscal  year  1997  budget  initiative  will  provide  funds  to  extend  this 
important  work  to  cover  computer  software,  telecommunications  equipment  and 
other  "high-tech"  products. 

SUBCOMMITTEE  RECESS 

Senator  Gregg.  If  there  is  nothing  further,  the  subcommittee 
will  stand  in  recess  until  Thursday,  May  9,  at  10  a.m. 

[Whereupon,  at  12:16  p.m.,  Wednesday,  May  8,  the  subcommittee 
was  recessed,  to  reconvene  at  10  a.m.,  Thursday,  May  9.] 


DEPARTMENTS  OF  COMMERCE,  JUSTICE,  AND 
STATE,  THE  JUDICIARY,  AND  RELATED 
AGENCIES  APPROPRIATIONS  FOR  FISCAL 
YEAR  1997 


THURSDAY,  MAY  9,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  10:02  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 
Present:  Senator  Gregg. 

DEPARTMENT  OF  JUSTICE 

Bureau  of  Prisons 

STATEMENT  OF  KATHLEEN  M.  HAWK,  DIRECTOR 

OPENING  REMARKS 

Senator  GREGG.  The  Subcommittee  on  Commerce,  Justice,  State, 
the  Judiciary,  and  Related  Agencies  will  come  to  order. 

We  thank  the  Director  for  being  here  this  morning  and  we  appre- 
ciate your  willingness  to  go  forward.  Unfortunately,  I  find  myself 
in  a  situation  where  I  have  a  Budget  Committee  markup  going  on 
at  the  same  time  as  we  are  having  this  hearing,  but  I  would  want 
to  give  you  the  opportunity  to  get  on  the  record  the  things  you  are 
concerned  with,  thoughts,  issues  and  why  don't  you  just  give  us 
your  thoughts. 

Ms.  Hawk.  OK,  thank  you  very  much. 

I  am  pleased  to  appear  before  you  today  to  discuss  our  1997 
budget  request  for  the  Bureau  of  Prisons,  and  I  want  to  begin  by 
thanking  you,  Chairman  Gregg,  and  the  other  members  of  the  sub- 
committee for  their  wonderful  support  of  the  Bureau  of  Prisons 
over  the  years. 

1997  BUDGET  REQUEST 

This  past  year  has  been  a  very  unusual  year  for  us  and  I  am  cer- 
tainly appreciative  of  the  efforts  to  ensure  the  security  and  uninter- 
rupted operation  of  the  Bureau.  Our  1997  request  totals  $3.2  bil- 
lion and  35,193  positions.  It  focuses  primarily  on  adding  prison 
beds  and  reducing  overcrowding, 
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INMATE  DISTURBANCES 

The  year  was  unusual  for  us  because  beginning  in  the  middle  of 
October  1995  there  were  inmate  disturbances  at  a  number  of  our 
Federal  institutions  within  a  several  day  period.  The  seriousness  of 
the  situation  required  me  to  order  an  unprecedented  lock-down  of 
all  secure  institutions  throughout  our  entire  system. 

While  fires  were  started  and  staff  were  assaulted,  there  were, 
fortunately,  no  loss  of  life,  no  inmates  escaped,  and  all  institutions 
remained  under  our  control. 

We  believe  we  were  successful  in  dealing  with  this  emergency  for 
several  reasons.  One  was  the  commitment  and  heroism  of  our  line 
staff,  who  are  truly  the  backbone  of  our  institutions,  and  it  is  also 
clear  to  us  the  resources  that  have  been  provided  by  Congress  and, 
specifically  by  this  subcommittee,  over  the  last  several  years  have 
played  a  very  critical  role. 

Without  the  additional  staff  and  the  new  prisons  that  we  were 
able  to  open,  our  overcrowding  would  have  been  so  severe  that  it 
would  have  been  extremely  difficult  for  us  to  have  ever  managed 
the  disturbance  and  to  have  gotten  things  back  in  order  so  quickly. 

REDUCING  PRISON  OVERCROWDING 

As  of  April  1996,  our  total  population  was  almost  103,000  in- 
mates. That  includes  10,500  housed  in  contracts  outside  the  Bu- 
reau of  Prisons  and  92,500  in  Bureau  of  Prisons  facilities. 

I  am  proud  to  report  that  with  the  resources  you  have  provided, 
we  have  made  substantial  progress  in  reducing  our  overcrowding. 

From  the  last  fiscal  year  to  date,  we  have  brought  online  10,300 
new  prison  beds.  The  1997  request  includes  $76  million  to  activate 
five  new  prisons  and  also  two  expansions  at  existing  prisons.  That 
is  going  to  give  us  another  approximately  7,000  beds. 

While  the  activation  of  the  new  beds  in  1997  will  reduce  our 
overcrowding,  it  is  not  quite  enough  to  keep  pace  with  our  pro- 
jected growth.  By  the  year  2000,  our  population  is  going  to  be  ap- 
proximately 125,000  inmates. 

Therefore,  we  are  requesting  in  this  budget  an  increase  of  ap- 
proximately $147  million  to  complete  a  new  prison  that  we  had 
some  initial  moneys  for  and  also  to  complete  a  pretrial  detention 
center  that  had  already  been  approved  by  Congress  in  previous 
budgets  with  some  startup  moneys.  These  will  give  us  some  addi- 
tional 2,200  new  beds. 

Further,  we  are  requesting  a  program  increase  of  $1.5  million 
from  the  violent  crime  reduction  trust  fund.  This  will  add  residen- 
tial drug  treatment  capacity  consistent  with  the  requirements  of 
the  1994  crime  bill. 

Mr.  Chairman,  I  believe  this  budget  request  reflects  our  efforts 
to  work  with  Congress  and  the  administration  to  control  the  esca- 
lating costs  of  incarceration.  It  includes  only  the  increases  that  we 
feel  necessary  at  this  time  to  add  Federal  inmate  capacity  and  to 
meet  the  requirements  of  the  law. 

PREPARED  STATEMENT 

Again,  I  would  like  to  thank  you,  Mr.  Chairman,  and  the  mem- 
bers of  the  subcommittee  for  your  continued  support. 
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This  does  conclude  my  remarks  and  I  would  be  very  happy  to  an- 
swer any  questions. 

[The  statement  follows:] 

Prepared  Statement  of  Kathleen  M.  Hawk 

Mr.  Chairman  and  Members  of  the  Subcommittee:  I  am  pleased  to  appear  before 
you  today  to  present  the  Administration's  1997  budget  request  for  the  Federal  Bu- 
reau of  Prisons  (BOP).  Let  me  begin  by  thanking  you,  Chairman  Gregg,  Senator 
Hollings,  and  the  other  members  of  this  Subcommittee  for  the  support  you  have 
given  the  BOP.  This  has  been  an  unusual  year,  and  I  am  very  appreciative  of  your 
efforts  to  ensure  the  security  and  uninterrupted  operation  of  the  Federal  Prison  Sys- 
tem (FPS).  Congress  has  recognized  the  continuous  growth  and  challenging  nature 
of  the  inmate  population,  and  addressed  significant  overcrowding  by  providing  the 
necessary  resources  which  allow  us  to  fulfill  our  responsibilities  within  the  Federal 
criminal  justice  system. 

The  1997  request  focuses  on  adding  prison  beds  and  reducing  overcrowding  at 
BOP  facilities.  The  current  systemwide  overcrowding  level  is  23  percent.  However, 
at  some  facilities  the  inmate  population  exceeds  bed  capacity  by  over  100  percent, 
and  the  population  continues  to  grow.  Unfortunately,  we  are  receiving  more  and 
more  serious  offenders,  and  our  medium  and  high  security  institutions  are  becoming 
seriously  overcrowded. 

Beginning  in  the  middle  of  October,  1995,  there  were  inmate  disturbances  at  a 
number  of  Federal  institutions  within  a  several  day  period.  The  seriousness  of  this 
situation  required  me  to  order  a  temporary  "lockdown"  of  inmates  throughout  the 
system.  While  fires  were  started  and  staff  were  assaulted,  no  loss  of  life  occurred, 
no  inmates  escaped,  and  all  institutions  remained  under  our  control. 

We  were  successful  in  dealing  with  this  emergency  for  several  reasons.  One  was 
the  commitment  and  heroism  of  our  fine  staff,  who  are  the  backbone  of  our  agency. 
It  is  also  clear  to  me  that  the  resources  provided  by  Congress  and  specifically  this 
Subcommittee,  played  a  key  role.  Without  the  additional  staff  and  new  prisons 
which  have  opened  recently,  our  overcrowding  would  have  been  so  severe  that  we 
might  not  have  been  able  to  manage  those  disturbances  effectively. 

We  have  been  carefully  analyzing  everything  that  occurred  leading  up  to  the  dis- 
turbances and  their  aftermath.  The  underlying  causes  of  these  disturbances  were 
complex,  and  as  was  the  case  with  previous  major  BOP  disturbances,  defined  by  ex- 
ternal factors.  It  appears  that  some  inmates  were  involved  because  of  their  belief 
that  disparities  in  cocaine  sentencing  policies  are  unfair.  Many  inmates  also  re- 
garded recent  changes  in  the  criminal  justice  system,  such  as  mandatory  minimum 
sentences,  the  restrictions  on  selected  inmate  programs  and  the  attendant  media 
focus  on  perceived  racial  bias  in  sentencing  and  prosecution  as  highly  negative  de- 
velopments. At  every  institution  where  these  disturbances  occurred,  there  were  sig- 
nificant numbers  of  inmates  serving  lengthy,  non-parolable  sentences  for  drug  and 
weapon  offenses,  many  of  whom  had  gang  associations  or  histories  of  violence.  Re- 
gardless of  inmate  motivations,  our  mission  is  to  operate  safe  and  secure  Federal 
prisons.  Inmates  who  played  key  roles  in  these  disturbances  will  be  prosecuted 
where  possible,  and  most  have  already  been  transferred  to  higher  security  institu- 
tions. 

BUDGET  REQUEST 

The  budget  request  for  BOP  totals  $3,209,240,000  and  35,193  positions.  Program 
increases  of  $259  million  will  permit  the  activation  of  over  6,900  new  inmate  beds 
in  1997,  the  construction  of  two  new  prisons  which  will  house  2,200  inmates  and 
pretrial  detainees,  and  operation  of  five  new  residential  drug  treatment  programs. 

Specifically,  for  the  Salaries  and  Expenses"  appropriation,  we  are  requesting  an  in- 
crease of  $76  million  to  activate  new  and  expanded  prison  facilities  including:  a  high 
security  U.S.  Penitentiary  in  Beaumont,  Texas;  a  medical  facility  in  Butner,  North 
Carolina;  and  a  medium  security  prison  with  a  satellite  minimum  security  camp  in 
Edgefield,  South  Carolina;  a  low  security  facility  with  a  minimum  security  camp  in 
Elkton,  Ohio;  and  a  pre-trial  detention  facility  in  Seattle,  Washington.  Additionally, 
our  budget  requests  funds  for  the  activation  of  two  prison  expansion  projects  at 
Carswell  Air  Force  Base  (AFB)  Texas  and  Morgantown,  West  Virginia. 

Further,  we  are  requesting  $25  million  for  drug  treatment  programs,  including  a 
program  increase  of  $1.5  million  from  the  Violent  Crime  Reduction  Trust  Fund.  This 
will  add  residential  drug  treatment  capacity  consistent  with  requirements  of  the 
1994  Violent  Crime  Control  Law  Enforcement  Act  (VCCLEA). 
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While  the  activation  of  new  beds  in  1997  will  reduce  overcrowding,  it  is  not  quite 
enough  to  keep  pace  with  projected  growth.  By  the  year  2000,  we  expect  the  inmate 
population  to  exceed  125,000.  Therefore,  we  are  requesting  a  program  increase  of 
$147.1  million  for  the  Buildings  and  Facilities  appropriation. 

These  funds  will  permit  us  to  complete  a  prison  and  pretrial  detention  center  al- 
ready approved  by  Congress  in  previous  budgets  at  George  AFB,  California  and  in 
Honolulu,  Hawaii.  Once  activated,  these  new  facilities  will  provide  at  least  2,200 
new  prison  beds  in  the  most  overcrowded  region  of  the  Federal  system.  In  addition, 
our  budget  request  includes  $34  million  for  U.S.  Marshals  Service  (USMS)  holding 
cells  at  Federal  Courthouses  throughout  the  country. 

INMATE  POPULATION  GROWTH/PROJECTIONS 

As  of  April  25,  1996,  our  total  population  was  approximately  103,000.  That  in- 
cludes 10,500  inmates  housed  outside  of  BOP  facilities  on  a  contract  basis  and 
92,500  inmates  housed  in  BOP  prisons. 

The  increase  in  the  inmate  population  over  the  past  decade  is  attributable  to  sev- 
eral factors  including:  Federal  criminal  justice  initiatives;  longer  sentences;  in- 
creases in  the  number  of  drug  offenders;  and  ever  greater  number  of  non-citizen  in- 
mates. Currently,  our  largest  increases  are  in  weapons  offenders. 

Since  1981,  the  number  of  drug  offense  convictions  and  the  actual  average  time 
served  for  these  offenses  have  more  then  tripled.  The  combination  of  these  two  fac- 
tors accounts  for  over  three-fourths  of  our  prison  growth.  At  the  end  of  fiscal  year 
1995,  61  percent  of  BOP's  inmates  were  incarcerated  for  drug  related  offenses.  Addi- 
tionally, the  percentage  of  BOP  inmates  incarcerated  for  weapons  related  offenses 
has  nearly  doubled  since  1987,  from  approximately  5  to  10  percent  by  September 
30,  1995.  We  expect  this  trend  to  continue  as  the  Administration  continues  to  focus 
on  violent  crime,  particularly  gang  related  activities. 

Criminal  aliens  represent  approximately  25  percent  of  BOP's  inmate  population 
and  are  another  important  factor  in  its  growth.  The  majority  of  these  inmates  come 
from  Mexico,  Colombia  and  Cuban  and  over  75  percent  of  these  offenders  have  been 
sentenced  for  drug  law  violations.  Increasing  numbers  of  foreign  nationals  and  the 
difficulty  of  managing  some  of  these  offenders  in  BOP  custody,  has  placed  a  serious 
strain  on  our  limited  resources. 

BOP  continues  working  with  the  Executive  Office  for  Immigration  Review  (EOIR) 
and  Immigration  and  Naturalization  Service  (INS)  to  facilitate  the  completion  of  de- 
portation proceedings  prior  to  the  inmate's  release  date.  We  are  establishing  Institu- 
tion Hearing  Programs  (IHP's)  at  key  geographic  locations  to  maximize  resources 
and  minimize  the  number  of  inmate  transfers.  Currently,  18  percent  of  aliens  who 
have  completed  their  Federal  sentences  have  been  through  deportation  proceedings. 
Our  goal  in  the  next  three  years  is  to  reach  100  percent  of  aliens  who  are  entering 
the  Federal  Prison  System. 

PROGRESS  IN  REDUCING  OVERCROWDING 

Approximately  92,500  inmates  are  housed  in  BOP  facilities  that  by  double  bunk- 
ing standards  should  confine  only  75,100  inmates.  Thus,  the  major  objective  for  BOP 
is  to  continue  increasing  prison  capacity,  keeping  pace  with  projected  increases  in 
the  inmate  population  and  simultaneously  reducing  prison  overcrowding  to  a  more 
manageable  level.  We  continue  to  use  halfway  houses,  contract  detention  and  other 
community  options,  and  to  expand  capacity  at  existing  institutions  where  possible. 

I  am  proud  to  report,  with  the  resources  you  have  provided,  we  have  made  sub- 
stantial progress  in  adding  additional  capacity  and  reducing  overcrowding.  From 
last  fiscal  year  to  date,  Federal  prison  capacity  increased  by  over  10,300  beds.  BOP 
activated  two  detention  centers;  five  medium  security  prisons;  three  low  security 
level  facilities;  and  the  new  administrative  maximum  security  prison  located  in  Flor- 
ence, Colorado. 

HEALTH  CARE  INITIATES 

BOP,  like  other  prison  systems  and  private  citizens  in  this  country,  is  working 
to  control  escalating  health  care  costs.  Unfortunately,  inmate  populations  have  ex- 
hibited high  risk  behavior  before  incarceration,  a  result  of  drug  and  substance  abuse 
and  infectious  diseases.  This  coupled  with  an  aging  population  and  longer  sentences, 
has  prompted  the  BOP  to  work  diligently  at  preventing  large  medical  cost  increases 
normally  associated  with  these  chronic  conditions. 

During  the  period  from  fiscal  year  1990  to  fiscal  year  1994,  our  total  medical 
budget  increased  by  over  90  percent.  The  majority  of  this  growth  was  due  to  our 
increasing  inmate  population.  Our  average  cost  per  inmate  increased  about  30  per- 
cent over  these  four  years,  which  approximates  the  level  of  inflation  within  the  pri- 
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vate  medical  community.  A  significant  portion  of  those  increases  are  related  to  our 
extensive  use  of  community  hospitals  located  near  our  institutions. 

In  order  to  contain  future  costs,  we  have  undertaken  an  initiative  along  with  the 
Department  of  Defense  and  the  Department  of  Veteran  Affairs  to  share  telemedicine 
technology  in  providing  medical  care  to  our  inmates.  BOP  is  also  undertaking  a 
major  health  care  privatization  pilot  project.  We  will  completely  privatize  all  medi- 
cal services  at  our  new  prison  complex  in  Beaumont,  Texas  to  determine  if  savings 
can  be  generated.  In  summary,  we  are  working  in  several  ways  to  control  medical 
costs  through  more  effective  managed  care,  use  of  cost  effective  new  technologies 
and  use  of  private  medical  providers  obtained  through  competitive  procurement. 

MAINTAINING  EXISTING  FACILITIES 

We  are  not  requesting  a  program  increase  for  our  Modernization  and  Repair  pro- 
gram. Instead,  we  are  looking  at  ways  of  using  base  funding  to  repair  damage  from 
the  October  disturbances  and  add  other  security  enhancements.  Further,  we  plan 
to  complete  over  500  repair  and  improvement  projects  in  1997.  I  am  confident,  with 
your  assistance,  that  BOP  will  be  able  to  allocate  resources  so  the  most  critical 
projects  are  addressed. 


Mr.  Chairman,  the  budget  request  for  BOP  reflects  our  efforts  to  work  with  Con- 
gress and  the  Administration  to  control  the  escalating  costs  of  incarceration.  This 
request  includes  only  the  increase  necessary  to  add  Federal  inmate  capacity  and 
meet  requirements  of  the  law. 

The  increase  requested  for  1997  will  allow  BOP  to  activate  over  6,900  new  prison 
beds  and  reduce  overcrowding.  Additionally,  the  request  for  new  construction  will 
add  prison  beds  in  BOPs  most  overcrowded  region,  utilizing  a  former  military  base 
and  rejuvenating  the  local  economy. 

I  would  like  to  thank  you,  Mr.  Chairman,  and  the  Members  of  the  Subcommittee 
for  your  continued  support.  This  concludes  my  prepared  remarks,  and  I  would  be 
pleased  to  answer  any  questions  you  or  your  colleagues  may  have. 

Senator  Gregg.  Thank  you,  Director. 

Sorry,  we  are  going  forward  because  we  have  a  Budget  Commit- 
tee markup  at  the  same  time. 

ADDITIONAL  CONSTRUCTION  RESOURCES 

Director  Hawk,  could  you  tell  me  what  is  not  in  this  budget  that 
you  need  in  order  to  meet  your  projected  population  increases  for 
the  next  5  years?  And  are  there  facilities  that  you  need  that  you 
are  not  going  to  be  able  to  bring  forward?  Or  are  there  personnel 
needs  that  you  are  not  able  to  implement? 

Ms.  Hawk.  Senator,  to  be  very  candid,  we  are  very  comfortable 
with  our  projections  of  the  new  capacity  we  have  coming  along  with 
the  additions  of  the  construction  money  and  the  activation  money 
that  we  are  asking  for  here  in  the  fiscal  year  1997  budget.  We  right 
now  have  21  additional  prisons  that  have  been  either  partially  or 
fully  funded.  Those  will  be  coming  online  over  the  course  of  the 
next  3  years. 

That  will  bring  our  crowding  level  down  to  just  4  percent  over 
capacity  by  1999  and  the  year  2000.  Now,  if  we  project  out  past 
that,  then  you  can  see  that  our  crowding  level  starts  inching  its 
way  back  upward  again.  But,  we  feel  very  confident  that  if  those 
numbers  continue  to  look  as  though  they  are  accurate,  when  I  am 
back  before  you  again  next  year  in  1998,  we  will  undoubtedly  not 
be  shy  about  seeking  more  moneys  to  move  forward  for  institutions 
that  would  then  come  online  in  about  2002  or  2003. 

But  to  come  in  at  this  point  in  time  and  say  that  we  truly  need 
more  moneys  in  this  year's  budget  is  incorrect  I  would  honestly 
have  to  say  that  considering  the  fact  that  resources  don't  grow  on 
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trees,  we  are  very  comfortable  that  what  we  are  asking  for  will 
very  well  serve  us  through  2001. 

STATUS  OF  PROJECTS 

Senator  Gregg.  Could  you  have  your  staff  give  us  an  update  of 
the  21  facilities,  where  they  stand  with  projected  costs  versus  cost 
overruns  and  what  your  timeframes  are  and  all  the  projected  com- 
pletion dates? 

Ms.  Hawk.  Right.  We  can  get  that  to  you  and  present  it  for  the 
record. 

Senator  Gregg.  OK. 

[The  information  follows:] 
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ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  GREGG.  If  there  are  any  additional  questions  they  will  be 
submitted  for  your  response. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 

Questions  Submitted  by  Senator  Judd  Gregg 
prison  activations 

Question.  Last  year,  a  combination  of  carryover  funds  and  delays  in  scheduled  ac- 
tivations allowed  Congress  to  cut  funding  for  BOP  salaries  and  expenses  by  almost 
$56  million  without  affecting  requested  program  levels.  What  are  BOP's  current  pro- 
jections for  work  slippages  and  end-of-year  carryover  balances? 

Answer.  Bureau  of  Prisons  (BOP)  projects  carryover  of  $40  million  for  activation 
related  activities  and  believes  the  fiscal  year  1997  request  can  be  reduced  by  ap- 
proximately $30  million  due  to  delays  in  activations. 

MODERNIZATION  AND  REPAIR  OF  EXISTING  FACILITIES 

Question.  The  fiscal  year  1997  request  includes  $89,446,000  for  modernization  and 
repair  of  existing  facilities.  Please  provide  the  Committee  with  a  list  of  your  priority 
projects  for  fiscal  year  1997. 

Answer.  BOP  received  $89,446,000  for  the  Modernization  and  Repair  program 
(M&R)  in  fiscal  year  1996,  and  the  fiscal  year  1997  request  level  is  slightly  less — 
$86,068,000.  The  smaller  request  provides  only  base  level  funding.  In  other  words, 
there  are  no  increases  requested  for  M&R  line  item  projects  (those  individual 
projects  over  $500,000). 

Base  level  funding  enables  BOP  to  undertake  repair  projects  as  needs  arise  at  ex- 
isting institutions,  ensuring  that  structures,  utility  systems,  and  other  plant  facili- 
ties are  kept  in  sound  condition.  Failure  to  maintain  structures  and  utility  systems 
adequately  erodes  capital  investment,  multiplies  the  costs  in  future  years  for  accom- 
plishing the  required  maintenance  and  repair,  and  can  cause  direct  and  indirect  se- 
curity problems.  For  fiscal  year  1997,  BOP  anticipates  closing  over  500  projects  and 
establishing  455  new  projects. 


Question.  What  is  the  projected  cost  of  closing  Lorton?  What  is  the  projected  cost 
of  renovating  the  facility?  How  would  the  proposed  renovation  affect  Lorton's  capac- 
ity over  the  next  5  years? 

Answer.  The  estimated  cost  to  construct  new  facilities  to  replace  Lorton  is  $629 
million.  Coupled  with  the  cost  of  operations  which  is  estimated  at  $611  million 
through  the  year  2000,  the  total  cost  of  closing  Lorton  would  be  $1.24  billion  by  the 
year  2000. 

We  estimate  that  the  renovation  of  a  complex  the  size  of  Lorton  would  approach 
between  $150  and  $300  million.  The  cost  of  operations  through  2000  added  to  that 
amount  brings  the  total  for  the  renovation  of  Lorton  to  between  $761  and  $911  mil- 
lion by  2000. 

It  is  reported  that  over  80  percent  of  the  population  housed  at  the  Lorton  facility 
are  medium  and  high  security  inmates.  The  majority  of  existing  housing  units  at 
the  Lorton  facility  are  dormitories  which  are  not  suitable  housing  for  this  caliber 
of  inmate.  Renovation  of  the  facility  would  include  converting  much  of  this  space 
to  cells  and  rooms,  which  will  inherently  reduce  the  capacity  of  the  prison. 

Question.  I  understand  that  roughly  7,000  inmates  are  currently  housed  at  the 
facility.  How  would  closure  of  the  facility  affect  prison  overcrowding  generally? 

Answer.  If  the  Lorton  complex  were  closed  and  BOP  were  to  absorb  the  D.C.  fel- 
ony population,  the  consequences  for  BOP  would  be  significant.  BOP's  medium  and 
high  security  level  facilities  are  very  overcrowded  at  39  percent  and  54  percent,  re- 
spectively, and  hold  inmates  who  are  the  greatest  threats  to  public  safety  and  the 
safety  of  staff  and  other  inmates.  Crowding  in  the  affected  BOP  facilities  could 
reach  as  high  as  172  percent  of  the  capacity  by  absorbing  the  Lorton  population, 
a  situation  which  would  be  an  extreme  threat  to  life  and  safety. 

Additionally,  significant  operational  difficulties  for  the  Federal  system  would  be: 
mixing  inmate  populations  with  greatly  disparate  sentence  good  time,  and  parole 
structures;  housing  large  numbers  of  inmates  great  distances  from  their  families 


264 

and  attorneys;  and,  a  significantly  increased  burden  for  the  U.S.  Marshals  Service 
(USMS)  in  moving  D.C.  inmates  to  and  from  Federal  prisons  and  the  U.S.  Parole 
Commission. 

DETENTION  SPACE 

Question.  Would  you  explain  how  the  BOP  works  with  INS,  the  USMS  and  other 
entities  on  solving  pretrial  and  administrative  detention  space  problems?  Are  these 
problems  becoming  more  severe?  In  your  view,  doesn't  the  Federal  Government  have 
an  incentive  to  help  build  non-Federal  prison  capacity? 

Answer.  During  the  past  14  years,  the  Federal  detainee  population  has  experi- 
enced unprecedented  growth  as  a  result  of  expanded  Federal  law  enforcement  initia- 
tives and  resources.  This  has  resulted  in  a  major  challenge  for  those  Federal  agen- 
cies responsible  for  detaining  prisoners. 

The  Department  of  Justice  established  the  Detention  Planning  Committee  to  ad- 
dress detention  needs.  The  heads  of  the  BOP,  USMS,  the  Immigration  and  Natu- 
ralization Service  (INS),  and  the  Executive  Office  for  Immigration  Review  (EOIR), 
along  with  a  representative  of  the  Executive  Office  of  U.S.  Attorneys  (EOUSA),  meet 
regularly  with  the  Office  of  the  Deputy  Attorney  General  and  Department  staff  to 
plan  and  discuss  detention  policy  issues.  Senior  managers  from  the  three  bureaus 
(BOP,  USMS,  and  INS)  have  established  a  close  working  relationship  to  identify  the 
most  crucial  needs  and  meet  more  frequently  (at  least  monthly)  to  share  operational 
concerns  and  coordinate  efforts. 

There  is  an  incentive  to  expand  correctional  capacity  to  ensure  adequate  space  for 
the  confinement  of  violent  offenders  at  the  state  and  local  level.  Federal  funding  to 
help  build  non-Federal  prison  capacity  is  available  through  the  state  prison  grants 
program  managed  by  the  Office  of  Justice  Programs. 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 
overcrowding/long-term  program 

Question.  Your  current  rate  of  "overcrowding"  is  about  23  percent.  Now,  as  I  un- 
derstand it,  that  means  that  in  medium  to  high  security  facilities,  you  have  more 
prisoners  sharing  cells  than  your  goal.  Further,  I  understand  your  goal  is  to  be  at 
about  11  percent  overcrowding — is  that  correct? 

Answer.  BOP's  medium  and  high  security  facilities  are  the  most  overcrowded  in 
the  Federal  prison  system  at  39  percent  (medium)  and  54  percent  (high)  over  capac- 
ity. BOP's  systemwide  overcrowding  target  goal  is  to  lower  overcrowding  and  reach 
15  percent  by  the  year  2005. 

Question.  By  the  year  2000  my  understanding  is  that  about  another  22,000  beds 
will  be  added  to  the  Prison  system  as  prisons  come  on  line.  Given  this  pipeline  of 
new  cell  capacity,  when  will  you  be  within  acceptable  levels  on  overcrowding? 

Answer.  Given  the  population  projection  and  the  anticipated  activation  of  new 
prisons,  by  the  end  of  fiscal  year  1997  the  Federal  Prison  System  will  be  at  an  ac- 
ceptable level  of  overall  overcrowding. 

Question.  The  Federal  Prison  System  has  gone  from  38,000  prisoners  in  1985  to 
103,000  this  year  to  125,000  prisoners  by  the  year  2000.  The  Bureau  of  Prison's 
budget  has  gone  from  $603  million  in  1985  to  $3.2  billion  in  1997.  At  what  point 
do  you  think  we  have  added  enough  prison  capacity  in  the  Federal  system? 

Answer.  The  Federal  inmate  population  continues  to  increase  and  our  projections 
show  that  it  will  reach  137,000  by  the  year  2005.  As  long  as  the  population  contin- 
ues to  rise,  BOP  will  need  to  increase  capacity  accordingly  and  keep  pace  with  that 
growth. 

Question.  In  your  opinion,  is  this  new  State  prison  program  likely  to  make  a  dif- 
ference because  State  prosecutors  may  be  more  willing  to  take  cases  instead  of  send- 
ing them  to  the  Federal  U.S.  Attorneys? 

Answer.  The  BOP  is  not  in  a  position  to  respond  to  this  question.  The  response 
below  was  provided  by  the  U.S.  Attorneys.  A  new  State  prison  program  may  make 
a  difference  if  States  are  required  to  reform  their  sentencing  and  parole  guidelines 
for  drug  and  violent  crime  offenses.  If  stiffer  sentences  are  imposed  they  may  reduce 
the  number  of  cases  prosecuted  in  Federal  courts. 

riots/disturbances 

Question.  Last  autumn,  several  BOP  correctional  facilities  were  rocked  by  violent 
riots. 
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Initial  reports  were  that  these  riots  were  caused  by  crack  cocaine  sentencing 
guidelines,  but  now  that  you  have  conducted  a  thorough  review,  what  have  you  de- 
termined the  causes  to  be? 

Answer.  We  have  been  carefully  analyzing  everything  that  occurred  leading  up  to 
the  disturbances  and  their  aftermath.  The  underlying  causes  of  these  disturbances 
were  complex,  and  as  was  the  case  with  previous  major  BOP  disturbances,  defined 
by  external  factors.  It  appears  that  some  inmates  were  involved  because  of  their  be- 
lief that  disparities  in  cocaine  sentencing  policies  are  unfair.  Many  inmates  also  re- 
garded recent  changes  in  the  criminal  justice  system,  such  as  mandatory  minimum 
sentences,  the  restrictions  on  selected  inmate  programs  and  the  attendant  media 
focus  on  perceived  racial  bias  in  sentencing  and  prosecution  as  highly  negative  de- 
velopments. At  every  institution  where  these  disturbances  occurred,  there  were  sig- 
nificant numbers  of  inmates  serving  lengthy,  non-parolable  sentences  for  drug  and 
weapon  offenses,  many  of  whom  had  gang  associations  or  histories  of  violence.  Re- 
gardless of  inmate  motivations,  our  mission  is  to  operate  safe  and  secure  Federal 
prisons.  Inmates  who  played  key  roles  in  these  disturbances  will  be  prosecuted 
where  possible,  and  most  have  already  been  transferred  to  higher  security  institu- 
tions. 

Question.  In  the  recently  passed  Omnibus  appropriations  bill,  there  was  a  provi- 
sion that  prohibits  the  Bureau  from  allowing  the  following:  weight  lifting  equipment 
and  training;  electronic  musical  instruments;  rated  R  or  X  movies;  and  in  cell  coffee 
pots. 

Are  we  going  to  have  additional  disturbances  in  the  prison  system  when  these 
changes  hit? 

Answer.  To  prepare  for  these  changes,  BOP  implemented  revised  activities  guide- 
lines in  November  1995.  Institution  staff  have  been  encouraged  to  develop  alter- 
native programs  that  may  redirect  inmate  involvement  from  program  activities 
being  phased  out  to  new  activities,  which  help  maintain  inmate  discipline  and  pro- 
vide constructive  pursuits  that  effectively  occupy  inmates'  time. 

As  accessibility  to  certain  equipment  and  activities  decreases,  the  potential  of  in- 
mate tension  over  limited  equipment  increases.  Other  staff  will  have  to  assist  recre- 
ation staff  in  the  supervision  of  these  activities  and  be  alert  to  any  problems.  Good 
interdepartmental  communication  will  help  to  defuse  small  problems  before  they  es- 
calate. 

Question.  The  conferees  intentionally  did  not  reduce  your  budget  for  carryover 
($47  million),  which  was  done  to  other  agencies  and  bureaus,  because  of  our  recogni- 
tion that  these  riots  would  require  extraordinary  costs.  What  did  these  riots  ulti- 
mately cost  the  Bureau? 

Answer.  In  fiscal  year  1996,  the  conferees  did  reduce  BOP's  appropriation  by  $47 
million,  as  an  offset  to  the  carryover  funding  from  fiscal  year  1995.  We  estimate  the 
October  1995  disturbances  cost  BOP  nearly  $40  million. 

UNOBLIGATED  BALANCES 

Question.  At  the  end  of  fiscal  year  1992,  your  Buildings  and  Facilities  (B&F)  ac- 
count had  an  unobligated  balance  of  $1,684  billion.  And  by  the  end  of  fiscal  year 
1995,  you  were  able  to  bring  that  balance  down  to  $775  million.  And  during  that 
same  period,  the  Prison  B&F  account  received  an  additional  $885  million  in  new 
appropriations. 

So  it  looks  like  you  are  making  progress  winnowing  down  the  unobligated  balance 
pot  of  money,  but  that  you  are  stabilizing  at  a  balance  of  $700  million  or  so  in  unob- 
ligated appropriations. 

Why  not  skip  new  construction  appropriations  until  you  have  been  able  to  obligate 
dollars  that  were  provided  in  previous  fiscal  years? 

Answer.  We  believe  the  new  construction  process  would  be  considerably  slowed 
and  perhaps  halted  if  firm  commitment  of  construction  funds  does  not  occur  in  the 
earliest  stage  of  project  planning.  Additional  construction  is  needed  to  keep  pace 
with  the  growing  inmate  population  and  to  reduce  overcrowding.  New  construction 
projects  require  early  planning  and  secure  knowledge  that  construction  funding  is 
available  at  a  specific  amount.  Without  that  firm  commitment  of  funds,  communities 
are  less  receptive  to  a  prison  facility  and  are  not  willing  to  commit  their  funds  for 
community  infrastructure  improvements  to  support  the  new  facility.  The  nature  of 
the  B&F  budget  is  that  large  construction  projects  normally  require  three  to  five 
years  to  complete,  beginning  with  the  environmental  process,  procurement  of  Archi- 
tectural and  Engineering  (A&E)  firms,  A&E  design  and  preparation  of  construction 
documents,  procurement  of  construction  and  the  actual  construction  phase.  Thus, 
while  funds  may  not  be  fully  obligated,  they  are  fully  committed  for  projects. 
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Question.  Why  doesn't  the  Bureau  wait  to  request  construction  appropriations 
until  you  are  ready  to  use  them? 

Answer.  Without  the  firm  commitment  for  a  specified  level  of  construction  fund- 
ing, communities  will  not  support  new  prison  projects  and  will  not  commit  their 
funds  to  infrastructure  improvements  which  will  support  the  new  facility.  In  addi- 
tion, it  is  not  possible  to  adequately  prepare  A&E  designs  without  full  knowledge 
of  the  level  of  funds  available,  since  the  funding  level  limits  the  size  and  scope  of 
the  facility. 

FEDERAL  PRISON  INDUSTRIES 

Question.  In  previous  years,  we  have  had  to  defend  Federal  Prison  Industries 
against  amendments  that  tried  to  prevent  products  from  being  sold  to  Federal  Gov- 
ernment agencies.  Then  last  year,  the  former  Chairman  went  in  the  other  direction 
and  decided  we  should  adopt  the  Chinese  model  and  have  our  prison  labor  compete 
directly  with  the  private  sector. 

Neither  of  these  proposals  succeeded,  but  they  do  point  out  that  Prison  Industries 
continues  to  be  an  area  of  interest. 

Now  as  I  understand  it,  your  goal  is  to  have  about  25  percent  of  the  Federal  in- 
mate population  work  for  Federal  Prison  Industries.  And,  while  you  are  expanding 
the  number  of  inmates  and  prison  beds,  I  understand  that  you  are  having  a  more 
difficult  time  finding  Federal  markets  as  the  Department  of  Defense  reduces  its  pro- 
curements. 

Are  my  facts  correct?  If  so,  how  are  you  doing  in  your  goal  of  getting  25  percent 
of  prisoners  employed  by  Federal  Prison  Industries? 

Answer.  Our  goal  is  to  have  Federal  Prison  Industries  (FPI)  employ  25  percent 
of  the  inmate  population  within  low,  medium,  and  high  security  BOP  facilities.  With 
few  exceptions,  this  excludes  Federal  Prison  Camps,  Federal  Medical  Centers,  and 
Federal  Detention  Centers  where  FPI  generally  does  not  have  operations.  We  have 
continued  to  meet  this  goal. 

While  it  is  a  continuing  challenge  to  find  the  needed  number  of  jobs  to  meet  a 
rapidly  growing  inmate  population,  FPI  has  managed  to  do  so  through  a  variety  of 
initiatives.  The  steps  FPI  has  taken  to  provide  the  necessary  new  jobs  have  in- 
cluded: increasing  its  market  efforts  to  non-DOD  agencies,  including  the  Depart- 
ment of  Justice;  enhancing  its  ability  to  provide  high  levels  of  service  to  all  its  cus- 
tomers and  deliver  its  products  in  a  timely  fashion;  expanding  in  service  areas,  such 
as  rebuilding  of  fork  lifts,  alternators  and  generators  for  the  military;  working  in 
partnership  with  the  private  sector  as  a  subcontractor  on  Federal  Government  con- 
tracts; expansion  in  some  of  its  traditional  industry  programs,  such  as  systems  fur- 
niture and  apparel;  diversifying  its  operations  through  the  introduction  of  proposed 
new  products,  including  steel  doors  and  shipping  and  storage  containers;  and  at- 
tempting pilot  efforts  in  new  areas  such  as  the  recycling  of  mattresses. 

Question.  Could  you  speak  a  little  about  other  benefits  of  Federal  Prison  Indus- 
tries, like  restitution  and  the  Inmate  Financial  Responsibility  Program  and  the  re- 
quirement for  continuing  education? 

Answer.  The  BOP  has  been  able  to  benefit  from  the  FPI  Program  by  using  FPI 
employment  to  encourage  inmates'  participation  in  various  programs. 

BOP  policy  on  financial  responsibility  requires  FPI  inmate  participation  in  a  fi- 
nancial plan  to  pay  their  obligations  and  to  contribute  50  percent  of  their  pay.  Fail- 
ure to  participate  requires  removal  from  UNICOR  and  a  mandatory  six-month  wait 
before  being  rehired. 

BOP  policy  on  literacy  requires  that  an  inmate  without  a  high  school  diploma  may 
only  be  assigned  to  FPI  if  the  inmate  is  participating  in  the  BOP  literacy  program. 
The  inmate  may  not  be  promoted  above  the  lowest  pay  grade  until  obtaining  a  GED 
or  high  school  diploma. 

Additionally,  the  BOP  Office  of  Research  and  Evaluation  (ORE)  has  recently  re- 
leased new  Post-Release  Employment  Project  (PREP)  data  dated  November  6,  1995, 
which  support  earlier  findings  that  prison  industries  and  vocational  training  pro- 
grams decrease  recidivism.  Most  notably,  the  new  data  shows  that  Federal  inmates 
who  participated  in  prison  industries  or  vocational  training  programs  had  a  survival 
rate  (time  spent  in  the  community  before  reincarceration)  that  was  at  least  20  per- 
cent greater  than  similar  inmates  who  did  not  participate  in  such  programs. 

PRIVATIZATION  OF  PRISONS 

Question.  Last  year  one  of  the  more  controversial  issues  in  our  bill  pertained  to 
having  contractors  run  all  low  to  medium  security  prisons. 
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What  is  the  status  of  this  policy?  Are  you  proposing  that  any  new  prisons  be 
"privatized."  Are  contractor  personnel  required  to  sign  a  "no  strike"  pledge?  What 
is  your  plan  for  the  Hawaii  prison?  Are  you  proposing  a  privatized  prison? 

Answer.  In  the  fiscal  year  1996  appropriations  process,  the  Administration  and 
Congress  agreed  to  conduct  a  pilot  project  whereby  several  Federal  prison  and  de- 
tention facilities  would  be  operated  by  private  contract.  However,  it  was  impossible 
to  develop  a  procurement  document  that  would  eliminate  the  risk  of  a  strike  or 
walk-out  by  corrections  officers.  Strikes  on  court  security  officer  contracts,  and  in- 
mate disturbances  in  several  of  the  Department's  short-term  detention  facilities  that 
are  already  privatized  led  to  the  conclusion  that  continuing  the  pilot  plan  would  not 
be  in  the  best  interest  of  the  public. 

On  June  5,  1996,  the  Department  notified  Congress  of  its  decision  to  staff  correc- 
tional facilities  with  Bureau  of  Prisons  employees  instead  of  having  a  private  con- 
tractor operate  those  facilities  planned  for  privatization.  Therefore,  no  further  facili- 
ties, including  Hawaii,  will  be  privatized. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

FEDERAL  PRISON  FUNDING  AND  NEW  MANDATORY  MINIMUM  SENTENCES 

Question.  The  President  recently  unveiled  his  1996  Drug  Control  Strategy  in 
Miami.  According  to  the  Attorney  General,  the  Administration  may  seek  new  man- 
datory minimum  sentences  for  possession  and  distribution  of  methamphetamines, 
similar  to  those  in  current  law  for  crack  cocaine.  Methamphetamine  distribution  is 
a  growing  problem  in  my  home  State  of  New  Mexico.  However,  I  am  concerned  that 
new  mandatory  minimum  sentences  will  cause  yet  another  burst  of  inmates  into  the 
Federal  system. 

If  indeed  new  mandatory  minimum  sentences  were  to  be  implemented,  how  would 
this  impact  current  conditions  in  Federal  prisons? 

Answer.  Sections  2,  3  and  5  of  the  proposed  Methamphetamine  Control  Act  of 
1996  would  impact  the  cost  and  population  of  the  Federal  Prison  System  by  adding 
approximately  2,060  to  2,120  new  inmates  between  fiscal  years  1996  and  2005.  Sec- 
tions 2  and  3  impose  significant  penalties  for  trafficking  in  methamphetamine  and 
its  precursor  chemicals,  and  Section  5  imposes  penalties  on  laboratory  operators 
who  improperly  handle  dangerous  chemicals. 

Question.  Is  the  current  system,  including  planned  new  construction,  capable  of 
handling  more  drug  prisoners? 

Answer.  BOP  estimates  that,  to  maintain  acceptable  levels  of  overcrowding,  ap- 
proximately $68.5  million  would  be  required  to  construct  a  1,152  bed  medium  secu- 
rity facility,  as  a  result  of  the  Act. 

Question.  If  not,  what  new  resources  would  the  BOP  need  to  meet  the  new  de- 
mand for  space  and  drug  treatment? 

Answer.  In  total,  construction  (as  outlined  above)  and  operating  costs  to  house  up 
to  2,120  new  inmates  would  be  about  $300  million. 

FEDERAL  ASSISTANCE  TO  STATES  FOR  PRISON  CONSTRUCTION 

Question.  I  understand  that  prison  overcrowding  has  become  a  problem  through- 
out the  Federal  system.  The  BOP's  latest  budget  request  hopefully  will  alleviate 
some  of  that  problem.  In  my  home  State,  State  prisons  and  jails  also  are  over- 
crowded. The  New  Mexico  Corrections  Department  has  been  forced  to  send  New 
Mexico  prisoners  to  Texas  for  brief  periods  because  of  extreme  overcrowding. 

What  Federal  resources  are  available  to  States  for  prison  construction  and  up- 
keep? 

Answer.  The  Violent  Offender  Incarceration  and  Truth-in-Sentencing  Incentive 
Grant  Program  makes  Federal  resources  available  to  the  states  to  build  or  expand 
correctional  facilities  to  increase  the  bed  capacity  for  violent  offenders,  to  build  or 
expand  temporary  or  permanent  correctional  facilities  for  the  confinement  of  non- 
violent offenders  and  criminal  aliens  to  free  existing  space  for  violent  offenders,  to 
build  or  expand  jails.  Approximately  $391  million  is  available  for  distribution  as  for- 
mula grants  to  the  states  in  fiscal  year  1996.  These  funds  may  be  used  for  construc- 
tion only.  The  funds  may  not  be  used  for  prison  upkeep  and  operation.  Over  $9  bil- 
lion is  authorized  for  this  program  for  fiscal  year  1997  through  fiscal  year  2000. 

Of  the  $617.5  million  available  in  fiscal  year  1996  for  the  Violent  Offender  Incar- 
ceration and  Truth-in-Sentencing  Grant  Program  there  are  two  substantial  set- 
asides.  First,  $200  million  is  set-aside  for  the  State  Criminal  Alien  Assistance  Pro- 
gram (SCAAP)  to  reimburse  state  and  local  jurisdictions  for  incarcerating  criminal 
aliens.  When  combined  with  the  $300  million  already  appropriated  for  SCAAP  in 
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1996,  the  reimbursements  available  to  State  and  local  jurisdictions  will  total  $500 
million.  Second,  $12.5  million  is  available  for  the  Cooperative  Agreement  Program 
(CAP)  to  reimburse  states  for  the  short-term  housing  of  Federal  prisoners  in  state 
institutions. 

Question.  How  can  states  work  together  with  the  Federal  Government  to  share 
the  limited  resources  available  for  prison  construction  and  upkeep? 

Answer.  Other  than  the  financial  resources  described  above,  we  are  not  aware  of 
any  other  funds  that  are  available  for  prison  construction  and  upkeep.  However, 
states  can  take  advantage  of  the  following  property  and  technical  resources  avail- 
able through  the  Federal  Government: 

Federal  Surplus  Real  Property. — The  program  makes  Federal  surplus  real  prop- 
erty available  to  states  and  local  jurisdictions  for  correctional  purposes.  As  military 
installations  and  other  Federal  property  becomes  available,  the  state  and  local  juris- 
dictions with  a  possible  interest  are  notified  of  availability. 

Contact:  Bureau  of  Justice  Assistance— Richard  Sutton  (202)  616-3214. 

Surplus  Property. — States  can  also  access  surplus  personal  property  including  fur- 
niture, computers,  blankets,  clothing,  etc. 

Contact:  State  Surplus  Property  Agency  in  New  Mexico — Oren  L.  Pruitt,  New 
Mexico  Federal  Property  Assistance  Program  (505)  827-4603. 

Corrections  Technology. — The  National  Institute  of  Justice  has  established  several 
technology  centers  to  make  technology  developed  by  the  Federal  Government  appli- 
cable and  available  to  state  and  local  law  enforcement  and  correctional  agencies. 

Contact:  National  Institute  of  Justice— David  Boyd— (202)  616-3214. 

Technical  Assistance. — Technical  assistance  to  help  state  and  local  correctional 
agencies  implement  "best  practices"  and  more  cost  effective  operations  is  available 
from  a  number  of  Federal  agencies,  including  the  Corrections  Program  Office,  the 
National  Institute  of  Corrections,  the  Bureau  of  Justice  Assistance,  and  the  Office 
of  the  Juvenile  and  Delinquency  Prevention. 

Contact:  Corrections  Technical  Assistance  Line— (800)  848-6325. 


Immigration  and  Naturalization  Service 

STATEMENT  OF  DORIS  MEISSNER,  COMMISSIONER 

SUMMARY  STATEMENT 

Senator  Gregg.  We  will  now  hear  from  you,  Ms.  Meissner. 

Ms.  Meissner.  Thank  you,  Mr.  Chairman. 

We  apologize  for  being  late.  We  got  caught  in  a  huge  crowd  of 
school  kids  coming  into  the  building. 

Senator  Gregg.  There  are  more  school  kids  in  this  building  and 
it  is  impossible  to  move  anywhere  in  this  building. 

Ms.  Meissner.  It  is  good  for  democracy  but  not  for  hearings. 

Senator  GREGG.  And  let  us,  on  behalf  of  the  committee,  express 
our  condolences  to  your  loss.  There  is  not  much  we  can  say  to 
change  the  situation,  but  please  know  that  we  very  much  appre- 
ciate your  professionalism  and  we  appreciate  your  continuing  to 
pursue  your  Commissioner's  role  during  this  very  difficult  time  and 
thank  you  for  that,  and  express  our  condolences. 

Ms.  Meissner.  Thank  you  very  much. 

Senator  Gregg.  Why  don't  you  tell  us  what  your  thoughts  are 
and  go  from  there? 

Ms.  Meissner.  Well,  thank  you  very  much  for  the  opportunity  to 
appear  here  before  you  to  report  on  the  progress  that  we  have 
made  and  the  challenges  that  we  currently  face  at  the  Immigration 
and  Naturalization  Service. 

With  strong  backing  and  commitment  from  President  Clinton, 
Attorney  General  Janet  Reno,  members  of  this  committee,  and  the 
Congress  we  have  ushered  in  a  new  era  at  the  INS,  an  era  of 
progress  and  achievement. 

Three  years  ago  we  developed  a  comprehensive  strategy  to  re- 
store integrity  to  our  immigration  laws,  close  the  doors  to  illegal 
immigration  and  to  protect  our  Nation's  important  immigrant  her- 
itage. With  your  support  we  have  been  successfully  implementing 
this  multiyear  program. 

MANAGEMENT  OF  INS 

We  focused  first  on  the  most  critical  problems.  The  need  for  im- 
proved management  of  the  INS,  effective  border  control,  efficient 
criminal  alien  removal,  and  reform  of  the  political  asylum  system. 
We  reorganized,  we  made  personnel  changes,  we  recruited  a  new 
leadership  team,  developed  a  strategic  plan,  and  established  man- 
agement systems  and  controls  to  implement  the  challenging  agen- 
da. We  committed  to  an  INS-wide  modernization  program  through- 
out our  Nation  and  technology  infusions  for  which  we  have  met  or 
exceeded  all  of  our  goals  to  date. 
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BORDER  CONTROL 

We  launched  and  continued  to  build  on  successful  border  oper- 
ations, Hold  the  Line  in  El  Paso,  Gatekeeper  in  San  Diego,  and 
Safeguard  in  Arizona,  designed  to  control  the  key  corridors  of  ille- 
gal immigration  across  the  Southwest  border. 

The  differences  are  dramatic.  We  have  increased  our  agent 
strength  from  less  than  4,000  to  over  5,200  today,  and  we  have  am- 
plified their  effectiveness  with  new  fencing,  roads,  lighting,  scopes, 
encryptic  radios,  and  sensors.  Our  IDENT,  fingerprint  identifica- 
tion system  is  now  tracking  repeat  crossers  and  catching  criminal 
aliens  across  the  Southwest  border. 

A  port  court  in  San  Diego  processes  illegal  immigrants  right  at 
the  border.  And  U.S.  attorneys  are  backing  up  our  border  enforce- 
ment with  the  aggressive  prosecution  of  smugglers  and  criminals 
who  reenter  the  United  States. 

In  January  of  this  year,  we  detailed  agents  to  Arizona  and  Cali- 
fornia as  an  advance  on  fiscal  year  1996  resources  to  be  deployed 
to  the  region.  This  enhancement  allowed  us  to  manage  the  border 
effectively  at  a  time  when  the  Mexican  economic  situation  and  sea- 
sonal crossing  patterns  to  the  United  States  created  a  potentially 
dangerous  situation.  We  have  stepped  up  our  attack  on  alien  smug- 
glers. 

We  are  very  grateful  to  both  of  the  Appropriations  Committees 
of  Congress  for  providing  us  the  flexibility  to  temporarily  move 
these  agents  and  these  resources  to  these  areas  of  urgent  need. 
Today,  the  Southwest  border  is  harder  to  cross  illegally  than  at  any 
time  in  history.  We  are  closing  off  major  corridors  of  illegal  immi- 
gration. 

CRIMINAL  ALIEN  REMOVAL 

We  have  also  built  a  strong  institutional  hearing  program  in  five 
major  States  where  we  have  developed  partnerships  with  State  and 
local  governments  and  worked  with  the  U.S.  attorneys  around  the 
country  to  crack  down  on  criminal  aliens  and  deport  as  many  as 
possible  directly  from  prison.  Last  year,  we  removed  almost  32,000 
criminal  aliens  from  the  United  States.  This  year,  that  record  will 
improve  significantly. 

ASYLUM  REFORM 

Three  years  ago,  illegal  immigrants  used  our  asylum  system  as 
a  vehicle  to  stay  in  the  United  States  and  receive  authorization  to 
work.  After  1  year  of  asylum  reform,  new  asylum  claims  decreased 
by  57  percent  and  we  have  been  completing  over  80  percent  of  all 
new  applications  within  60  days.  The  asylum  reform  has  removed 
incentives  for  fraudulent  or  frivolous  asylum  applications  and  re- 
stored discipline  in  the  system.  We  are  now  working  off  a  backlog 
that  is  no  longer  growing  for  the  first  time  in  a  decade. 

The  progress  that  we  have  made  on  each  of  these  four  fronts 
demonstrates  our  ability  to  implement  aggressive  new  policies  re- 
sponsively  and  effectively.  We  are  now  building  on  that  record  of 
progress  with  substantial  new  resources  in  fiscal  year  1996.  The 
fiscal  year  1996  budget  allows  us  to  put  into  place  the  next  key  ele- 
ments of  a  comprehensive  strategy  and  implement  a  program  that 
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brings  the  American  people  a  balanced,  coherent  immigration  pol- 
icy, one  that  deters  illegal  immigration  and  supports  legal  immi- 
gration. 

GROWTH  MANAGEMENT 

This  year,  more  than  any  other,  the  success  of  our  efforts  on  the 
border,  in  the  workplace,  in  removals,  and  in  the  citizenship  arena 
depend  on  one  crucial  factor:  effectively  managing  the  agency's  per- 
sonnel growth.  Over  the  past  year,  we  have  implemented  a  growth 
management  plan  that  is  working.  We  are  meeting  the  ambitious 
goals  that  we  have  set  and  maintaining  high  standards  in  our  hir- 
ing and  training  processes. 

Through  April,  600  Border  Patrol  agent  trainees  have  started 
training  at  Glynco  and  our  overall  agency  staffing  has  grown  by 
over  1,600  employees  since  the  start  of  the  fiscal  year.  Just  last 
month,  we  inaugurated  the  Charleston  training  facility  on  time. 
There  is  no  better  example  of  how  Government  agencies  can  work 
together  with  innovation,  speed,  and  efficiency  to  meet  the  need  for 
a  qualified,  professional,  and  trained  work  force.  The  new  staff  we 
are  hiring  will  allow  us  to  continue  the  work  that  we  have  begun 
in  border  control,  in  removing  aliens,  in  work-site  enforcement,  and 
in  improved  services  to  legal  immigrants. 

Let  me  briefly  describe  the  new  elements  of  our  strategy  that  we 
are  focusing  on  this  year.  First,  with  the  fiscal  year  1996  resources 
directed  to  the  Southwest  border  and  to  ports  of  entry  nationwide, 
we  are  marrying  enforcement  with  facilitation.  As  we  continue  to 
strengthen  border  enforcement,  we  are  working  to  facilitate  legal 
traffic  and  control  illegal  immigration  through  the  ports  of  entry. 

By  improving  procedures,  augmenting  our  staffing,  and  using 
high  technology  systems,  we  are  cutting  waiting  times  and  abuse, 
even  at  the  most  challenging  port  of  entry  that  we  have,  San 
Ysidro,  in  southern  California. 

Second,  fiscal  year  1996  resources  give  us  the  ability,  for  the  first 
time,  to  back  up  our  work  on  the  border  with  aggressive  enforce- 
ment of  our  immigration  laws  in  the  workplace.  Last  year,  we  re- 
moved close  to  12,000  illegal  workers  from  jobs  that  belonged  to 
legal  workers.  This  year,  with  a  doubling  of  our  investigative  staff, 
a  new  Presidential  Executive  order  and  a  strategy  to  target  abusive 
employers,  we  are  reducing  the  job  magnet  that  draws  illegal  immi- 
grants into  the  country.  In  March,  we  issued  a  record  fine  of  $1.5 
million  on  a  janitorial  services  company  based  in  New  York.  We  are 
continuing  to  build  major  civil  and  criminal  cases  against  abusive 
employers  and  we  are  working  with  Congress  to  increase  penalties 
for  employer  sanctions  violators. 

At  the  same  time,  we  are  continuing  to  help  employers  who  want 
to  comply  with  the  law  by  bringing  the  verification  information  sys- 
tems up  to  1,000  employers  this  fiscal  year  and  strengthening  the 
security  of  the  work  authorization  document. 

A  third  and  major  challenge  for  this  fiscal  year  is  to  broaden  our 
removal  efforts  and  to  restore  integrity  to  the  deportation  process. 
We  are  removing  illegal  aliens  at  a  record  pace  for  the  second  year 
in  a  row.  In  fiscal  year  1995  we  removed  over  49,000  illegal  aliens, 
a  15-percent  increase  over  the  prior  year.  This  fiscal  year  we  are 
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well  on  our  way  to  removing  more  than  62,000,  an  increase  of  26 
percent  over  last  year. 

In  that  connection  we  have  revised  our  earlier  target  to  reflect 
a  number  of  factors,  including  a  better  understanding  of  legislative 
changes,  such  as  the  administrative  deportation  process,  increased 
detention  costs,  and  a  new  training  and  deployment  schedule  for 
deportation  officers. 

Our  proper  and  continuing  focus  for  removals  is  criminal  aliens. 
However,  it  is  important  to  enforce  deportation  orders  against  non- 
criminal aliens  as  well  to  restore  integrity  to  each  aspect  of  the  im- 
migration process.  With  increased  detention  capacity  this  year,  we 
have  expanded  our  removal  priority  to  include  failed  asylum  seek- 
ers, other  aliens  with  deportation  orders,  individuals  who  try  to 
enter  the  United  States  using  false  documents,  and  illegal  aliens 
whom  we  remove  from  the  workplace. 

While  our  goals  are  broad  and  ambitious,  there  are  provisions  in 
the  recently  enacted  antiterrorism  bill  that  could  inadvertently  un- 
dermine our  efforts  to  remove  illegal  aliens  from  the  United  States 
and  to  enforce  our  Nation's  immigration  laws  at  the  border  and  in 
the  workplace  in  a  balanced  way.  We  are  working  closely  with 
Members  of  the  House  and  the  Senate  with  the  hope  of  correcting 
these  statutory  problems. 

Finally,  this  year  we  are  coupling  our  overall  enforcement  with 
a  strong  emphasis  on  service  to  legal  immigrants.  This  is  especially 
important  in  the  citizenship  arena.  Last  year  citizenship  applica- 
tions were  up  88  percent  over  1994.  This  year,  applications  are  up 
an  additional  61  percent  in  the  major  cities. 

We  have  revamped  the  citizenship  program  to  handle  this  in- 
creased workload.  This  fiscal  year  we  expect  to  complete  1.2  million 
citizenship  applications,  doubling  the  number  we  completed  last 
year. 

Our  proposed  funding  for  next  year  continues  this  building  proc- 
ess. The  President  has  requested  a  budget  of  $3.1  billion  for  fiscal 
year  1997.  This  represents  an  increase  of  $428  million  or  16  per- 
cent over  fiscal  year  1996.  The  fiscal  year  1997  budget  is  carefully 
constructed  to  continue  our  program  growth  and  to  build  the  infra- 
structure that  supports  the  growth  we  have  begun  this  year. 

In  closing,  let  me  say  that  I  am  not  before  you  to  declare  that 
we  have  solved  all  of  our  problems.  But  I  am  here  to  declare  that 
we  are  squarely  on  the  right  track.  We  have  an  agency  with  a  core 
of  committed  public  servants  and  we  are  making  historic  progress 
on  every  front.  We  are  showing  that  ours  is  a  can-do  agency,  and 
with  proper  resources,  we  can  meet  the  tremendous  and  complex 
immigration  challenges  that  we  face  as  a  Nation. 

PREPARED  STATEMENT 

We  are  very,  very  grateful  to  you  and  to  this  committee  for  your 
expert  attention,  support,  and  direction  as  we  navigate  our  course. 

Thank  you  very  much  and  I  would  be  pleased  to  answer  your 
questions. 

[The  statement  follows:] 
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Prepared  Statement  of  Doris  Meissner 
introduction 

Thank  you  Mr.  Chairman,  and  Members  of  the  Subcommittee,  for  the  opportunity 
to  appear  before  you  today  to  discuss  the  President's  fiscal  year  1997  budget  request 
for  the  Immigration  and  Naturalization  Service  (INS). 

Mr.  Chairman,  I  have  now  been  with  INS  for  almost  three  years.  In  those  three 
years  there  have  been  dramatic  changes.  Fortunately,  INS  has  been  a  "top  priority" 
of  the  President  and  Congress  over  the  last  three  years.  Today,  it  is  extremely  re- 
warding to  know  that,  with  the  leadership  provided  by  this  Administration,  and  the 
support  from  you  and  other  Members  of  the  Subcommittee,  increased  resources  have 
been  provided  to  implement  an  effective  immigration  policy  that  enforces  our  Na- 
tion's immigration  laws.  We  are  transforming  INS,  to  enable  the  institution  to  work 
efficiently  to  serve  the  American  people. 

Mr.  Chairman,  the  fiscal  year  1997  budget  I  present  to  you  today  continues  to 
build  upon  our  three-year  effort  to  strengthen  our  borders,  increase  our  enforcement 
efforts  in  the  American  workplace,  remove  criminal  and  other  deportable  illegal 
aliens  from  our  streets  and  prisons,  and  process  record  numbers  of  applications  for 
citizenship  and  legal  entry  into  our  country. 

ACHIEVEMENTS 

Before  I  begin  discussing  the  1997  budget  request,  I  would  like  to  take  a  moment 
to  identify  several  notable  milestones  that  INS  has  recently  achieved  that  dem- 
onstrate how  we  have  used  our  expanded  resources  to  build  an  effective  immigration 
system. 

PROFESSIONALISM 

First,  I  want  to  thank  the  Members  of  the  Subcommittee  for  working  with  the 
Attorney  General  and  me  to  develop  a  plan  for  hiring  the  additional  personnel  need- 
ed to  support  the  President's  Immigration  Strategy. 

In  1994,  the  Attorney  General  and  I  announced  a  multi-year  border  enforcement 
plan  committing  this  Nation  to  a  comprehensive  border  enforcement  strategy.  Fore- 
most in  this  strategy  has  been  the  collective  commitment  to  increase  the  number 
of  Border  Patrol  agents  on  the  front  line.  Under  the  Administration's  strategic  plan, 
Border  Patrol  staffing  will  rise  by  over  67  percent,  to  more  than  6,600  agents,  from 
1993  to  1997.  Today,  INS  is  on  track  with  its  hiring  plan. 

I  cannot  emphasize  enough,  that  professionalism  in  managing  personnel  resources 
is  a  top  priority  of  this  agency.  Everything  else  in  the  immigration  initiative  de- 
pends on  hiring,  training,  and  assimilating  these  people  into  our  workforce.  To  man- 
age this  growth  we  have  put  into  place  a  comprehensive  plan,  in  which  new  agents 
are  being  hired  on  an  ongoing  basis  to  meet  the  1996  target  outlined  by  the  Attor- 
ney General  last  March. 

As  the  Attorney  General  promised,  we  have  successfully  met  our  1995  goal  of  hav- 
ing 4,829  Border  Patrol  agents  trained  and  on  board.  In  fact,  we  had  4,881  agents 
on  board  at  the  end  of  fiscal  year  1995,  exceeding  the  target  by  52  agents.  In  1996, 
we  are  on  the  way  to  reaching  our  end  of  year  goal  of  5,678  agents.  This  includes 
training  1,480  new  agents  in  1996,  the  most  ever  in  a  single  year.  As  of  April  13, 
we  had  5,233  Border  Patrol  agents  on  board.  This  is  a  "net  new"  of  352  agents  since 
the  start  of  the  fiscal  year.  So  far,  600  agents  in  12  classes  have  begun  training  this 
fiscal  year  at  the  Border  Patrol  Academy  in  Glynco,  Georgia.  An  additional  11  Bor- 
der Patrol  classes  are  scheduled  to  begin  at  Glynco  in  the  remainder  of  fiscal  year 
1996. 

To  further  facilitate  INS'  hiring  goals  and  the  infusion  of  new  Border  Patrol 
agents,  I  am  especially  pleased  to  report  the  opening  of  the  new  satellite  training 
facility  at  Charleston,  South  Carolina,  last  month.  This  new  facility  has  begun  to 
train  the  first  of  500  Immigration  officers  and,  in  August,  will  begin  providing  the 
additional  capacity  needed  to  train  the  large  numbers  of  Border  Patrol  agents  being 
hired.  Six  Border  Patrol  classes  are  scheduled  to  begin  at  the  Charleston  facility  in 
the  last  two  months  of  fiscal  year  1996.  Construction  of  necessary  improvements  is 
on  schedule  and  on  target. 

These  agents  have  been  integrated  into  our  comprehensive  border  control  strat- 
egy, which,  by  concentrating  on  the  major  corridors  of  illegal  immigration,  has  made 
those  points  harder  to  cross  than  ever  before. 

The  benefits  that  result  from  focusing  additional  resources  on  new  Border  Patrol 
staffing  and  equipment  can  be  clearly  seen  in  INS'  accomplishments  from  fiscal  year 
1995.  Hours  dedicated  specifically  to  linewatching,  by  agents  working  directly  along 
the  border,  increased  by  nearly  10  percent  in  fiscal  year  1995.  The  Border  Patrol 
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made  over  1.3  million  apprehensions  for  the  year.  We  held  the  line  in  San  Diego, 
in  El  Paso  and  in  locations  in  between  despite  unprecedented  pressure  due  to  Mexi- 
can economic  problems.  Similarly  this  year,  we  have  contained  the  pressure  in  San 
Diego  and  protected  urban  areas  across  the  border  with  a  mobile  response  to  pres- 
sure as  it  occurs. 

REMOVAL  OF  ILLEGAL  ALIENS 

The  removal  of  criminal  and  illegal  aliens  is  one  of  the  key  components  of  INS' 
comprehensive  strategy  to  prevent  and  deter  illegal  migration.  In  fiscal  year  1995, 
this  objective  resulted  in  a  record  number  of  49,573  overall  removals  from  the  coun- 
try, including  31,915  criminal  aliens.  This  removal  effort  has  increased  the  total 
number  of  aliens  removed  from  1993  through  March  1996  by  168,805.  As  of  March 
of  this  fiscal  year,  there  has  been  31,392  overall  removals,  of  which  14,979  have 
been  criminal  alien  removals,  putting  INS  on  target  to  exceed  the  62,000  total  re- 
moval goal  for  fiscal  year  1996. 

Since  1993,  a  key  component  of  the  criminal  removal  initiative  has  been  a  more 
expeditious  removal  of  the  criminal  alien  inmate  population  incarcerated  in  Federal 
and  State  prisons  and  local  correctional  facilities.  The  primary  strategy  to  expedite 
the  deportation  of  these  criminal  aliens  has  been  the  enhanced  Institutional  Hear- 
ing Program  (IHP). 

The  IHP  is  an  innovative,  on-site  prison  hearing  program  in  which  deportation 
hearings  are  conducted  while  inmates  serve  their  sentences.  The  program  led  to  the 
removal  of  over  9,500  criminal  aliens  in  1995,  which  represents  more  than  a  59  per- 
cent increase  over  IHP  removals  in  fiscal  year  1994. 

WORKSITE  ENFORCEMENT 

To  more  effectively  control  the  border,  we  must  also  strongly  enforce  employer 
sanctions  and  labor  standard  laws  in  the  workplace.  We  are  putting  muscle  behind 
worksite  enforcement  laws  to  return  American  jobs  to  legal  workers.  Last  year  ex- 
emplified this  commitment  as  INS  completed  113  percent  of  the  targeted  number 
of  investigations  of  high  risk  employers  and  identified  potential  violator  cases.  INS 
completed  over  5,900  employer  sanctions  cases  for  the  year  and  issued  approxi- 
mately 1,425  fines  to  employers  who  knowingly  hired  illegal  aliens  or  violated  the 
laws  pertaining  to  employer  sanctions. 

In  addition,  INS  reviews  of  previous  workplace  violators  increased  to  426,  or  150 
percent  of  the  initial  target  set  for  fiscal  year  1995,  a  205  percent  increase  over  the 
number  pursued  in  fiscal  year  1994.  A  new  emphasis  was  placed  on  interagency  ef- 
forts in  fiscal  year  1995,  aimed  at  stopping  major  violators  in  industries  with  a  his- 
tory of  employing  unauthorized  workers.  With  the  Department  of  Labor's  assistance, 
INS  addressed  illegal  employment  and  the  exploitation  of  labor,  resulting  in  480 
joint  investigations  for  fiscal  year  1995.  Through  February  of  this  fiscal  year,  INS 
has  initiated  1,427  investigations,  which  has  led  to  the  arrest  of  3,900  illegal  work- 
ers and  289  Notices  of  Intent  to  Fine  (NIF). 

The  success  of  worksite  enforcement  efforts  in  fiscal  year  1995  was  also  due  to 
the  use  of  new  deterrence  strategies  in  geographic  areas  and  industries  not  pre- 
viously targeted,  and  in  the  removal  of  illegal  workers  while  backfilling  jobs  with 
legal  workers.  The  byproduct  of  these  innovative  strategies  includes  the  removal  of 
more  than  11,000  illegal  workers  from  jobs  in  worksites  across  the  country. 

In  one  major  initiative,  Operation  SouthPAW  (Protect  America's  Workers),  over 
4,000  illegal  aliens  were  apprehended.  These  apprehensions  resulted  in  making  over 
$55  million  in  wages  available  to  U.S.  citizens  and  other  authorized  workers.  Oper- 
ation SouthPAW  addressed  illegal  employment  in  industries  in  the  southern  States 
of  Mississippi,  Tennessee,  Georgia,  Alabama,  Arkansas  and  northern  Florida — areas 
which  are  not  normally  subject  to  major  worksite  enforcement  activity. 

Operation  Jobs,  a  major  initiative  launched  in  the  Dallas  area  and  expanded  to 
18  States,  established  opportunities  for  employers  to  ensure  their  workforce  is  au- 
thorized. Operation  Jobs  resulted  in  the  removal  of  nearly  5,000  illegal  employees 
from  the  workplace  and  the  subsequent  establishment  of  new  jobs  for  legal  workers. 
This  innovative  approach  was  honored  with  the  Hammer  Award,  established  by  the 
National  Performance  Review  (NPR),  and  with  the  Ford  Foundation's  prestigious  In- 
novations in  American  Government  Award. 

Operations  such  as  these  demonstrate  INS'  commitment  to  work  with  employers 
who  have  identified  illegal  employees,  and  to  remove  illegal  workers  in  a  manner 
which  allows  the  employer  to  backfill  jobs  with  legal  workers,  while  avoiding  unnec- 
essary disruptions  of  their  businesses. 

The  INS  also  made  progress  in  its  efforts  to  improve  and  verify  the  documentation 
of  worker  status.  We  have  taken  steps  to  address  misuse  of  the  two  major  docu- 
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merits  used  in  the  process:  the  Employment  Authorization  Document  (EAD),  which 
documents  work  eligibility  for  a  wide  range  of  immigrants  and  non-immigrants;  and 
the  "green  card",  which  documents  legal  permanent  residence.  INS  re-designed  the 
EAD  and  re-engineered  the  process  for  its  issuance  to  increase  security  and  effi- 
ciency and  to  create  a  data  base  that,  in  the  future,  will  provide  a  more  accurate 
and  timely  verification  of  authenticity.  Production  of  the  EAD  cards  will  begin  later 
this  summer.  In  fiscal  year  1997,  INS  will  complete  similar  efforts  for  the  "green 
card"  and  the  border  crossing  card. 

Increasing  INS'  ability  to  verify  document  authenticity  continues  to  be  a  major 
initiative  of  this  Administration.  To  support  employment-based  verification,  INS  ex- 
panded its  use  of  the  pilot  Employment  Verification  System  from  nine  employers  to 
200  in  fiscal  year  1995  and  plans  to  have  up  to  1,000  employers  on  the  pilot  by 
year's  end. 

TECHNOLOGY  IMPROVEMENTS 

I  am  also  very  pleased  to  report  to  you  today  that  INS'  prototype  fingerprint  iden- 
tification system  or  IDENT,  which  we  began  deploying  in  San  Diego,  has  now  been 
implemented  along  the  entire  Southwest  border,  two  months  ahead  of  schedule. 
IDENT  is  an  automated  identification  system  which  uses  stored  fingerprints  and 
photographs  to  rapidly  and  accurately  identify  criminal  aliens  and  repeat  crossers 
that  we  have  apprehended.  It  also  allows  immigration  officers  for  the  first  time  to 
statistically  track  changes  in  border  crossing  patterns  and  to  aid  resource  deploy- 
ment decisions.  This  technology  has  already  yielded  significant  results  for  INS'  bor- 
der enforcement  efforts  by  allowing  us  to  prosecute  criminal  aliens  who  are  repeat 
illegal  entrants,  rather  than  simply  turning  them  back  at  the  border.  In  San  Diego, 
where  the  IDENT  system  has  been  piloted,  more  than  2,000  aliens  have  been  identi- 
fied from  our  lookout  database  in  less  than  one  year.  Through  April  16,  1996,  INS 
has  established  an  alien  recidivism  database  of  322,671  records  and  a  criminal  alien 
lookout  database  of  39,971  records  on  the  IDENT  system.  With  its  implementation 
along  the  entire  Southwest  border,  IDENT  provides  our  agents  with  a  significant 
tool  to  support  efforts  to  secure  our  Nation's  borders. 

I  am  also  very  proud  that  INS  achieved  its  fiscal  year  1995  goal  of  installing 
standard  hardware,  software,  and  communication  platforms  at  92  INS  locations,  in- 
cluding eight  Asylum  sites.  In  addition,  we  placed  video  teleconferencing  capabilities 
at  seven  Institutional  Hearing  Program  (IHP)  locations  in  fiscal  year  1995.  These 
infrastructure  deployments  will  greatly  improve  our  customer  response,  information 
sharing,  coordination  among  operation  elements,  and  employee  productivity.  With- 
out these  important  technology  investments,  our  INS  employees  cannot  continue  to 
increase  their  productivity  and  effectiveness. 

NATURALIZATION  SERVICES 

It  is  critical  that,  while  INS  is  building  a  stronger  enforcement  mechanism  along 
the  border  and  in  the  workplace,  we  continue  support  for  the  legal  immigration 
process. 

Beginning  in  1993,  INS'  naturalization  priority  has  been  focused  on  increasing  the 
resources  dedicated  to  citizenship  activities,  and  increasing  productivity  through  a 
re-engineering  of  the  naturalization  process.  These  efforts  gained  a  new  level  of  ur- 
gency and  scale  as  INS  experienced  unprecedented  increases  in  naturalization  appli- 
cations in  fiscal  year  1995.  We  had  an  88  percent  increase  in  applications  for  natu- 
ralization over  fiscal  year  1994,  from  585,609  to  over  1,000,000  in  fiscal  year  1995. 
In  addition,  we  processed  a  record  number  of  500,000  new  citizenship  applications 
in  fiscal  year  1995,  a  doubling  since  1992. 

To  meet  the  challenge  presented  by  the  increase  in  applications,  INS  launched  the 
Citizenship  USA  project  last  year.  The  goal  of  Citizenship  USA  is  to  ensure  that 
by  the  end  of  the  summer  of  1996,  eligible  applicants  will  become  new  citizens  with- 
in six  months  of  filing  their  applications. 

Since  August,  the  citizenship  workforce  in  the  five  key  cities  including  Los  Ange- 
les, New  York,  Miami,  San  Francisco,  and  Chicago,  has  increased  from  236  to  791 
positions,  a  235  percent  increase.  Through  January  31,  1996,  these  five  key  cities 
accounted  for  146,800  Form  N-400  applications  processed  servicewide,  representing 
a  61  percent  increase  over  the  number  of  Form  N-400's  processed  during  the  same 
time  period  last  fiscal  year. 

ASSISTANCE  TO  STATES 

During  fiscal  year  1995,  we  tested  the  Law  Enforcement  Support  Center  (LESC), 
which  is  located  in  Burlington,  Vermont.  Last  year,  it  received  and  processed  14,690 
status  inquiries  from  the  pilot  State  of  Arizona.  The  LESC  will  assist  State  and 
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local  law  enforcement  agencies  in  determining  the  immigration  status  of  serious  fel- 
ons or  suspected  aggravated  felons.  Performance  to  date  demonstrates  the  capability 
of  INS  systems  to  identify  and  respond  to  inquiries  and  establishes  a  basis  for  fur- 
ther incremental  expansion  in  fiscal  year  1997. 

ASYLUM  REFORM 

This  Administration  inherited  a  broken  asylum  system  that  invited  tens  of  thou- 
sands of  fraudulent  applications.  With  the  efforts  over  the  past  year,  we  now  have 
an  asylum  process  that  preserves  the  fundamental  legal  protections  for  asylum 
seekers  and  thwarts  abuse  of  the  system.  During  calendar  year  1995,  asylum  re- 
forms resulted  in  a  57  percent  reduction  in  the  number  of  new  asylum  claims  filed 
with  INS.  (These  totals  do  not  include  filings  under  the  special  procedures  required 
for  certain  Guatemalan  and  Salvadoran  nationals  under  the  1991  settlement  agree- 
ment in  American  Baptist  Churches  v.  Thornburgh.  Those  special  application  provi- 
sions ended  January  31,  1996.)  In  addition,  INS  asylum  officers  more  than  doubled 
their  productivity,  completing  126,000  cases  during  calendar  year  1995,  compared 
with  61,000  in  the  previous  year,  and  they  resulted  in  84  percent  of  INS  asylum 
cases  being  processed  within  a  60-day  period. 

These  are  just  several  of  the  many  achievements  which  INS  has  realized  since  I 
appeared  before  you  last  year.  I  hope  these  examples  illustrate  the  commitment  and 
focus  which  each  of  us  at  INS  has  brought  to  the  ongoing  effort  to  curtail  illegal 
immigration,  expedite  removal  of  illegal  aliens,  reform  the  asylum  system,  enforce 
immigration  laws  in  the  workplace,  and  facilitate  legal  immigration  and  naturaliza- 
tion. 

FISCAL  YEAR  1997  BUDGET 

Now,  I  will  turn  to  the  fiscal  year  1997  budget  and  initiatives  included  in  our  re- 
quest. For  fiscal  year  1997,  we  are  seeking  a  total  budget  of  $3.1  billion  and  26,508 
positions  for  INS  to  further  strengthen  the  Administration's  comprehensive  immi- 
gration strategy.  This  budget  represents  a  16  percent  increase  in  funding  and  a  five 
percent  increase  in  staffing  over  the  fiscal  year  1996  budget.  The  request  provides 
$428  million  in  additional  resources,  including  $333  million  in  new  initiatives,  and 
adds  a  total  of  1,889  additional  staff  positions. 

Mr.  Chairman,  the  budget  that  I  present  to  you  today  will  enable  INS  to  continue 
to  build  upon  the  Immigration  initiative  begun  in  1994  and  supported  by  Congress 
almost  in  its  entirety  as  recently  as  1996.  The  fiscal  year  1997  budget  request  pre- 
sents an  integrated  package  of  five  initiatives,  which  steps  up  immigration  law  en- 
forcement along  the  border  and  improves  service  and  enforcement  at  the  ports  of 
entry,  increases  criminal  alien  deportations,  expands  enforcement  of  worksite  sanc- 
tions against  employers  who  hire  illegal  workers,  improves  the  processing  of  natu- 
ralization and  benefits  applications,  and  provides  assistance  to  the  States.  For  the 
first  time,  the  INS  budget  requests  substantial  resources  to  restore  and  revitalize 
the  basic  infrastructure  of  INS,  which  has  been  severely  neglected  in  the  past  and 
is  strained  by  the  growth  of  the  officer  corps. 

BORDER  ENFORCEMENT  AND  MANAGEMENT 

For  border  functions,  the  fiscal  year  1997  budget  includes  an  increase  of  $163  mil- 
lion and  1,241  positions,  which  will  enable  INS  to  continue  to  support  the  Depart- 
ment's Southwest  Border  Initiative,  sustain  facilitation  and  control  at  ports  of  entry, 
and  promote  our  multi-year  border  control  strategy.  These  resources  will  continue 
our  aggressive  hiring  and  training  efforts,  bringing  on  board  an  unprecedented  num- 
ber of  Border  Patrol  agents  to  achieve  an  on  board  strength  of  over  6,600  Border 
Patrol  agents  by  the  end  of  fiscal  year  1997. 

Specifically  in  fiscal  year  1997,  INS  requests  resources  for  700  new  Border  Patrol 
agents  and  funding  for  126  previously  authorized  but  unfunded  Border  Patrol 
agents,  and  110  support  personnel.  All  of  the  agents  and  the  majority  of  the  support 
staff  will  be  deployed  to  the  Southwest  border. 

The  additional  placement  of  826  Border  Patrol  agents  in  fiscal  year  1997  will 
allow  INS  to  proceed  with  the  Southwest  Border  Initiative  and  continue  the 
progress  made  against  illegal  border  activities,  such  as  Operation  Gatekeeper  in  San 
Diego,  Operation  Safeguard  in  Arizona,  and  Operation  Hold  the  Line  in  El  Paso. 

The  request  will  also  allow  INS  to  move  into  Phase  III  of  the  overall  Strategic 
Border  Control  Plan  by  expanding  its  emphasis  along  the  Southwest  border  into 
New  Mexico,  Arizona,  remaining  locations  in  Texas,  and  the  eastern  portion  of  the 
California-Mexican  border. 

In  addition  to  the  increases  for  the  Border  Patrol,  the  fiscal  year  1997  budget  re- 
quests enhancements  in  the  following  areas: 
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— $12.3  million  to  fund  150  Inspectors  for  targeted  land  ports  of  entry  along  the 
Southwest  border  to  supplement  enforcement  activities,  preempt  unlawful  entry 
by  aliens,  stop  crossborder  drug  smuggling  and  facilitate  legal  crossings. 

— $17.6  million  to  fund  198  Inspectors  for  air  ports  of  entry  to  improve  border  fa- 
cilitation by  processing  passengers  through  primary  inspection  in  less  than  45 
minutes,  expanding  preinspection  of  international  flights  from  Ottawa,  Canada, 
and  providing  staff  for  two  new  airports  in  Maui  and  Kona,  Hawaii. 

— $3.6  million  for  automation  and  reinvention  of  the  inspections  process  at  land 
and  air  ports  of  entry.  INS  seeks  to  continue  efforts  to  develop  a  system  for 
automated  processing  of  the  1-94  Arrival/Departure  Form,  allowing  INS  to 
track  arrivals  and  departures  of  nonimmigrant  visitors  to  the  United  States.  In 
addition,  the  requested  resources  will  expand  an  automated  system  that  speeds 
entry  of  low-risk  frequent  travelers  at  high-volume  U.S.  ports  of  entry  to  six  ad- 
ditional major  airports,  as  well  as  station  four  inspectors  at  two  land  ports  to 
check  border  crossers. 

— $4.1  million  for  five  new  dedicated  commuter  lane  (DCL)  sites  to  speed  the  in- 
spection of  low-risk,  frequent  border  crossers  without  compromising  our  enforce- 
ment efforts.  To  accomplish  this,  we  are  proposing  that  the  statutory  prohibition 
on  DCL's  along  the  Southwest  border  other  than  California  be  removed  to  allow 
new  sites  in  Arizona  and  Texas.  In  addition,  we  propose  language  to  extend  the 
end  date  of  the  pilot  program  past  September  30,  1996.  Specifically,  this  request 
funds  12  data  entry  clerks,  improvements  to  SENTRI  (the  multi-faceted,  multi- 
agency  system  for  electronically  speeding  inspection  of  specially  enrolled  vehi- 
cles), and  construction  costs  associated  with  new  commuter  lanes  at  the  ports 
of  entry. 

— $16.8  million  for  automation  support  along  the  Southwest  border  that  builds  on 
INS'  demonstrated  commitment  to  strengthen  border  controls.  This  funding  will 
enable  the  INS  to  replace  old,  obsolete  or  inoperable  equipment,  as  well  as  add 
additional  enforcement-related  night  vision  equipment  such  as  infrared  scopes, 
low-light-level  television  systems  and  ground  sensors  to  improve  detection  of  il- 
legal border  crossers,  and  add  automation  to  facilitate  the  inspections  process. 
INS  is  requesting  $125,000  within  this  amount  to  implement  inspections-related 
management  initiatives  including  INS/Customs  cooperation  efforts,  elements  of 
the  U.SVCanadian  Accord  and  various  National  Performance  Review  re-engi- 
neering plans. 

— $4.2  million  for  11  special  agents,  three  intelligence  research  specialists,  and  14 
immigration  control  officers  to  perform  intelligence  and  liaison  work,  provide  ex- 
pertise in  detecting  fraudulent  documents,  and  conduct  investigations  designed 
to  disrupt  organized  smuggling  operations  overseas.  These  agents  will  be  placed 
strategically  in  three  overseas  offices:  Rome,  Italy;  Bangkok,  Thailand;  and 
Mexico  City,  Mexico;  to  support  the  joint  INS-Department  of  State  initiative 
"Operation  Global  Reach"  to  deter  alien  smuggling.  In  addition,  $800,000  is 
being  requested  for  three  special  agents  and  four  intelligence  research  analysts 
for  the  Intelligence  program  to  serve  as  links  for  the  Operation  Global  Reach 
program  and  two  forensic  document  analysts  to  support  investigations  relating 
to  stolen  and  fraudulent  documents. 

— $5  million  for  12  detention  officers  to  support  expansion  of  the  interior  repatri- 
ation pilot  project  in  the  El  Paso  and  Tucson  Border  Patrol  sectors.  We  began 
this  pilot  program  in  fiscal  year  1996  to  repatriate  illegal  aliens  apprehended 
at  the  San  Diego  border,  who  are  repeat  crossers.  In  cooperation  with  the  Mexi- 
can Government,  offenders  will  be  sent  to  the  interior  of  Mexico  closer  to  their 
homes  and  away  from  the  border. 

— $1.2  million  to  support  officer  corps  increases.  This  includes  18  positions  to  pro- 
vide support  in  the  areas  of  personnel,  procurement  and  payroll. 

WORKSITE  ENFORCEMENT  AND  VERIFICATION 

The  fiscal  year  1997  budget  requests  a  total  of  $30  million  and  201  positions  to 
ontinue  the  expansion  of  INS'  interior  enforcement  efforts  to  reduce  the  "job  mag- 
let"  for  illegal  aliens.  This  effort  both  complements  and  supplements  the  multi-year 
(order  control  strategy.  Within  this  request  is  $20  million  to  focus  intensive  work- 
iite  enforcement  efforts  on  employers  who  intentionally  violate  immigration  and  re- 
ated  laws  pertaining  to  unlawful  employment.  INS  will  seek  criminal  and  adminis- 
rative  sanctions  for  employers  who  are  involved  in  egregious  employment  practices, 
vho  have  repeat  violations,  or  who  have  engaged  in  criminal  activities  involving 
dien  smuggling  and  fraudulent  documents.  This  $20  million  will  support  132  posi- 
ions  (including  92  special  agents,  12  detention  and  deportation  officers,  and  28  sup- 
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port  staff)  to  enhance  INS'  ability  to  identify  and  prosecute  major  employer  violators 
and  suppliers  of  fraudulent  documents  and  illegal  labor. 

As  INS  brings  on  additional  resources,  stepped-up  enforcement  will  target  major 
violators,  including  criminal  prosecutions  where  appropriate.  INS'  approach  recog- 
nizes the  difference  between  employers  who  knowingly  break  the  law  and  those  who 
attempt  to  comply  with  it.  INS  is  also  helping  employers  by  improving  the  docu- 
ments issued  to  authorized  aliens  and  simplifying  regulations. 

This  request  includes  $10  million  and  69  positions  to  expand  verification  pilot  pro- 
grams to  cover  additional  participants  and  to  try  out  a  variety  of  verification  ap- 
proaches, including  enhanced  pilots  that  involve  other  Federal,  State  and  local  gov- 
ernment agencies.  This  increase  will  also  provide  resources  to  continue  improving 
immigration  records  that  support  the  verification  system,  and  enable  INS  to  design 
and  deploy  improved  verification  practices,  as  well  as  to  re-engineer  existing  prac- 
tices that  support  verification  services. 

In  fiscal  year  1997,  INS  will  continue  its  efforts  to  reconcile  and  clean-up  records. 
This  multi-year  effort  is  required  to  reconcile  approximately  15  million  existing 
paper  A-files  to  corresponding  database  records.  We  will  also  pursue  transition  to 
centralized  programs  and  support  services  for  verification.  New  positions  will  be  uti- 
lized to  create  the  necessary  centralized  support  structure,  as  well  as  to  enhance 
the  front-end  of  the  verification  process. 

REMOVE  CRIMINAL  AND  NONCRIMINAL  DEPORTABLE  ALIENS 

The  fiscal  year  1997  request  includes  an  additional  $36  million  and  133  positions 
to  continue  our  enforcement  strategy  and  allow  INS  to  identify  and  remove  a  record 
number  of  illegal  aliens.  During  fiscal  year  1997,  INS  plans  on  removing  93,000 
criminal  and  non-criminal  aliens. 

Mr.  Chairman,  last  year  we  estimated  removing  110,000  criminal  and  non-crimi- 
nal aliens.  Our  experience  in  1995,  coupled  with  increases  in  the  cost  of  beds  and 
the  realities  of  training  schedules  have  led  us  to  conclude  that  this  estimate  was 
too  high.  We  have  used  a  new  method  to  calculate  a  more  realistic  estimate  for 
1997. 

The  request  for  fiscal  year  1997  will  activate  700  new  detention  beds  in  Texas  and 
Florida  and  accelerate  removal  efforts.  The  additional  resources  will  provide  a  sys- 
tematic enhancement  to  the  investigative,  detention  and  deportation,  legal,  judicial, 
management  and  administrative  support,  and  detention  bedspace  needed  for  INS  to 
increase  its  removal  capacity.  The  cost  of  detention  is  an  issue  of  continuing  concern 
as  we  become  more  effective  at  identifying  criminal  and  other  illegal  aliens. 

During  fiscal  year  1996,  INS  has  expanded  the  enhanced  Institutional  Hearing 
Program  (IHP)  from  six  to  eight  States  (NY,  CA,  IL,  PA,  FL,  TX,  NJ  and  AZ).  This 
year,  INS  is  requesting  $8.5  million  and  49  positions,  including  14  immigration 
agents,  12  detention  enforcement  officers,  10  deportation  officers  and  13  support 
staff,  to  further  expand  the  enhanced  IHP  to  ten  States  by  adding  the  next  two 
States  most  affected  by  illegal  immigration,  Massachusetts  and  Washington,  whose 
correctional  facilities  annually  incarcerate  an  estimated  2,100  and  1,340  foreign- 
born  prisoners,  respectively.  The  fiscal  year  1997  request  also  includes  $400,000  for 
the  Legal  Proceedings  and  Management  and  Administration  programs  to  provide 
additional  support  for  the  IHP  program. 

The  INS  is  also  requesting  $10  million  and  70  positions  (15  agents,  20  detention 
enforcement  officers,  10  deportation  officers  and  25  support  staff)  in  fiscal  year  1997 
to  identify  and  remove  aliens  who  are  incarcerated  in  local  and  county  jails,  and 
to  provide  legal  and  administrative  support  for  the  initiative.  First  instituted  at  the 
Los  Angeles  County  Jail,  this  effort  will  target  local  and  county  jails  located  at 
Rikers  Island,  New  York,  San  Diego  County,  and  county  jails  in  Florida  and  Texas. 
In  each  of  these  locations,  INS  will  process  and  promptly  remove  deportable  inmates 
on  a  "fast  track  removal  plan."  The  effort  is  designed  to  assist  local  authorities  by 
reducing  jail  overcrowding  and  overloaded  dockets,  by  removing  alien  inmates  ame- 
nable to  deportation  from  the  United  States. 

The  resources  requested  in  fiscal  year  1997  for  the  removal  of  illegal  aliens  in- 
clude $4  million  to  continue  the  San  Diego  Port  Court,  which  will  contribute  signifi- 
cantly to  the  total  number  of  INS  removals.  The  San  Diego  Port  Court  has  been 
in  operation  since  fiscal  year  19S5.  The  Court  hears  exclusion  cases  from  the  San 
Ysidro  and  Otay  Mesa  ports  of  entry.  Most  of  the  aliens  processed  for  exclusion  are 
detained  for  the  duration  of  their  hearings.  The  fiscal  year  1997  request  will  provide 
for  short-term  detention,  guard  services,  and  space  requirements  to  continue  the 
San  Diego  Port  Court. 

The  increase  in  detention  capacity  and  transportation  of  criminal  aliens  has  been 
a  major  focus  of  INS  over  the  last  several  years.  This  budget  request  continues  to 
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increase  INS'  capacity  to  detain  criminal  aliens.  In  the  past,  the  lack  of  adequate 
detention  bedspace  has  forced  the  release  of  aliens  prior  to  completion  of  their  de- 
portation proceedings,  thus  hampering  subsequent  deportation.  To  alleviate  the  situ- 
ation, INS  is  requesting  $10.4  million  and  four  additional  positions  to  activate 
bedspace  becoming  available  in  fiscal  year  1997.  The  resources  will  fund  an  addi- 
tional 300  beds  at  the  Krome  Service  Processing  Center  (SPC)  and  400  beds  at  the 
El  Paso  SPC,  contract  guard  services,  as  well  as  vehicle  needs. 

Our  fiscal  year  1997  budget  requests  $3  million  to  purchase  eight  buses  and  29 
vans  and  hire  10  detention  enforcement  officers  to  serve  as  additional  transport  and 
escort  staff  at  five  major  international  airports.  As  you  know,  INS  and  the  U.S. 
Marshals  Service  merged  their  air  transport  operations  functions  into  the  Justice 
Prisoner  and  Alien  Transportation  System  in  fiscal  year  1996,  combining  air  trans- 
portation resources  and  providing  centralized  scheduling  and  cost  efficiencies  for 
both  agencies.  We  are  beginning  to  see  the  benefits  of  this  merger. 

CITIZENSHIP,  IMMIGRATION  SERVICES  AND  ASSISTANCE  TO  STATES 

In  fiscal  year  1997,  INS  is  requesting  a  total  of  $26.3  million,  including  $23  mil- 
lion from  the  Examinations  Fee  Account  for  the  Citizenship,  Immigration  Services 
and  Assistance  to  States  initiative,  which  will,  in  part,  enable  INS  to  continue  proc- 
essing citizenship  and  benefit  applications  at  the  accelerated  rate  begun  in  1996. 
The  budget  request  also  includes  $3.3  million  and  39  positions  from  the  Violent 
Crime  Reduction  Trust  Fund  (VCRTF)  for  the  Investigations  program  to  be  used  for 
the  Law  Enforcement  Support  Center  (LESC).  This  will  support  the  current  pro- 
gram, which  provides  automated  INS  record  checks  to  law  enforcement  agencies  lo- 
cated in  the  State  of  Arizona. 

Within  the  $23  million  from  the  Examinations  Fee  Account,  we  are  requesting 
$9.3  million  and  328  temporary  adjudications  officers,  18  supervisors  and  205  clerks 
to  permit  INS  to  process  larger  volumes  of  naturalization  applications  in  five  key 
cities  (Los  Angeles,  Miami,  New  York,  Chicago  and  San  Francisco).  More  than  1.2 
million  Form  N-400  naturalization  applications  are  projected  to  be  completed  dur- 
ing fiscal  year  1996,  as  a  result  of  funding  approved  in  the  fiscal  year  1996  Exami- 
nations Fee  Account  reprogramming.  With  the  extension  of  temporary  staffing,  INS 
expects  to  accomplish  more  than  900,000  naturalization  completions  in  fiscal  year 
1997. 

This  budget  requests  $2.3  million,  183  officers  and  180  clerks  for  temporary  peri- 
ods to  process  245(1)  adjustment-of-status  applications  in  five  key  cities  (Los  Ange- 
les, New  York,  Newark,  Miami  and  San  Francisco).  INS  anticipates  processing  near- 
ly 600,000  adjustment  applications  this  year  and  more  than  500,000  in  fiscal  year 
1997  to  significantly  reduce  the  level  of  pending  applications  by  the  close  of  the  fis- 
cal year. 

Mr.  Chairman,  last  year,  when  I  appeared  before  this  Subcommittee,  we  discussed 
at  some  length  the  condition  of  the  Examinations  Fee  Account.  I  indicated  that  INS 
would  be  submitting  a  reprogramming  notification  to  acquire  additional  resources 
to  process  applications  which  were  being  submitted  for  adjustments  of  status  under 
the  provisions  of  Section  245(1)  of  the  Immigration  and  Nationality  Act  (INA)  and 
for  naturalization.  The  Congress  approved  the  reprogramming  substantially  as  re- 
quested. The  timing  was  such  that  there  was  not  adequate  time  to  hire  all  the  addi- 
tional personnel  and  to  get  them  in  place  to  process  the  added  workload  before  the 
end  of  the  fiscal  year.  This  resulted  in  growth  of  unprocessed  workload  and  a  carry- 
over of  approximately  $197  million  in  receipts  into  fiscal  year  1996. 

INS  recognized  that  resources  had  to  be  put  in  place  earlier  in  the  year  to  process 
applications  for  benefits.  Therefore,  we  submitted  a  subsequent  reprogramming  noti- 
fication for  fiscal  year  1996  to  the  Congress  early  in  the  fiscal  year  to  assure  that 
the  personnel  needed  to  do  the  work  would  be  hired  and  ready  to  work  early  enough 
to  produce  the  results  needed. 

The  balance  available  in  the  Examinations  Fee  Account  for  future  spending  will 
be  significantly  reduced  by:  (1)  the  full  year  cost  of  the  increased  capacity  provided 
by  the  fiscal  year  1995  reprogramming;  (2)  the  costs  associated  with  the  recently 
approved  reprogramming  this  year;  and  (3)  the  costs  resulting  from  the  transfer  of 
the  Cuban  and  Haitian  Entrant  Program  (CHEP)  to  INS.  More  than  $150  million 
of  the  $197  million  carryover  will  be  required  to  operate  this  fiscal  year. 

Based  on  fiscal  year  1996  Examinations  Fee  Account  receipt  projections  of  $444 
million,  INS  anticipates  about  a  $105  million  carryover  into  fiscal  year  1997.  The 
carryover  projected  for  fiscal  year  1998  is  approximately  $41  million,  based  on  cur- 
rent receipt  projections  of  $447  million  for  fiscal  year  1997. 

I  should  note  that  our  fee  receipts  for  fiscal  year  1997  would  be  gravely  reduced 
if  Congress  enacts  a  change  to  Section  245(1)  that  was  included  in  the  House  passed 
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version  of  the  immigration  bill.  That  amendment  increases  the  fee  to  $2,500  and  re- 
stricts it  to  a  very  small  group  of  individuals  who  could  use  this  procedure.  We 
would  lose  virtually  all  of  our  projected  $115.2  million  from  these  applications,  deal- 
ing a  major  blow  to  adjudications  unless  this  shortfall  is  made  up  from  appropriated 
funding  or  increases  in  other  fees.  We  will  be  working  to  have  this  provision 
changed  in  Conference  on  the  immigration  reform  bills. 

INS  is  requesting  $11  million  for  records  support,  including  $6.6  million  for  Serv- 
ice Center  records  contract  and  $4.8  million  for  the  pilot  records  contract  in  the 
Miami,  Los  Angeles  and  Chicago  Districts.  The  contracts  provide  a  mechanism  for 
INS  to  meet  staffing  needs  promptly  and  efficiently  for  timely  processing  of  applica- 
tions and  disposition  of  benefits. 

RESTORE  INS  INFRASTRUCTURE 

Over  the  last  several  years,  INS  has  received  tremendous  support  in  adding  re- 
sources to  meet  service  and  enforcement  responsibilities.  These  resources  were  fo- 
cused mostly  on  personnel-related  initiatives,  and  under-funded  and  neglected  infra- 
structure requirements.  We  are  requesting  a  total  of  $77.5  million  and  275  positions 
to  upgrade  INS  infrastructure  to  a  level  necessary,  to  conduct  enforcement  and  serv- 
ice activities  in  an  effective,  efficient,  safe  and  cost-efficient  manner. 

Mr.  Chairman,  professionalism  of  our  Immigration  officers  is  of  paramount  con- 
cern to  both  you  and  I.  We  cannot  ensure  this  if  we  do  not  provide  appropriate 
equipment,  housing,  career  training,  health  and  safety  programs  and  basic  adminis- 
trative support. 

This  initiative  includes  $3.1  million  and  18  positions  to  implement  INS'  Environ- 
mental Safety  and  Occupational  Health  (ESOH)  program  to  correct  deficiencies  and 
ensure  that  all  designated  employees  receive  mandatory  training  and  the  personal 
protective  equipment  needed  to  perform  their  duties  safely.  Environmental  and  safe- 
ty assessments  will  be  performed  to  correct  unsafe  and  unhealthy  conditions. 

To  support  the  long-range  career  development  of  INS  journeyman  employees,  $5.4 
million  and  nine  positions  are  requested  to  provide  training  in  field  locations.  By 
using  emerging  technology  to  support  a  distributed-learning  environment,  INS  will 
provide  continuous  training  for  all  employees  at  or  near  their  duty  station  to  reduce 
travel  costs.  Over  the  past  ten  years,  INS  has  undergone  sweeping  legal,  regulatory 
and  administrative  changes  and  is  continuing  with  an  agency-wide  automation  ef- 
fort. Yet,  again  this  spring,  we  have  seen  substantial  changes  in  law  with  the 
Antiterrorism  and  Effective  Death  Penalty  Act  of  1996,  and  more  contemplated  in 
the  House  and  Senate  immigration  bills.  To  support  these  ongoing  changes  and  the 
46  percent  increase  in  the  INS  workforce  between  fiscal  year  1993  and  fiscal  year 
1997  request  level,  funding  is  requested  for  employee  development  and  training  re- 
quirements generated  by  legislation,  regulatory  and  policy  requirements. 

The  budget  request  includes  an  increase  of  $7.6  million,  19  positions  and  contract 
support  staff  to  provide  computer  system  support  for  INS  field  offices  to  keep  pace 
with  the  recent  expansion  of  INS'  ADP  infrastructure.  In  addition,  the  request  in- 
cludes $4.3  million  for  computer  network  training  for  field  offices  to  support  the 
modernized  computer  systems  installed  in  recent  years,  and  $500,000  and  six  posi- 
tions to  support  an  INS-wide  Computer  Security  program  to  maintain  computer  se- 
curity compliance  with  federal  requirements. 

We  are  also  requesting  $5  million  and  93  administrative  support  positions  for 
INS'  districts  and  suboffices.  Adequate  administrative  support  in  field  offices  will  re- 
duce employee  turnover,  broaden  the  potential  career  ladder  for  support  employees, 
improve  effectiveness  of  purchasing,  reduce  the  lapse  time  in  filling  positions,  re- 
duce officer  corps  time  spent  on  administrative  tasks,  and  improve  service  to  the 
public  overall.  For  fiscal  year  1997,  INS  is  also  requesting  the  following: 

— $727,000  and  seven  new  positions  for  the  Internal  Audit  program  to  expand 
INS'  capability  to  investigate  allegations  of  misconduct  and  follow  up  on  audit 
and  field  assessment  findings.  Additionally,  $141,000  and  two  positions  for  the 
INS  security  program  to  improve  services  to  INS  operating  divisions  and  de- 
velop a  comprehensive  security  policy. 

— $1.4  million  and  five  positions  for  the  Equal  Employment  Opportunity  (EEO) 
component  in  the  field  offices  to  broaden  the  scope  of  the  EEO  program. 

— $10.9  million,  90  attorneys  and  23  support  positions  to  reduce  backlogs  in  work- 
load resulting  from  the  increase  in  Executive  Office  for  Immigration  Review 
(EOIR)  immigration  judges  in  recent  years. 

—$19  million  to  replace  750  shotguns,  1,550  M-16  rifles  and  1,136  body  armor 
vests  by  the  end  of  fiscal  year  1997,  to  ensure  the  safety  and  security  of  INS 
officers  in  the  Border  Patrol,  Investigations,  and  Detention  and  Deportation  pro- 
grams. These  funds  will  also  be  utilized  to  purchase  three  helicopters  for  the 
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Border  Patrol  and  establish  a  standardized  INS-wide  wireless  digital  infrastruc- 
ture for  voice  and  data  communications.  Currently,  24  of  the  57  helicopters  in 
our  air  fleet  are  inoperable. 

— $14  million  to  move  INS  to  a  five-year/60,000-mile  replacement  cycle  for  pas- 
senger vehicles  and  trucks,  including  retrofitting  equipment,  and  closer  to  a 
seven-  and  nine-year  schedule  for  school  and  interurban  buses,  respectively.  Of 
the  7,411  passenger  vehicles  and  trucks  in  the  fleet  now,  48  percent  have  over 
60,000  miles,  exceeding  in  almost  all  cases  the  GSA  age  and  mileage  criteria. 

— $4.4  million  and  two  positions  to  fund  the  second  year  of  the  INS'  five-year  plan 
to  upgrade  and  replace  damaged  underground  fuel  tanks,  as  well  as  bring  INS 
into  compliance  with  EPA  regulations.  In  addition,  initial  funding  of  $1.1  mil- 
lion is  requested  for  renovation  of  the  Port  Isabel,  Texas,  Service  Processing 
Center  (SPC)  to  meet  adequate  health  and  safety  standards  and  to  house  de- 
tainees at  full  capacity. 

CONCLUSION 

These  new  fiscal  year  1997  resources  build  upon  the  foundation  of  an  effective  im- 
migration system  begun  three  years  ago.  They  will  give  INS  the  personnel  and  tools 
needed  to  carry  out  the  comprehensive,  balanced  approach  we  have  designed  and 
called  for  at  the  border,  in  our  workplaces  and  for  processing  legal  immigration  re- 
quests. I  look  forward  to  continuing  to  work  with  the  Subcommittee,  and  with  your 
support  of  this  budget  request,  we  can  carry  forward  the  momentum  of  the  last  few 
years  to  make  our  immigration  system  the  best  it  can  be. 

Finally,  Mr.  Chairman,  I  want  to  emphasize  the  effect  that  new  legislation,  par- 
ticularly provisions  in  the  House  and  Senate  immigration  bills  and  the  Antiterror- 
ism and  Effective  Death  Penalty  Act  of  1996,  will  have  on  INS  operations  and  re- 
source requirements  over  the  next  several  years. 

The  Antiterrorism  and  Effective  Death  Penalty  Act  of  1996  has  severe  resource 
impacts  that  we  are  still  evaluating,  particularly  in  the  areas  of  mandatory  deten- 
tion and  expedited  exclusion  provisions. 

I  want  to  assure  this  Subcommittee  that  INS  is  committed  to  improving  and  car- 
rying out  the  immigration  policies  and  practices  of  the  United  States.  At  the  same 
time,  I  want  to  stress  that  these  new  legislative  changes  will  have  a  resource  impact 
beyond  this  fiscal  year  1997  budget  request. 

This  concludes  my  formal  statement  on  the  1997  budget  request  for  INS.  I  would 
be  happy  to  answer  any  questions  which  you,  Mr.  Chairman,  and  Members  of  the 
Subcommittee  may  have. 

INS  MANAGEMENT 

Senator  Gregg.  Commissioner,  on  the  same  account,  your  De- 
partment has  increased  by  100  percent  in  the  last  few  years  and 
you  mentioned  the  issue  was  management  of  people  now  and  you 
are  going  to  continue  this  exponential  growth  of  yours.  What  struc- 
tures do  you  think  are  most  critical  to  managing  this  sort  of  expo- 
nential growth? 

Ms.  Meissner.  Well,  our  growth  has  been  about  72  percent  in 
the  last  3  years,  which  is  an  extraordinary  level  of  growth.  And  the 
management  of  it,  particularly  being  certain  that  the  hiring  is  tak- 
ing place  in  the  way  that  it  should,  and  that  the  training  is  taking 
place  properly,  is  a  primary  challenge  at  the  present  time. 

We  have  put  quite  a  wide  range  of  new  systems  into  place  to  be 
certain  that  we  are  managing  these  resources  properly,  and  that 
we  are  maintaining  the  objectives  that  we  have  established  and  the 
Congress  has  set  up  for  us.  We  have,  in  the  hiring  arena,  totally 
redesigned  our  recruiting  and  hiring  system.  We  have  maintained 
the  training  programs  that  we  have  had  in  the  past.  Our  entry- 
level  training  has  always  been  excellent,  particularly  in  the  Border 
Patrol  arena,  and  we  have  been  very,  very  careful  to  maintain  the 
high  quality  of  training  in  the  length  of  the  curriculum,  the  quality 
of  the  instruction,  et  cetera. 
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What  we  have  focused  on,  though,  in  the  training  area,  in  addi- 
tion to  the  entry-level  training,  is  supervisory  training  because, 
with  the  very  large  number  of  new  people  coming  in,  it  puts  a 
heavy  premium  on  proper  and  effective  supervision.  Moreover,  a  lot 
of  people  are  moving  within  the  organization  into  supervisory  posi- 
tions who  have  not  held  them  before,  because  of  the  growth  that 
is  going  on  at  the  entry  level. 

Our  training  capacity  has  been  expanded  with  the  Charleston  fa- 
cility to  allow  us  to  do  training  that  needs  to  occur  at  the  entry 
level.  In  addition  to  that,  we  have  brought  a  whole  new  supervisory 
training  facility  program  into  operation  in  Dallas.  We  will  be  reduc- 
ing our  supervisory  training  backlogs.  We  will  actually  have  re- 
duced our  supervisory  training  backlog  by  the  end  of  this  year. 
Next  year,  we  will  be  able  to  keep  pace  with  all  of  the  new  super- 
visory training  needs  that  will  be  coming  up  as  a  result  of  this 
growth. 

A  significant  amount  of  the  money  that  we  are  putting  into  the 
agency  and  deploying  is  in  the  automation  and  technology  arena. 
Managing  that  agenda,  from  both  a  cost  and  a  timeliness  stand- 
point, is  another  major  management  challenge  which  is  also  pro- 
ceeding with  a  high  priority  on  the  part  of  the  leadership  of  the 
agency.  We  are  meeting  all  of  our  goals.  We  have  put  out  two  major 
ADP  procurements.  Both  of  them  were  done  without  any  delays, 
without  any  challenges,  and  they  are  being  managed  very  carefully, 
not  only  in  the  Immigration  and  Naturalization  Service,  but  with 
careful  oversight  from  the  Justice  Department.  We  have  met  our 
automation  goals  in  terms  of  getting  hardware  and  software  out  to 
the  field  when  we  have  intended  to  do  so.  We  have  actually  come 
in  a  couple  of  months  ahead  on  some  of  our  major  deployments. 

So,  while  we  are  watching  it  very  carefully,  we  are  also  building 
a  very  good  track  record  of  success  that  gives  us  confidence  that 
we  are  doing  this  ADP  and  technology  infusion  properly. 

ASSESSMENT  OF  GROWTH  MANAGEMENT  BY  OUTSIDERS 

Senator  GREGG.  Have  you  had  anybody  take  a  look  at  it  from  the 
outside  and  analyze  what  is  happening,  just  so  you  can  get  a  third 
party's  view  on  your  rate  of  growth  and  how  you  are  managing 
that? 

Ms.  Meissner.  We  actually  do  have  a  number  of  outside  contrac- 
tors looking  at  a  variety  of  different  aspects  of  these  management 
issues.  We  have  an  outside  contractor  who  is  looking  at  the  ADP 
work  from  the  standpoint  of  whether  the  ADP  contractors  are 
charging  properly  and  being  certain  that  there  are  no  hidden  costs 
being  placed  in  the  contracts. 

We  have  outside  contractors  who  are  assisting  us  with  various 
elements  of  our  financial  control  systems,  with  our  budgeting  sys- 
tem. I  would  be  happy  to  provide  you  with  a  full  list,  but  we  are 
drawing  quite  fully  on  outside  help  to  give  us  the  information  we 
need  so  that  we  have  red  flags  raised  if  there  are  any  that  need 
to  be  raised. 

[The  information  follows:] 
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Use  of  Outside  Contractors  to  Assess  INS 

The  following  is  a  list  of  outside  contractors  who  assist  INS  in  looking  at  a  variety 
of  aspects  related  to  growth  management. 

Booz- Allen  &  Hamilton. — The  contractor  conducted  an  independent  assessment  of 
the  INS  automation  and  technology  initiatives  to  determine  whether  these  initia- 
tives support  the  overall  INS  Strategic  Plan,  'Toward  INS  2000,  Accepting  the  Chal- 
lenge." The  contractor  identified  issues  that  needed  to  be  addressed  to  produce  an 
integrated  high-level  framework,  however  the  overall  assessment  found  that  the  ini- 
tiatives provide  the  appropriate  strategic  solutions  for  satisfying  the  INS'  goals  and 
objectives  as  set  forth  in  the  Strategic  Plan. 

FC  Business  Systems  and  Performance  Engineering  Corporation. — The  two  con- 
tractors assisted  in  the  development,  preparation,  and  implementation  of  acquisition 
strategies  to  support  the  lease  or  purchase  of  information  technology  hardware,  soft- 
ware and  services  to  support  INS  automation  initiatives.  The  contractors  support 
the  development  of  the  solicitations  issued  to  the  industry  and  the  evaluation  of  pro- 
posals received. 

National  Academy  of  Public  Administration  (NAPA). — The  contractor  is  studying 
the  budgeting  system  and  making  recommendations  for  improvements  to  budget 
practices. 

In  addition  to  these  contractors,  INS  regularly  utilizes  the  services  of  the  Defense 
Contract  Audit  Agency  (DCAA)  to  assist  the  Office  of  Information  Resources  and  the 
Office  of  Procurement  with  the  audit  and  analysis  of  proposals,  audit  of  costs  in- 
curred against  existing  INS  contracts,  and  to  advise  INS  Contracting  Officers  on 
any  invoicing  or  contract  administration  issues. 

The  INS  has  also  requested  that  the  Department  of  Justice  undertake  several 
management  studies  on  its  behalf.  These  studies  focus  on  the  operations  of  INS'  Re- 
gional Service  Centers,  INS  Administrative  Centers,  and  the  operations  and  staffing 
of  the  General  Counsel's  Office. 

INFRASTRUCTURE  INITIATIVE 

Senator  GREGG.  Obviously,  you  are  on  top  of  the  issue.  It  is  also 
going  to  be  more  and  more  difficult  as  you  proceed  down  the  road 
managing  this  large  work  force. 

Ms.  MEISSNER.  I  think  that  leads  to  one  of  the  very  important 
points  in  our  fiscal  year  1997  budget  because  the  growth  that  we 
are  involved  in  does  place  some  infrastructure  demands  on  the 
agency.  We  have  requested  resources  in  the  1997  budget  for  things 
that  tend  to  get  pushed  aside.  But,  what  we  do  have  in  the  1997 
budget  is  an  infrastructure  piece  that  asks  for  some  replacement 
of  equipment — vehicles,  for  instance. 

Our  vehicle  fleet  is  too  old.  We  should  be  maintaining  an  average 
of  about  60,000  miles  on  our  vehicle  fleet  and  we  are  far  in  excess 
of  that.  In  the  area  of  ADP,  there  are  some  equipment  contract  and 
maintenance  costs  that  are  now  becoming  apparent  that  were  dif- 
ficult to  foresee  beforehand. 

There  is  a  piece  in  the  1997  budget  that  actually  looks  at  the 
kind  of  infrastructure  needs  that  are  important  in  order  for  the 
agency  to  remain  healthy  at  the  core  in  supporting  this  growth.  I 
hope  that  you  will  give  that  careful  consideration. 

DEPLOYMENT  OF  NEW  PERSONNEL 

Senator  Gregg.  Very  well.  You  obviously  have  a  lot  of  infrastruc- 
ture growth  to  keep  up  with.  I  am  interested  in  your  allocation  of 
people.  And  I  understand  that  the  majority  of  this  goes  to  the 
Southwest  and  California.  But  I  noted  that  there  are  no  new 
agents  planned  for  Puerto  Rico.  Is  Puerto  Rico  not  a  problem? 

Ms.  MEISSNER.  We  do  have  problems  in  Puerto  Rico  in  that  Puer- 
to Rico  is  an  entry  point  from  the  Caribbean  for  illegal  immigra- 
tion. It  has  been  an  entry  point,  in  particular,  for  people  from  the 
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Dominican  Republic,  and  we  have  also  actually  seen  some  Chinese 
smuggling  come  through  Puerto  Rico. 

We  are  managing  it  fairly  effectively.  We  have  Border  Patrol  in 
Puerto  Rico.  We  work  very  closely  with  the  Coast  Guard  in  the 
Caribbean  and  in  Puerto  Rico.  Actually,  one  needs  to  almost  think 
of  the  Coast  Guard  as  the  water-borne  Border  Patrol,  in  that  part 
of  the  overall  enforcement  complex. 

We  also  do  exit  control  out  of  Puerto  Rico,  out  of  the  airports, 
which  is  really  the  only  place  in  the  United  States  that  that  kind 
of  departure  control  takes  place.  So,  we  do,  on  the  flights  that  leave 
the  country,  check  to  be  certain  that  the  people  who  are  leaving  are 
actually  U.S.  citizens. 

Senator  Gregg.  There  is  no  check  once  they  get  here,  coming  in 
from  Puerto  Rico? 

Ms.  Meissner.  Well,  no,  because  they  are  not  international  trav- 
elers at  that  point.  So,  you  have  to  do  it  in  Puerto  Rico. 

Senator  Gregg.  When  they  get  on  a  plane  they  can  get  to  the 
United  States. 

Ms.  Meissner.  Exactly,  which  is  why  you  have  to  do  it  there  and 
that's  why  we  do  it  there. 

Senator  GREGG.  If  they  can  land  somewhere  in  Puerto  Rico,  they 
can  probably  get  a  plane  and  obviously  you  are  concerned  about 
that.  That  is  just  an  interesting  point  that  it  is  not  a  high  visibility 
point  of  entry. 

Ms.  Meissner.  Actually,  Puerto  Rico  is  in  our  next  tier  of  border 
concerns  and  we  are,  at  this  point,  putting  resources  into  the  four 
corridors  of  heaviest  illegal  immigration  across  the  Southwest  bor- 
der. The  next  tier  of  concern  is  the  Florida/Puerto  Rico  southeast 
region. 

TRIPLE-TIER  FENCE  IN  SAN  DIEGO 

Senator  GREGG.  Now,  this  fence  issue  in  San  Diego  and  south  of 
San  Diego,  tell  me  what  your  thoughts  are  on  building  this  fence? 

Ms.  Meissner.  Well,  we  use  fencing  fairly  extensively  in  San 
Diego  and  we  use  it  in  other  places  across  the  Southwest  border. 
We  believe  that  fencing  is  an  important  element  in  a  comprehen- 
sive border  enforcement  strategy.  It  has  to  be  combined  with  light- 
ing. It  has  to  be  combined  with  sensors.  It  has  to  be  combined  with 
personnel.  It  is  not  an  answer  in  and  of  itself. 

The  fencing  proposal  that  I  imagine  that  you  are  referring  to  is 
the  triple  fencing  proposal. 

Senator  GREGG.  The  proposal  of  $12  million. 

Ms.  Meissner.  Exactly.  That,  we  believe,  is  overkill.  It  is  of  seri- 
ous concern  to  our  Border  Patrol  on  the  ground  and  our  agents  be- 
lieve that  it  is  a  very  dangerous  way  to  do  business.  They  are  very 
concerned  about  being  caught  between  the  tiers  of  fencing  and  ei- 
ther being  subjected  to  rock  throwing  or  other  kinds  of  aggressive 
action  on  the  part  of  people  who  are  trying  to  cross. 

We  do  use  triple-tier  fencing  actually  in  ways  that  we  find  it 
works  best  with  geography  in  some  areas  of  San  Diego.  We  do  have 
some  triple  fencing.  We  would  love  to  take  you  out  to  show  it  to 
you  sometime.  There  is  an  area  actually  in  the  river  bottom  where 
the  river  comes  through  and  where  we  are  right  up  against  some 
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warehouses.  This  is  where  we  actually  do  have  three  tiers  of  fence, 
but  only  very  selectively. 

What  we  say  about  the  fencing  is  what  we  do  on  the  ground.  We 
use  it  wherever  we  think  we  need  barriers  and  we  actually  use  it 
in  a  couple  of  tiers  where  it  makes  sense,  but  we  do  not  think  that 
triple-tier  fencing  is  an  all-purpose  solution.  It  is  not  a  one-size-fits- 
all  kind  of  a  proposition. 

We  are  under  direction  in  our  proposal  this  year  to  do  a  pilot  tri- 
ple fence  which  we  are,  at  the  present  time,  designing  and  which 
we  will  build.  We  will  evaluate  the  degree  to  which  it  does  the  job 
any  better  from  the  ways  that  we  already  have  used.  Then  we  will 
have  a  real  piece  of  evidence  on  the  ground.  But,  as  a  general  mat- 
ter, we  don't  think  that  it  is  necessary. 

IMPACT  OF  ANTITERRORISM  BILL  ON  INS 

Senator  Gregg.  Could  you  explain  to  me  in  more  specifics  the 
problems  you  have  seen  with  the  terrorism  bill  as  they  affect  INS? 

Ms.  Meissner.  The  issue  in  the  terrorism  bill  that  is  of  oper- 
ational concern  to  us  is  the  mandatory  detention  provision  for  all 
criminal  aliens.  We  believe  in  looking  at  the  numbers  and  in  look- 
ing at  capacity  and  in  looking  at  our  overall  need  to  have  a  bal- 
anced deportation  approach.  The  mandatory  detention  of  all  crimi- 
nal aliens  will  put  criminals  in  our  facilities  to  the  exclusion  of  any 
other  groups  of  people  who  ought  to  be  detained  and  removed. 

Obviously,  we  want  to  detain  criminals.  Criminal  alien  removal 
is  our  highest  priority.  We  have  always  spent  most  of  our  effort  on 
criminal  aliens.  But,  there  are  some  criminal  aliens  that  can  be 
bonded  out  safely. 

The  terrorism  bill  would  preclude  that,  and  under  those  cir- 
cumstances, we  would  not  be  able  to  hold  witnesses,  for  instance, 
that  we  hold  in  order  to  bring  trials  against  alien  smugglers.  We 
would  have  no  flexibility  for  detaining  people  that  we  pick  up  in 
workplace  enforcement  in  order  to  be  able  to  remove  them  from  the 
United  States. 

So,  what  we  are  hoping  is  that  we  can  have  some  flexibility  so 
that  we  do  not  create  a  situation  where  only  criminals  are  detained 
and  every  other  category  of  alien  knows  that  they  are  home  free 
because  detention  is  so  intimately  connected  with  our  ability  to  ac- 
tually remove  people  from  the  country. 

REDEPLOYMENT  OF  BORDER  PATROL  AGENTS 

Senator  GREGG.  Now  we  have  had  some  concerns  expressed  by 
some  of  our  colleagues  on  this  committee  about  your  redeployment, 
and  I  am  sure  you  have  heard  from  them.  Maybe  you  could  give 
us  your  reaction  to  their  concerns  that  some  of  the  people  that  are 
being  taken  out  of  the  interior  police  force — this  is  not  an  issue  for 
my  State — are  people  who  are  needed  by  the  interior  police  forces 
to  take  care  of  the  problems  after  people  get  past  the  border.  Could 
you  tell  us  where  you  stand  in  your  redeployment  plan,  and  give 
us  a  5-year  projection  as  to  how  you  are  going  to  redeploy  people. 

Ms.  Meissner.  The  Border  Patrol  personnel  who  work  in  the  in- 
terior of  the  country  do  work  very  effectively  with  local  law  enforce- 
ment. It  is  a  good  relationship.  They  depend  on  each  other  and  that 
uniformed  presence  in  some  of  these  areas  has  been  longstanding 
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and  is  very  much  valued  by  the  people  who  live  there.  In  this  effort 
to  try  to  focus  as  fully  as  possible  on  border  enforcement  at  the  bor- 
der in  order  to  ultimately  deter  as  much  illegal  immigration  as  pos- 
sible, we  obviously  want  to  have  as  much  of  our  effort  and  as  much 
of  our  personnel  involved  in  direct  border  enforcement  activities  to 
the  extent  possible. 

In  identifying  the  interior  stations  that  were  on  the  tentative  list 
for  realignment,  we  looked  at  what  the  work  activities  of  those 
agents  actually  had  been.  The  list  of  stations  that  v/e  identified 
were  stations  that  were  spending  the  bulk  of  their  time  and  effort 
on  what  would  be  considered  nonborder  enforcement  activities. 

We  went  then  through  a  very  detailed  process  of  consultation  in 
those  communities  that  had  been  identified  as  communities  where 
the  Border  Patrol's  work  was,  by  and  large,  not  border  related. 
What  we  have  learned  is  exactly  what  you  are  hearing,  that  wheth- 
er it  is  border  related  or  not,  the  presence  of  a  uniformed  Federal 
law  enforcement  agency  there  has  been  enormously  valuable  and 
people  have  relied  on  it. 

The  proposal,  of  course,  that  we  have  been  working  on  is  to  re- 
place those  people  with  nonuniformed  personnel  able  to  do  the 
same  kind  of  work.  But,  it  is  ultimately  not  the  same;  the  uni- 
formed and  the  nonuniformed  officer  is  a  critical  difference.  We  are 
under  direction  now  in  the  continuing  resolution  to  revisit  some  of 
those  issues.  We  have  met  with  the  committee  staff  on  some  other 
proposals  that  could  accomplish  this  realignment. 

We  will  be  coming  back  on  May  17  with  some  firmer  proposals 
to  discuss  with  staff  on  how  to  accomplish  the  realignment.  I  think 
we  need  for  that  discussion  to  occur  before  we  give  you  our  final 
word  really  jointly,  because  this  is  a  joint  issue  for  the  committees 
and  for  the  Immigration  Service. 

Senator  GREGG.  Yes;  this  seems  to  have  generated  a  little  inter- 
est. Unfortunately,  I  have  to  go  to  this  budget  hearing.  In  fact,  you 
are  actually  fortunate  because  both  Senator  Domenici  and  Senator 
Hollings  are  on  the  Budget  Committee  and  they  have  the  budget 
meeting,  too.  So  that  has  shortened  this  hearing  considerably.  But 
we  will  present  some  written  questions,  if  you  would  be  kind 
enough  to  respond  to  them. 

The  philosophy  of  myself  and  I  think,  obviously,  this  committee 
is  that  your  agencies  need  support.  You  are  on  the  cutting  edge  of 
what  this  Congress  is  interested  in  supporting,  which  is  more  ag- 
gressive law  enforcement,  and  the  ability  to  protect  our  borders, 
and  to  make  sure  that  when  people  are  convicted  of  a  crime  that 
they  go  to  prison.  So  it  is  to  your  good  fortune  that  to  the  extent 
that  additional  money  is  going  to  be  spent  in  this  Congress,  it  is 
going  to  be  spent  in  your  areas.  And  we  will  try  to  make  sure  that 
they  go  to  the  priorities  that  you  think  are  most  important  to  doing 
your  jobs  well.  You  both  run  excellent  departments  and  we  appre- 
ciate that. 

ADDITIONAL  COMMITTEE  QUESTIONS 

So  we  look  forward  to  working  with  you  and  thank  you  for  your 
time  this  morning. 
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[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 

Questions  Submitted  by  Senator  Judd  Gregg 
ins  training  priorities 

Question.  Please  summarize  for  the  record  the  bipartisan,  bicameral  agreement 
we  reached  earlier  this  year  on  INS  training  priorities  for  fiscal  year  1996. 

Answer.  The  INS  plans  to  provide  basic  training  to  approximately  3,630  students 
in  fiscal  year  1996.  Of  this  total,  1,480  trainees  will  enter  the  two  Border  Patrol 
Academies  in  Glynco,  Georgia  and  Charleston,  South  Carolina.  The  training  for  the 
Border  Patrol  at  the  Charleston  facility  will  commence  in  August,  while  classes  are 
conducted  throughout  the  entire  year  at  the  Glynco  facility. 

Border  Patrol  training  is  not  the  only  training  priority  for  INS  during  fiscal  year 
1996.  Other  personnel  training,  representing  the  majority  of  the  3,630  students  to 
be  trained,  is  represented  by  various  other  position  categories.  A  total  of  120  Special 
Agents  and  240  Immigration  Agent  trainees  are  to  be  trained  at  Glynco,  Georgia, 
this  fiscal  year.  It  is  projected  that  approximately  850  Immigration  Inspector  train- 
ees will  enter  training  as  well  as  120  Adjudications  Officers. 

In  addition,  approximately  180  Deportation  Officers,  600  Detention  Enforcement 
Officers  and  50  assorted  Immigration  Officers  are  slated  to  begin  training  in  fiscal 
year  1996. 

Attached  is  a  copy  of  the  INS  Training  Activity  Report  dated  May  21,  1996.  It 
indicates  that  649  Border  Patrol  agents  have  begun  classes  as  of  May  9  at  Glynco. 
In  addition,  there  have  been  67  training  starts  for  special  agents,  659  training  starts 
for  immigration  inspectors,  176  training  starts  for  detention  enforcement  officers, 
and  110  training  starts  for  adjudications  officers. 

INS  BASIC  TRAINING  REPORT 


Class  No. 


Occupation 


Start  date       End  date 


Projected        Actual 


No.  of 


students       students      graduates 


BORDER  PATROL  ACADEMY, 
GLYNCO,  GA 

BPA  294  Border  Patrol  agent  10/19/95 

BPA295  Border  Patrol  agent 11/16/95 

BPA  296  Border  Patrol  agent 12/14/95 

BPA  297  Border  Patrol  agent 1/4/96 

BPA  298  Border  Patrol  agent 1/25/96 

BPA  299  Border  Patrol  agent 2/15/96 

BPA  300  Border  Patrol  agent 2/29/96 

BPA  301  Border  Patrol  agent 3/14/96 

BPA  302  Border  Patrol  agent 3/21/96 

BPA  303  Border  Patrol  agent  4/4/96 

BPA  304  Border  Patrol  agent  4/11/96 

BPA  305  Border  Patrol  agent  4/25/96 

BPA  306  Border  Patrol  agent  5/9/96 

BPA  307  Border  Patrol  agent  5/23/96 

BPA  308  Border  Patrol  agent  5/30/96 

BPA  309  Border  Patrol  agent  6/13/96 

BPA  310  Border  Patrol  agent 6/27/96 

BPA  311  Border  Patrol  agent  7/11/96 

BPA  312  Border  Patrol  agent 7/25/96 

BPA  313  Border  Patrol  agent 8/1/96 

BPA  314  Border  Patrol  agent 8/8/96 

BPA  316  Border  Patrol  agent  8/22/96 

BPA  320  Border  Patrol  agent  9/12/96 

Subtotal,  Glynco 


3/1/96 

50 

51 

3/28/96 

50 

53 

4/24/96 

50 

50 

5/13/96 

50 

49 

6/3/96 

50 

50 

6/24/96 

50 

52 

7/8/96 

50 

45 

7/22/96 

50 

50 

7/29/96 

50 

50 

8/12/96 

50 

50 

8/19/96 

50 

50 

9/3/96 

50 

50 

9/17/96 

50     .. 

10/1/96 

50     ... 

10/7/96 

50     .. 

10/22/96 

50     .. 

11/5/96 

50     .. 

11/19/96 

50     .. 
50     .. 

12/4/96 

12/11/96 

50     .. 

12/18/96 

50     .. 

1/3/97 

50     .. 

1/24/97 

50     .. 

1.150 

600 

132 
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Class  No. 


Occupation 


Start  date       End  date       Jgg 


Actual 
students 


BPA  315 
BPA  317 
BPA  318 
BPA  319 
BPA  321 
BPA  322 


IOBTC  194 
IOBTC  199 
IOBTC  206 
IOBTC  214 
IOBTC  219 


IOBTC  184 
IOBTC  186 
IOBTC  187 
IOBTC  188 
IOBTC  189 
IOBTC  190 
IOBTC  192 

IOBTC  197 
IOBTC  200 
IOBTC  201 
IOBTC  202 
IOBTC  203 
IOBTC  204 
IOBTC  205 
IOBTC  207 
IOBTC  208 
IOBTC  209 
IOBTC  210 
IOBTC  211 
IOBTC  212 
IOBTC  213 
IOBTC  215 
IOBTC  216 
IOBTC  217 
IOBTC  218 
IOBTC  220 
IOBTC  221 
IOBTC  222 
IOBTC  223 
IOBTC  224 
IOBTC  225 


600 


21 
22 
24 


67 


BORDER  PATROL  ACADEMY, 
CHARLESTON,  SC 

Border  Patrol  agent  8/15/96  12/26/96  55 

Border  Patrol  agent  8/23/96  1/6/97  55 

Border  Patrol  agent 9/3/96  1/14/97  55 

Border  Patrol  agent 9/11/96  1/23/97  55 

Border  Patrol  agent 9/19/96  1/31/97  55 

Border  Patrol  agent 9/27/96  2/10/97  55 

Subtotal,  Charleston  330 

Total  Border  Patrol 1,480 

IMMIGRATION  OFFICER  ACADEMY, 
GLYNCO,  GA 

Special  agent  11/16/95  4/2/96  24 

Special  agent  1/4/95  5/23/96  24 

Special  agent  3/7/96  7/25/96  24 

Special  agent  6/25/96  11/14/96  24 

Special  agent  8/6/96  12/27/96  24 

Subtotal,  special  agent  120 

Immigration  inspector  10/3/95  2/1/96  24 

Immigration  inspector 10/11/95  2/9/96  24 

Immigration  inspector  10/17/95  2/15/96  24 

Immigration  inspector  10/25/95  2/26/96  24 

Immigration  inspector  10/31/95  3/1/96  24 

Immigration  inspector  10/31/95  3/1/96  24 

Immigration  inspector  and  deporta- 
tion officer 11/14/95  3/14/96  24             21 

Immigration  inspector  12/12/95  4/10/96  24             24 

Immigration  inspector  1/18/96  5/14/96  24             24 

Immigration  inspector  1/25/96  5/21/96  24            24 

Immigration  inspector  2/7/96  6/4/96  24             24 

Immigration  inspector  2/15/96  6/12/96  24             25 

Immigration  inspector  2/29/96  6/25/96  24            24 

Immigration  inspector 3/7/96  7/2/96  24            24 

Deportation  officer 3/21/96  7/17/96  24             25 

Deportation  officer 5/8/96  9/4/96            24    

Deportation  officer 5/16/96  9/12/96            24    

Immigration  agent 5/22/96  10/7/96             24     

Immigration  agent 6/5/96  10/1/96             24     

Deportation  officer 6/20/96  10/17/96             24     

Immigration  agent 6/20/96  10/17/96             24     

Immigration  agent 7/2/96  10/29/96            24    

Deportation  officer 7/10/96  11/5/96             24     

Immigration  agent 7/17/96  11/13/96            24    

Deportation  officer 7/31/96  11/27/96             24     

Immigration  agent 8/14/96  12/12/96            24    

Immigration  agent 8/21/96  12/19/96            24    

Deportation  officer 8/21/96  12/19/96             24     

Immigration  agent 8/28/96  12/27/96             24     

Immigration  agent 9/4/96  1/3/97             24     

Immigration  agent 9/18/96  1/17/97             24     
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Class  No 

Occupation 

Start  date 

End  date 

Projected 
students 

Actual 
students 

No.  of 

graduates 

Subtotal,  Glynco  

IMMIGRATION  OFFICER  ACADEMY, 
ARTESIA,  NM 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Detention  enforcement  officer 

Subtotal,  Artesia  

Other  than  permanent  immigration 
inspector  

Other  than  permanent  immigration 
Inspector  

Subtotal 

Subtotal,  Artesia  

744 

346 

IDEOB  74 
IDEOB  75 
IDEOB  76 
IDEOB  77 
IDEOB  78 

10/11/95 
1/31/96 
1/31/96 
3/20/96 
3/20/96 
5/8/96 
5/8/96 
5/8/96 
5/8/96 
6/26/96 
6/26/96 
6/26/96 
6/26/96 
7/10/96 
7/10/96 
7/10/96 
7/10/96 
8/14/96 
8/14/96 
8/14/96 
8/14/96 
9/11/96 
9/11/96 

12/1/95 
3/26/96 
3/26/96 
5/13/96 
5/13/96 
7/2/96 
7/2/96 
7/2/96 
7/2/96 
8/20/96 
8/20/96 
8/20/96 
8/20/96 
9/3/96 
9/3/96 
9/3/96 
9/3/96 
10/8/96 
10/8/96 
10/8/96 
10/8/96 
11/5/96 
11/5/96 

24 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 
26 

22 
24 
26 
26 
26 

22 
22 
25 

IDEOB  79 

IDEOB  80 

IDEOB  81 

IDEOB  82 

IDEOB  83 

IDEOB  84 

IDEOB  85 

IDEOB  86 

IDEOB  87 

IDEOB  88 

IDEOB  89 

IDEOB  90 

IDEOB  91 

IDEOB  92 

IDEOB  93 

IDEOB  94 

IDEOB  95 

IDEOB  96 

596 

124 

69 

OTP38 
OTP39 

10/17/95 
6/18/96 

11/16/95 
7/18/96 

24 
24 

24 

24 

48 

24 

24 

644 

148 

93 

Total  immigration  offi- 
cers   

Total  Border  Patrol 

1,508 
1,480 

561 
600 

271 

132 

Grand  total  

2,988 

1,161 

403 

IMMIGRATION  OFFICER  ACADEMY, 
GLYNCO,  GA 

IOBTC  191 

11/7/95 
11/14/95 

11/28/95 
1275/95 

12/19/95 

3/8/96 
3/14/96 

3/27/96 
4/3/96 

4/17/96 

24 
24 

24 
24 

24 

24 
22 

22 
18 

24 

22 

IOBTC  193 

Center  adjudications  officer 

21 

IOBTC  195 
IOBTC  196 

District  and  center  adjudications  of- 
ficer   

21 
18 

IOBTC  198 

District  and  center  adjudications  of- 
ficer   

23 
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Class  No. 


Occupatu 


Start  date        End 


Projected        Actual 
students       students 


No.  of 
graduates 


Total  

IMMIGRATION  OFFICER  ACADEMY, 
CHARLESTON,  SC 

IOBTC  226      Immigration  inspector  4/2/96 

IOBTC  227      Immigration  inspector  4/2/96 

IOBTC  228      Immigration  inspector  4/4/96 

IOBTC  229      Immigration  inspector  4/4/96 

IOBTC  230      Immigration  inspector  4/16/96 

IOBTC  231      Immigration  inspector  4/16/96 

IOBTC  232      Immigration  inspector  4/18/96 

IOBTC  233      Immigration  inspector  4/18/96 

IOBTC  234      Immigration  inspector  4/30/96 

IOBTC  235      Immigration  inspector  4/30/96 

IOBTC  236      Immigration  inspector  5/2/96 

IOBTC  237      Immigration  inspector  5/16/96 

IOBTC  238      Immigration  inspector  5/16/96 

IOBTC  239      Immigration  inspector  5/16/96 

IOBTC  240      Immigration  inspector  5/21/96 

IOBTC  241      Immigration  inspector  5/21/96 

IOBTC  242      Immigration  inspector  5/23/96 

IOBTC  243      Immigration  inspector  5/23/96 

IOBTC  244      Immigration  inspector  5/30/96 

IOBTC  245      Immigration  inspector  5/30/96 

IOBTC  246      Immigration  inspector  5/30/96 

Subtotal  to  date 

Total  


120 


110 


105 


6/20/96 
6/20/96 
6/24/96 
6/24/96 
7/5/96 
7/5/96 
7/9/96 
7/9/96 
7/19/96 
7/19/96 
7/23/96 
8/6/96 
8/6/96 
8/6/96 
8/9/96 
8/9/96 
8/13/96 
8/13/96 
8/19/96 
8/19/96 
8/19/96 


25  25 

25  25 

25  24 

25  24 

25  26 

25  26 

25  24 

25  25 

25  23 

25  23 

25  24 

25     

25     

25     

25     

25  

25  

25     

25     

25     

25  

269 

525  


BORDER  PATROL 

Question.  When  do  you  plan  to  submit  a  5-year  Border  Patrol  deployment  plan 
for  the  Subcommittee  to  review? 

Answer.  A  5-year  Border  Patrol  agent  deployment  plan  by  State  requires  a  signifi- 
cant amount  of  planning,  design  and  analysis.  House  and  Senate  Appropriations 
Committee  staff  were  briefed  on  January  19,  1996,  on  our  fiscal  year  1996  deploy- 
ment plan  for  agents  and  inspectors.  Currently,  we  are  working  on  the  redeploy- 
ment of  200  agents  from  interior  stations  to  the  border.  Once  the  redeployment  plan 
is  completed,  we  will  be  in  a  position  to  evaluate  our  strengths  and  weaknesses  and 
complete  and  submit  to  Congress  a  5-year  plan  for  Border  Patrol  agents  as  required 
by  Senate  Report  No.  104-139.  However,  any  plan  developed  is  subject  to  change 
based  on  operational  requirements  necessary  to  stay  current  with  the  changing  flow 
of  illegal  alien  traffic. 

Question.  How  do  you  explain  the  dramatic  changes  in  the  modular  cost  for  bring- 
ing new  Border  Patrol  Agents  on  board?  Last  year,  your  fiscal  year  1996  budget  as- 
sumed $75,721  for  each  additional  agent.  That  estimate  was  later  revised  to  $89,841 
per  agent.  Now,  your  fiscal  year  1997  request  appears  to  assume  that  modular  costs 
have  increased  by  more  than  20  percent  to  $111,817  per  agent.  Please  compare  the 
modular  costs  of  putting  a  new  Border  Patrol  Agent  on  the  line  each  year  for  the 
last  4  years  and  explain  the  changes  in  costs. 

Answer.  In  fiscal  year  1994,  the  modular  cost  estimate  for  the  first  year  for  a  new 
Border  Patrol  agent  at  a  GS-9  level  was  computed  at  $60,364  with  a  50  percent 
salary  lapse  rate.  By  the  time  of  the  fiscal  year  1997  budget  process,  this  estimate 
had  risen  to  $115,716  at  the  same  50  percent  lapse  rate,  however  the  attached  chart 
displays  this  cost  at  $109,833  based  upon  a  60  percent  lapse  rate  of  personnel,  serv- 
ices and  benefits  built-in  to  the  final  fiscal  year  1997  request.  (The  figure  of 
$111,817  mentioned  in  the  question  represents  the  second  or  "full-year"  cost,  after 
certain  initial  start-up  expenses  have  been  removed  and  salary  costs  annualized). 
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The  modular  costs  have  risen  over  these  four  years  primarily  due  to  a  recognition 
of  the  fact  that  earlier  estimates  did  not  adequately  represent  the  true  costs  of  re- 
cruiting, training,  and  equipping  newly  hired  agents.  Neither  did  they  reflect  the 
total  costs  involved  in  modifying  facilities  to  house  the  new  agents,  the  total  costs 
associated  with  their  relocation,  nor  the  total  costs  associated  in  providing  them 
with  fully  equipped  vehicles. 

The  attached  chart  (attachment  #1)  provides  a  detailed  breakdown  of  the  modular 
costs  for  Border  Patrol  agent  positions  at  the  GS-9  level  that  were  developed  for 
the  years  fiscal  years  1994-1997.  As  discussed  above,  the  main  increases  occur  in 
areas  related  to  full  field  investigations,  recruitment,  relocation,  training,  and  facil- 
ity and  vehicle  repair  (Object  Class  25.0);  the  changes  are  also  seen  in  costs  associ- 
ated with  computer  workstations,  retrofitted  vehicles,  and  technical  equipment  (Ob- 
ject Class  31.0).  The  total  figures  presented  represent  the  start-up  costs  of  a  new 
Border  Patrol  agent  with  non-recurring  items  and  personnel  salaries  and  benefits 
lapsed  at  a  60  percent  rate. 

ATTACHMENT  1  —  BORDER  PATROL  AGENT  MODULAR  COSTS  BY  OBJECT  CLASS 

Fiscal  year — 


Subtotal  (23.1) 


Comm,  Util,  and  misc  charges  ... 
Other  Services: 

Full  field  Investigation  

Payroll  costs 

Recruitment 

Drug  testing  

Physicals  

Relocation  

Training  

Health  Improve,  prog.  (HIP) 

Vehicle  Repair 

Facility  R&A  


Subtotal  (25.0) 


26.0    Supplies  and  materials  

31.0     Equipment: 

Furniture 

Computer  workstation 

Retrofitted  Vehicle  

Technical  Equipment 


1995 


Percent  salary  lapse  rate  50  60  60  60 

PS&B 

Full-time  permanent  14,548  11,756  12,494  13,626 

Other  personnel  comp 4,700  5,657  5,658  4,992 

Personnel  benefits  6,547  5,294  5,622  11,749 

Subtotal,  PS&B  

GE 

Travel  and  trans  of  persons  

Transportation  of  things  

Rental  payments  to  GSA: 

GSA  rent  

Build-out  costs  

Cabling 


25,795 

22,707 

23,774 

30,367 

1,137 

500 

3,750 
95 

361 

1,632 
2,616 

8,904 

2,530 
4,696 

181 

584 

8,904 

7,226 

361 

765 

622 

2,200 
100 

468 

3,300 
100 

823 

6,000 
100 

1,000 
100 
400 

470 

6,200 

125 

1,000 

200 

180 

200 

180 

100 

400 

6,295 

6,282 
250 

9,568 
250 

10,000 

11,926 

2,417 

545 

5,319 

9,212 

13,598 

18,145 

33,782 

2,114 
4,400 

5,791 

2,200 
2,333 
16,581 
6,582 

4,619 

2,200 
3,500 
16,797 
9,833 

5,033 

2,200 
2,837 

20,131 

8,180 

10,000 
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Fiscal  year 

1994 

1995 

1996 

1997 

12,580 

27,696 

32,330 

35,168 

34,569 

55,279 

60,123 

79,466 

Subtotal  (31.0)  

Subtotal,  General  Expenses 

Total  60,364        77,986        83,897       109,833 

GENERAL  MANAGEMENT  CHALLENGES 

Question.  The  INS  budget  has  increased  dramatically  in  recent  years.  If  the  fiscal 
year  1997  Budget  request  is  adopted,  INS  will  have  increased  227  percent  since  fis- 
cal year  1992.  As  you  look  ahead  to  another  significant  increase  in  fiscal  year  1997, 
what  challenges  do  you  see  on  the  horizon  and  what  are  you  doing  to  address  them? 

Answer.  Certainly  there  are  several  challenges  that  INS  faces.  The  most  promi- 
nent examples  are  the  following: 

Professionalism 

The  most  monumental  challenge  facing  INS  this  year  and  continuing  into  fiscal 
year  1997  is  managing  personnel  resources  and  the  unprecedented  growth  the  agen- 
cy is  experiencing.  Every  part  of  the  immigration  initiative  on  the  border,  in  remov- 
als, in  the  workplace,  and  in  improving  services  to  legal  immigrants  depends  on  hir- 
ing, training,  and  assimilating  the  added  personnel  needed  to  support  the  Presi- 
dent's Immigration  Strategy.  To  manage  the  personnel  increase,  we  have  put  into 
place  a  comprehensive  growth  management  plan  that  is  currently  working  to  hire 
new  agents  to  meet  the  current  1996  targets  and  the  projected  target  for  fiscal  year 
1997. 

In  the  process  of  reaching  the  targeted  hiring  numbers,  we  believe  it  is  essential 
to  the  growth  management  effort  that  we  maintain  the  highest  degree  of  quality 
and  ensure  proper  supervision  for  this  tremendous  growth  effort.  With  our  com- 
prehensive growth  management  plan  and  border  control  strategy,  we  are  assuring 
that  these  new  personnel  resources  are  being  integrated  responsibly  and  effectively. 

Restore  infrastructure 

Over  the  last  several  years,  INS  has  received  tremendous  support  in  adding  re- 
sources to  meet  enforcement  and  service  responsibilities.  These  resources  were  fo- 
cused mostly  on  personnel-related  initiatives,  and  under-funded  and  neglected  infra- 
structure requirements.  In  order  to  conduct  enforcement  and  service  activities  in  an 
efficient,  safe  and  cost-effective  manner,  INS  is  faced  with  the  challenge  of  providing 
the  appropriate  equipment,  office  and  operational  space,  career  training,  health  and 
safety  programs  and  basic  administrative  support. 

The  Restore  Infrastructure  Initiative  will  address  those  infrastructure  areas  that 
have  been  neglected  and  under-funded  for  years.  The  components  of  this  initiative 
encompass  a  broad  range  of  issues  that  range  from  reinventing  the  environmental, 
safety  and  occupational  health  program;  career  development  and  journeyman  train- 
ing; IRM  requirements;  staffing  deficiencies;  replacement  of  obsolete  equipment;  re- 
placement vehicles;  leaking  underground  storage  tanks;  and  renovation  of  the  Port 
Isabel  Service  Processing  Center. 

New  legislation 

While  our  goals  are  broad  and  ambitious,  there  are  provisions  in  new  legislation, 
particularly  in  the  House  and  Senate  immigration  bills  and  the  Antiterrorism  and 
Effective  Death  Penalty  Act  of  1996,  that  could  inadvertently  undermine  our  efforts 
to  remove  illegal  aliens  from  the  U.S.  and  to  enforce  our  nation's  immigration  laws 
at  the  border  and  in  the  workplace  in  a  balanced  way. 

INS'  fee  receipts  for  fiscal  year  1997  would  be  gravely  reduced  if  Congress  enacts 
a  change  to  Section  245(1)  that  was  included  in  the  House  passed  version  of  the  im- 
migration bill.  That  amendment  increases  the  fee  to  $2,500  and  restricts  it  to  a  very 
small  group  of  individuals  who  could  use  this  procedure.  We  would  lose  virtually 
all  of  our  projected  $115.2  million  from  these  applications,  dealing  a  major  blow  to 
adjudications  unless  this  shortfall  is  made  up  from  appropriated  funding  or  in- 
creases in  other  fees.  The  Antiterrorism  and  Effective  Death  Penalty  Act  of  1996 
has  severe  resource  impacts  that  we  are  still  evaluating,  particularly  in  the  areas 
of  mandatory  detention  and  expedited  exclusion  provisions. 


293 

INS  is  committed  to  improving  and  carrying  out  the  immigration  policies  and 
practices  of  the  United  States.  At  the  same  time,  these  new  legislative  changes  will 
place  a  challenge  upon  INS'  resources,  which  will  undoubtedly  impact  the  agency's 
fiscal  year  1997  budget  request. 


Question.  Roughly  a  third  of  INS  operations  are  funded  through  fees.  INS  will  col- 
lect more  than  $800  million  in  fees  in  fiscal  year  1996.  The  fiscal  year  1997  Budget 
request  projects  roughly  $920  million  in  fee  receipts,  most  from  foreigners  applying 
for  INS  documents.  As  I  understand  it,  these  fees  were  intended  to  cover  the  full 
cost  of  processing  these  applications.  Do  the  fees  for  INS  documents  cover  processing 
costs?  If  not,  do  you  plan  to  recommend  any  fee  adjustments  this  year? 

Answer.  The  INS  is  working  to  ensure  that  the  fees  charged  for  immigration  adju- 
dication and  naturalization  benefits  and  services  recover  the  costs  of  processing  ap- 
plications and  petitions.  Toward  this  end,  INS  has  initiated  a  major  effort  to  im- 
prove its  fee  setting  process  and  fee  structures.  The  INS  is  working  with  a  contrac- 
tor in  a  blended  team  effort  to  utilize  the  contractor's  technical  ability  and  the  INS 
staffs  expertise.  A  result  of  this  collaboration  will  be  fee  studies  of  all  INS  fee  ac- 
counts. The  current  fee  study,  which  focuses  on  the  Examinations  Fee  Account,  is 
utilizing  sound  statistical,  analytical,  and  cost-accounting  methodologies  to  establish 
revised  fees  for  immigration  and  naturalization  services.  It  is  expected  that  a  pro- 
posed rule  publishing  a  revised  fee  schedule  will  appear  in  the  Federal  Register 
later  this  year.  In  the  interim,  the  245(i)  penalty  is  covering  any  shortfall  in  the 
costs  to  process  applications  received. 

Question.  Several  fees  are  slated  to  expire  in  the  not  too  distant  future.  How  is 
INS  planning  to  cope  with  the  loss  of  these  offsetting  collections? 

Answer.  Provisions  of  Section  245(i)  of  the  Immigration  and  Nationality  Act  ex- 
pire on  September  30,  1997.  In  any  event,  INS  will  take  action  to  adjust  the  Exami- 
nations Fee  Account  fee  schedule  to  ensure  continued  funding  of  immigration  adju- 
dication and  naturalization  services. 

The  Land  Border  Inspection  Fee  Account  which  authorizes  land  border  pilot 
projects,  expires  on  September  30,  1996.  The  INS  has  proposed  reauthorization  of 
this  program. 

There  is  also  a  possibility  that  this  fee  provision  may  terminate  before  its  expira- 
tion date  based  on  language  in  the  House  passed  version  of  the  immigration  bill. 
The  repeal  of  the  Section  245(i)  authority  would  have  severe  consequences  for  the 
Examination  Fee  Account,  resulting  in  an  estimated  deficit  of  over  $100  million,  or 
about  23  percent  of  the  revenue  that  supports  all  applications  processing,  as  well 
as  those  activities  such  as  asylum  and  International  Affairs,  which  the  amount  sup- 
ports. This  would  leave  INS  in  a  situation  where  there  is  insufficient  revenue  to 
cover  existing  obligations  resulting  in  curtailment  of  services  (longer  processing 
times)  and  staff  reductions. 

Question.  Fee  receipts  have  fluctuated  wildly  in  recent  years.  What  are  you  doing 
to  improve  the  accuracy  of  INS  fee  projections? 

Answer.  In  a  March  11,  1996  memorandum,  INS  formally  established  fee  account 
working  groups  to  develop  fiscal  year  revenue  projections,  to  provide  documentation 
of  workload,  and  to  facilitate  the  fee  accounts  decision-making  process.  All  groups 
are  tasked  to  formulate  projections  utilizing  a  statisticals  model.  In  addition  the 
groups  maintain  meeting  minutes  that  include  discussions  of  the  rationale  support- 
ing the  projections. 

DETENTION  NEEDS 

Question.  Consistent  with  the  entire  request  for  the  Justice  Department,  provid- 
ing for  more  detention  space  seems  to  be  a  relatively  low  priority  for  INS.  Yet  I  un- 
derstand you  could  be  facing  severe  capacity  problems  in  the  near  future.  Could  you 
bring  us  up  to  date  on  INS  current  detention  needs? 

Answer.  Expanding  existing  facilities  and  locating  available  and  appropriate  de- 
tention space  has  always  been  a  high  priority  with  the  Immigration  and  Naturaliza- 
tion Service.  The  INS  continues  to  work  closely  with  the  Bureau  of  Prisons  (BOP) 
and  the  United  States  Marshals  Service  (USMS)  through  regular  detention  coordi- 
nation meetings. 

With  additional  resources  received  in  fiscal  year  1996,  INS  has  been  able  to  in- 
crease its  average  daily  bed  space  usage  from  6,389  on  April  18,  1995  to  8,415  on 
April  23,  1996.  This  represents  a  2,026  increase  in  bed  space  usage  in  fiscal  year 
1995.  Additional  increases  are  expected  by  the  end  of  the  year.  In  fiscal  year  1997, 
INS  will  be  re-opening  its  two  Immigration  User  Fee  Contract  Detention  facilities. 
The  Elizabeth,  NJ  facility  will  provide  300  beds  and  the  Wackenhut,  NY  facility  will 
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provide  200  beds.  The  INS  is  also  expanding  the  Krome  SPC  by  an  additional  600 
beds.  These  additional  600  beds  will  become  operational  in  two  phases,  300  in  fiscal 
year  1997  and  300  in  fiscal  year  1998.  The  El  Paso  SPC  will  also  be  expanding  by 
400  beds  in  fiscal  year  1997.  Both  the  Krome  and  El  Paso  SPC's  are  coming  on  line 
in  fiscal  year  1997.  If  any  delays  are  experienced,  INS  will  continue  to  utilize  con- 
tract bed  space  in  the  interim. 

The  fiscal  year  1994  appropriation  included  partial  resources  for  INS  to  begin  con- 
struction of  two  new  facilities.  This  included  a  250  bed  facility  to  be  located  in  Buf- 
falo, New  York,  and  a  300  bed  facility  to  be  located  in  San  Francisco,  CA.  The  Buf- 
falo, NY  facility  will  be  a  joint  INS  and  USMS  facility.  The  USMS  will  have  150 
beds  and  the  INS  100  beds.  The  San  Francisco,  CA  facility  will  be  utilized  only  by 
INS.  It  is  anticipated  that  the  Buffalo,  NY  facility  will  become  operational  in  fiscal 
year  1998.  The  timing  of  the  San  Francisco,  CA  facility  is  yet  to  be  determined.  In 
order  to  complete  necessary  improvements  at  the  Krome,  Florida,  and  El  Paso  and 
Port  Isabel,  Texas,  SPC's,  INS  has  sought  to  reprogram  funds  from  the  partial  re- 
sources approved  for  the  San  Francisco  SPC  project,  with  the  remaining  resources 
dedicated  for  the  design  and  planning  of  the  facility. 

INS  continues  to  locate  available  and  appropriate  bed  space.  Currently,  based  on 
surveys  conducted  by  our  field  offices,  there  are  approximately  4,200  State  and  local 
bed  spaces  available,  over  what  is  currently  in  use. 

Question.  Given  that  (1)  detention  space  is  and  will  continue  to  be  a  challenge  for 
INS  and  the  entire  Justice  Department,  and  (2)  the  Administration's  policy  is  to 
build  more  detention  Federal  facilities  as  a  last  resort,  why  would  the  fiscal  year 
1997  Budget  recommend  a  freeze  in  state  prison  construction?  From  the  Federal 
government's  perspective,  inter-governmental  agreements  (IGA's)  that  allow  the 
Federal  government  to  utilize  state  and  local  prison  and  jail  space  for  detention  pur- 
poses is  a  much  more  cost-effective  solution  to  fluctuations  in  detention  needs  than 
building  Federal  facilities,  run  by  Federal  employees.  Building  more  state  prisons 
will  free  up  more  non-Federal  prison  and  jail  space. 

Answer.  The  Immigration  and  Naturalization  Service  agrees  that  one  of  the  ways 
in  which  to  meet  the  ever  increasing  demands  for  additional  detention  bed  space 
is  to  utilize  State  and  local  detention  facilities,  in  place  of  using  additional  Federal 
facilities  constructed  by  the  Federal  Government. 

We  are  not  aware  that  the  Administration  has  recommended  a  freeze  in  State 
prison  construction.  In  light  of  the  fact  that  the  Administration's  policy  is  to  build 
Federal  detention  facilities  as  a  last  resort,  INS  will  continue  to  rely,  in  part,  on 
additional  State  and  local  beds  to  meet  its  detention  needs. 

PENDING  IMMIGRATION  BILLS 

Question.  Please  describe  the  provisions  of  the  House  and  Senate  immigration 
bills  that  will  have  the  biggest  impact  on  the  cost  of  INS  operations? 

Answer.  INS  has  reviewed  both  of  the  immigration  bills  and  believes  that  the  fol- 
lowing provisions  would  have  the  greatest  impact  on  the  cost  of  its  operations: 

House  Bill — Section  101.  Border  Patrol  agents  and  Support  Personnel. — This  pro- 
vision authorizes  an  increase  of  1,000  Border  Patrol  agents  above  the  number  of 
equivalent  positions  as  of  September  30,  1994,  for  each  fiscal  year  beginning  with 
fiscal  year  1996  and  ending  with  fiscal  year  2000.  It  also  authorizes  an  increase  of 
support  personnel  by  800  positions  above  the  number  of  equivalent  positions  as  of 
September  30,  1996,  beginning  with  fiscal  year  1996. 

Senate  Bill — Section  101.  Border  Patrol  agents. — This  section  authorizes  an  in- 
crease of  no  less  than  700  agents,  and  in  fiscal  year  1997,  1998,  1999,  and  2000, 
an  increase  of  no  less  than  1,000  the  number  of  positions  for  full-time,  active-duty 
Border  Patrol  agents  above  the  number  of  such  positions  for  which  funds  were  allot- 
ted for  the  preceding  fiscal  year.  It  also  states  that  in  fiscal  year  1996,  1997,  1998, 
1999,  2000,  support  personnel  may  increase  by  no  more  than  300  above  the  number 
of  such  positions  for  which  funds  were  allotted  for  the  preceding  fiscal  year.  There 
would  be  considerable  costs  associated  with  expanding  the  national  recruiting  cam- 
paign for  candidates  for  the  Border  Patrol,  augmenting  current  training  facilities, 
hiring  training  instructors,  increasing  the  number  of  supervisory  Border  Patrol 
agents  and  expanding  and  renovating  existing  Border  Patrol  facilities. 

House  Bill— Section  102.  Improvement  of  Barriers  at  Border. — This  provision  au- 
thorizes the  Attorney  General,  in  consultation  with  the  Commissioner  of  INS,  to  in- 
stall additional  physical  barriers  and  roads  (including  the  removal  of  obstacles  to 
the  detection  of  illegal  entrants)  in  the  vicinity  of  the  U.S.  border  to  deter  illegal 
crossings  in  areas  of  high  illegal  entry  into  the  United  States. 

A  subsection  to  Section  102  also  requires  the  Attorney  General  to  construct  a  sec- 
ond and  third  fence  along  the  14  miles  of  the  international  land  border  of  the  Unit- 
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ed  States.  A  total  of  $12  million  is  authorized  to  carryout  this  subsection;  however, 
INS  believes  that  it  will  cost  considerably  more  to  construct  the  required  fencing. 

Senate  Bill — Section  102.  Investigators. — This  provision  authorizes  funds  to  be  ap- 
propriated to  the  Department  to  enable  INS  to  increase  the  number  of  investigators 
to  300  full-time  active-duty  personnel. 

Senate  Bill — Section  103.  Land  Border  Inspectors. — This  section  requires  increases 
in  land  border  inspectors  and  Customs  Agents  to  eliminate  undue  delay  in  lawful 
entries  at  land  border  ports. 

Senate  Bill — Section  104.  Investigators  of  Visa  Overstayers. — This  provision  au- 
thorizes increases  up  to  300  full-time  Investigators  (Special  Agents)  and  support 
personnel  dedicated  to  the  investigation  of  visa  overstayers. 

Senate  Bill — Section  106.  Increase  in  INS  Detention  Facilities. — This  section  re- 
quires, subject  to  appropriations,  an  increase  in  INS  detention  facilities  up  to  9,000 
beds  before  the  end  of  fiscal  year  1997.  The  increase  in  detention  space  should  not 
be  limited  to  beds  and  facilities  but  should  also  include  increases  in  detention  and 
deportation  staffing,  thereby  providing  INS  with  all  of  the  infrastructure  necessary 
to  support  an  increase  in  bedspace. 

Senate  Bill — Section  108.  Construction  of  Physical  Barriers,  Deployment  of  Tech- 
nology and  Improvements  to  Roads  in  the  Border  Area  Near  San  Diego,  California. — 
This  section  authorizes  $12  million  for  the  construction,  expansion,  improvement  or 
deployment  of  triple  fencing.  Again,  INS  believes  that  $12  million  will  not  cover  the 
total  cost  of  this  effort. 

House  Bill — Section  113.  Pilot  Program  to  Collect  Records  of  Departing  Pas- 
sengers.— This  provision  stipulates  that  within  180  days  after  the  date  of  the  enact- 
ment of  this  Act,  the  Commissioner  of  INS  shall  establish  a  pilot  program  in  which 
officers  of  the  Service  collect  a  record  of  departure  for  every  alien  departing  the 
United  States  and  match  the  records  of  departure  with  the  record  of  the  alien's  ar- 
rival in  the  United  States.  Based  on  the  requirements  of  this  section,  if  an  "officer" 
of  INS  was  required  to  collect  a  record  of  departure  form  "every  alien"  departing 
the  U.S.  (given  that  records  are  not  collected  for  all  incoming  aliens,  just  non-immi- 
grant aliens)  the  cost  of  such  a  program  would  be  considerable. 

The  INS  has  prepared  a  report  on  a  Departure  Management  Pilot  Program  in  re- 
sponse to  the  requirement  contained  in  House  Report  Number  104-196.  The  report 
presents  the  goals  and  objectives  of  departure  management,  current  and  planned 
initiatives,  issues  concerning  a  departure  control  pilot  program,  and  a  plan  for  an 
alternative  pilot  for  improved  departure  management  that  works  within  current 
statutory  authority  and  existing  airport  facilities.  It  is  currently  being  reviewed  by 
the  Department  of  Justice  and  will  be  transmitted  to  Congress  and  the  Office  of 
Management  and  Budget  as  soon  as  it  is  approved. 

Senate  Bill— Section  174.  Automated  Entry-Exit  Control  System. — This  provision 
stipulates  that  no  later  than  two  years  after  the  date  of  the  enactment  of  this  Act, 
the  Attorney  General  shall  develop  an  automated  entry  and  exit  control  system. 
This  system  should  enable  the  Attorney  General  to  identify,  through  on-line  search- 
ing procedures,  lawfully  admitted  nonimmigrants  who  remain  in  the  United  States 
beyond  the  period  authorized  by  the  Attorney  General.  INS  is  currently  in  the  proc- 
ess of  automating  the  Form  1-94.  However,  its  automation  will  not  deal  with  those 
who  depart  through  land  border  ports  of  entry.  To  establish  an  automation  system 
for  all  arrivals  and  departures  would  be  costly. 

House  Bill — Section  201.  Wiretap  authority  for  alien  smuggling  investigations. — 
Since  the  INS  does  not  currently  have  wiretap  authority,  this  provision  would  be 
extremely  costly  to  implement.  There  would  be  a  tremendous  training  requirement 
in  the  beginning  because  of  recordkeeping  requirements  for  wiretaps.  Other  costs 
would  include  detail  costs  associated  with  people  needed  to  interpret  the  language 
spoken  by  the  subjects  of  the  wiretaps,  wiretap  equipment,  transcription  costs,  and 
tapes.  Also,  the  length  of  the  investigation  is  a  cost  factor. 

Senate  Bill—Section  121.  Wiretap  Authority  for  Investigations  of  Alien  Smuggling 
or  Document  Fraud. — Same  cost  factors  as  House  Bill — Section  201. 

House  Bill — Section  302.  Inspection  of  Aliens;  Expedited  Removal  of  Inadmissible 
Arriving  Aliens;  Referral  for  Hearing  (Revised  Section  235). — In  order  to  make  expe- 
dited exclusion  effective,  INS  must  detain  in  all  cases  including  where  asylum  is 
claimed.  Obviously,  there  will  be  significant  detention-related  costs  (detention 
bedspace  and  staff  costs)  as  well  as  costs  associated  with  creating  A-files  for  these 
aliens. 

Senate  Bill — Section  141.  Special  Exclusion  Extraordinary  Migration  Situations. — 
Same  cost  factors  as  House  Bill — Section  302. 

House  Bill — Section  303.  Apprehension  and  Detention  of  Aliens  Not  Lawfully  in 
the  United  States  (Revised  Section  236). — The  full  enforcement  of  this  section  would 
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result  in  a  significant  increase  in  the  number  of  aliens  detained  by  INS,  which 
would  result  in  a  significant  increase  in  detention-related  costs. 

There  is  no  corresponding  section  in  the  Senate  Bill. 

House  Bill — Section  305.  Detention  and  Removal  of  Aliens  Ordered  Removed  (New 
Section  241). — Due  to  the  difficulty  of  obtaining  travel  documents,  there  is  often  a 
significant  period  between  the  issuance  of  the  deportation  order  and  the  actual  re- 
moval. Obviously,  mandated  detention  during  this  period  would  increase  detention- 
related  costs. 

Senate  Bill — Section  164.  Custody  of  Aliens  Convicted  of  Aggravated  Felonies. — 
These  mandated  detention  policies  would  result  in  cost  impacts  similar  to  the  other 
mandatory  detention  sections. 

House  Bill — Section  703.  Preinspection  at  Foreign  Airports. — This  provision  re- 
quires that  not  later  than  two  years  after  the  date  of  the  enactment  of  this  section, 
the  Attorney  General,  in  consultation  with  the  Secretary  of  State,  shall  establish 
and  maintain  preinspection  stations  in  at  least  five  of  the  foreign  airports  that  are 
among  the  10  foreign  airports  which  the  Attorney  General  identifies  as  serving  as 
last  points  of  departure  for  the  greatest  numbers  of  passengers  who  arrive  from 
abroad  by  air  at  ports  of  entry  within  the  United  States.  This  would  result  in  in- 
creased costs  to  establish  those  preinspection  stations. 

Senate  Bill— Section  213.  Land  Border  Pilot  Program. — This  provision  authorizes 
the  Attorney  General  to  establish  another  land  border  fee  pilot  project  on  the  north- 
ern land  border  and  on  the  southern  land  border  of  the  United  States.  It  also  au- 
thorizes the  Attorney  General  and  the  Commissioner  of  the  U.S.  Customs  Service 
to  conduct  pilot  projects  to  demonstrate  the  feasibility  of  expanding  port  of  entry 
hours  at  designated  ports  of  entry  on  the  U.S./Canada  border;  or  the  use  of  des- 
ignated ports  of  entry  after  working  hours  through  the  use  of  card  reading  machines 
or  other  appropriate  technology. 

House  Bill — Section  808.  Limitation  on  Adjustment  of  Status  of  Individuals  not 
Lawfully  Present  in  the  United  States. — Losing  this  revenue  would  seriously  limit 
INS'  ability  to  enforce  immigration  laws  and  provide  basic  services.  The  loss  of  this 
revenue  jeopardizes  INS'  goal  to  become  current  with  adjustment  of  status  and  nat- 
uralization work  by  the  end  of  the  summer  of  fiscal  year  1996.  Also,  we  will  have 
to  scale  back  our  asylum  processing  capacity  and  will  have  to  limit  the  ongoing  ex- 
pansion of  the  Ask  Immigration  information  service,  which  rely  on  this  section  245 
(i)  revenue. 

There  is  no  corresponding  section  in  the  Senate  Bill. 

REPROGRAMMING  PROCEDURES 

Question.  I  hope  that  the  Charleston  Border  Patrol  Training  Facility  taught  us 
all  that  treating  reprogramming  requests  as  press  releases  only  creates  problems. 
Reprogramming  requests  are  formal  requests  from  the  Administration  to  shift  budg- 
etary resources  in  order  to  address  changing  circumstances.  They  are  approved  on 
a  bipartisan,  bicameral  basis.  If  the  INS  or  anyone  else  wants  this  Subcommittee 
to  take  its  reprogramming  requests  seriously,  they  have  to  take  the  approval  process 
seriously.  Can  you  assure  me  and  Senator  Hollings  that  you  will  do  everything  in 
your  power  to  avoid  having  reprogramming  requests  treated  as  press  releases? 

Answer.  The  situation  involving  the  announcement  of  the  Charleston  training  fa- 
cility was  unfortunate.  I  can  assure  you  that  INS  recognizes  its  responsibility  to 
consult  with  the  Appropriations  Committees  and  affected  Members  on  issues  such 
as  these.  In  no  case  will  press  releases  be  issued  in  the  future  until  congressional 
consultations  have  occurred.  In  fact,  this  situation  has  already  taken  place.  As  you 
know,  INS  consulted  with  the  Appropriations  Committees  on  the  deployment  of  its 
new  1996  positions  prior  to  the  announcement  and  has  also  kept  the  Congress  in- 
formed on  other  activities  as  well. 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

245(1) 

Question.  I  understand  that  this  provision  has  generated  $100  million  per  year 
for  the  INS.  Is  that  correct? 

Answer.  Yes,  INS  estimated  to  have  received  $135  million  in  revenue  ($107  mil- 
lion due  to  the  penalty)  in  fiscal  year  1995.  In  fiscal  year  1996,  INS  estimates  to 
receive  $100  million  in  revenue  and  $115  million  during  fiscal  year  1997. 

Question.  The  House-passed  version  of  the  Immigration  Bill  proposed  eliminating 
this  provision.  What  would  the  impact  on  the  INS  be  if  that  provision  passed? 
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Answer.  The  repeal  or  sunset  of  the  Section  245(i)  authority  would  have  severe 
consequences  on  the  Examinations  Fee  Account,  resulting  in  an  estimated  deficit  of 
over  $100  million  in  fiscal  year  1997,  based  on  the  President's  fiscal  year  1997 
Budget  Request  for  the  Examinations  Fee  Account.  The  Examinations  Fee  Account 
is  dependent  on  the  245(1)  penalty  fees  to  supplement  the  resource  levels.  Using  the 
245(i)  penalty  fees,  INS  will  be  able  to  implement  a  work  force  and  strategy  to  be- 
come current  with  the  immense  pending  application  workload.  The  loss  of  245(i)  rev- 
enue would  represent  a  loss  of  about  23  percent  of  the  revenue  that  supports  all 
applications  processing,  as  well  as  those  activities,  such  as  asylum  and  International 
Affairs,  which  the  amount  supports.  This  would  leave  INS  in  a  situation  where 
there  would  be  insufficient  revenue  to  cover  existing  obligations  resulting  in  curtail- 
ment of  services  (longer  processing  times)  and  staff  reductions.  The  repeal  of  245(i) 
would  undo  the  critical  naturalization  effort  that  began  in  late  fiscal  year  1995  and 
will  require  INS  to  immediately  move  to  undo  hiring  and  other  initiatives  designed 
to  reduce  case  backlogs.  This  will  significantly  impede  INS'  progress  in  attaining 
and  maintaining  currency  with  naturalization  applications.  In  addition,  the  loss  of 
245(i)  revenue  will  abbreviate  the  on-going  expansion  and  maintenance  of  the  Ask 
Immigration  information  service  and  minimize  the  absorption  of  the  cost  of  the 
Cuban  and  Haitian  Entrant  Program  (CHEP).  The  resulting  increase  in  backlogs 
will  increase  the  risk  that  ineligible  applicants  will  obtain  interim  benefits,  such  as 
employment  authorization,  while  their  underlying  applications  are  pending. 

Question.  How  many  employees  would  you  have  to  let  go  and  where  are  they? 

Answer.  Over  750  permanent  positions  (Adjudication  Officers  and  Clerks,  Immi- 
gration Information  Officers,  Records  support,  FOIA  positions,  Legal  Proceeding  po- 
sitions, and  Management  and  Administrative  positions)  would  have  to  be  let  go. 
Also,  all  additional  temporary  positions  provided  in  our  fiscal  year  1996  reprogram- 
ming  that  would  have  dealt  with  the  processing  of  adjustment  cases  along  with  sup- 
porting the  naturalization  initiative  would  be  eliminated.  The  Service  has  planned 
to  extend  all  temporary  positions  provided  under  this  reprogramming  until  Decem- 
ber 1996  to  further  eliminate  any  pending  applications  and  put  INS  in  a  better  posi- 
tion to  handle  any  additional  workload.  These  temporary  positions  in  total  come  to 
511  temporary  officers,  18  supervisory  positions  and  385  temporary  clerks.  It  would 
also  force  us  to  stop  all  contract  support  being  provided.  The  majority  of  all  the  posi- 
tions are  located  in  the  six  key  districts  (Miami,  New  York,  Newark,  Chicago,  Los 
Angeles  and  San  Francisco). 

Question.  The  House  members  seem  to  feel  that  these  aliens  should  not  be  able 
to  apply  to  adjust  status.  But  that  is  a  problem  with  the  underlying  immigration 
statutes,  not  this  245(1)  fee.  Is  that  correct? 

Answer.  That  is  correct.  Both  immigration  bills  include  amendments  to  the  sub- 
stantive eligibility  for  immigration  status  of  aliens  who  are  unlawfully  in  the  United 
States.  Those  proposed  changes  should  be  addressed  on  their  own  merits  aside  from 
any  eligibility  to  adjust  status  in  the  United  States  under  section  245  of  the  INA. 
However,  even  if  those  restrictions  are  passed,  there  will  continue  to  be  aliens  in 
the  United  State  who  are  eligible  to  immigrate,  but  who  must  be  processed  for  a 
visa  overseas  because  of  the  proposed  restrictions  on  Section  245(1).  We  have  objec- 
tions to  that  approach. 

Question.  On  the  Senate  floor,  Senator  Biden  proposed  using  the  245(1)  fee  to  fund 
border  enforcement  programs.  Do  you  think  that  Congressman  Rohrbacher  would  be 
any  more  willing  to  support  245(1)  if  it  were  used  for  border  and  immigration  en- 
forcement programs,  such  as  Border  Patrol  equipment,  instead  of  Naturalization 
programs? 

Answer.  Although  we  cannot  speak  for  the  Congressman,  we  do  not  believe  that 
it  is  an  issue  of  where  the  funding  generated  from  the  245(i)  fee  is  directed,  the 
issue  is  about  a  giving  a  "benefit",  such  as  section  245  of  the  Immigration  and  Na- 
tionality Act,  to  illegal  aliens. 

INS  BUDGETS — UP,  UP  AND  AWAY! 

Question.  Commissioner  Meissner,  in  1986  the  INS  budget  was  $594  million.  In 
1991,  it  was  $895  million.  In  1993,  it  increased  to  $1,514  billion.  In  1995,  $2,080 
billion.  In  1996,  $600  million  more  than  that.  And,  in  1997  you  are  requesting  an- 
other $428  million  increase  to  a  total  funding  level  of  $3,067  billion. 

So,  in  about  eleven  years,  the  INS  budget  increased  about  500  percent.  And  just 
since  1993,  you  are  proposing  a  doubling  of  the  budget.  If  we  approve  this  budget, 
your  one  agency  within  the  Justice  Department  will  be  almost  as  big  as  the  entire 
Department  of  Commerce  and  it  will  be  bigger  than  the  State  Department  operating 
and  facility  accounts  in  this  appropriations  bill. 
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Now,  I'm  all  for  combating  illegal  immigration  and  facilitating  legal  immigra- 
tion— and,  I  think  you  know  that  for  some  time  I  have  been  one  of  your  biggest  fans 
on  Capitol  Hill — but,  in  all  honesty,  can  any  agency,  can  any  institution,  responsibly 
handle  growth  of  this  magnitude? 

Answer.  Yes.  The  INS  has  and  will  continue  to  manage  the  growth  in  its  re- 
sources in  both  a  highly  effective  and  efficient  manner.  The  growth  in  resources  that 
INS  has  received  from  the  Congress  over  the  last  several  years  is  emblematic  of  the 
critical  need  for  increased  funding  to  deal  with  the  tremendous  challenges  facing  us 
as  a  Nation  in  enforcing  our  immigration  laws. 

In  1994,  the  Attorney  General  and  Commissioner  Meissner  announced  a  multi- 
year  plan  committing  this  Nation  to  a  comprehensive  border  enforcement  strategy. 
Under  the  strategic  plan,  Border  Patrol  agent  staffing  will  rise  by  over  67  percent, 
to  more  than  6,600  agents  from  fiscal  year  1993  to  fiscal  year  1997.  Overall,  INS 
is  on  track  in  fiscal  year  1996  with  its  overall  hiring  plan. 

You  should  be  assured  of  the  professionalism  that  is  being  exhibited  within  INS 
to  manage  these  resources  entrusted  to  us.  Their  management  is  a  top  priority  of 
this  agency.  Everything  else  in  the  bi-partisan  immigration  initiative  depends  on  ef- 
fective resource  management  including  the  hiring,  training,  and  assimilating  of  ad- 
ditional personnel  in  the  workforce.  We  have  put  into  place  a  comprehensive  plan 
to  handle  our  resource  growth.  We  have  reorganized  the  agency,  made  personnel 
changes,  recruited  a  new  leadership  team,  and  established  management  systems  to 
implement  the  challenging  agenda.  We  have  committed  to  an  INS-wide  moderniza- 
tion program  through  automation  and  technology  infusions  for  which  we  have  met 
or  exceeded  all  of  our  goals.  Much  of  the  resources  requested  in  the  1997  budget 
represent  a  continuation  of  efforts  begun  under  this  Administration  and  generously 
supported  by  the  Congress. 

We  have  achieved  significant  accomplishments.  Programmatically  we  have: 

— Launched  and  continue  to  build  on  successful  border  control  operations  such  as 
Hold  the  Line  in  El  Paso,  Gatekeeper  in  San  Diego,  and  Safeguard  in  Arizona. 
The  differences  are  dramatic. 

— Achieved  record  levels  of  alien  removals  in  1995. 

— Expanded  and  Enhanced  the  Institutional  Hearing  Program — whereby  cases  of 
aliens  who  are  currently  serving  sentences  for  crimes  are  heard  before  Immigra- 
tion Judges,  allowing  the  removal  of  aliens  upon  completion  of  their  sentences. 

— Implemented  Citizenship  USA — to  speed  naturalization  application  processing 
and  strengthen  partnerships  with  other  organizations  providing  immigrant 
services. 

— Experienced  Skyrocketing  Demand  for  Immigration  Benefits.  These  benefits  are 
funded  from  fee  revenues  so  do  not  require  additional  resources. 

— Successfully  Implemented  the  Asylum  Reform  program. 

In  the  Automation/Telecommunication  area  INS  has  used  the  funding  provided  to: 

— Develop  and  Implement  IDENT — now  deployed  ahead  of  schedule  across  the 
Southwest  border,  which  uses  a  unique  fingerprint  identifier  to  monitor  illegal 
entries  into  the  U.S.  This  technology  is  already  yielding  significant  results  be- 
cause is  has  allowed  us  to  prosecute  criminal  aliens  who  previously  would  have 
been  returned  at  the  border; 

— Deploy  INS'  ADP  infrastructure  along  the  Southwest  border; 

— Install  video-teleconferencing  capabilities  in  INS'  4  Administrative  Centers,  4 
Service  Centers,  HQ  and  FLETC; 

— Install  a  new  card  production  machine  in  the  Lincoln  Nebraska  Service  Center 
which  is  ready  to  begin  card  production. 

To  ensure  that  INS'  management  is  moving  forward  prudently,  INS  has  requested 
that  the  Department  undertake  several  management  studies  on  its  behalf.  These 
studies  have  looked  into  the  operations  of  INS'  Regional  Service  Centers,  INS'  Ad- 
ministrative Centers,  and  the  operations  and  staffing  of  its  General  Counsel's  Office. 
The  National  Academy  of  Public  Administration  (NAPA)  is  also  undertaking  a  re- 
view of  INS'  management,  budget,  and  organizational  structure. 

In  addition,  seeking  to  effect  still  further  management  improvements,  INS  is  par- 
ticipating in  two  Reinvention  Laboratories.  They  are  as  follows:  Project  SENTRI 
which  combats  illegal  border  crossing  at  the  U.S./Mexico  Border  by  developing  and 
testing  advance  technology  to  improve  border  security  and  expedite  traffic;  and,  de- 
veloping model  district  offices  in  El  Paso  and  Detroit — As  a  reinvention  lab,  these 
sites  will  be  able  to  cut  through  bureaucratic  red  tape  to  deliver  better  and  faster 
service  to  their  customers. 

Finally,  it  should  be  noted  that  organizations  outside  INS  have  recognized  the  ac- 
complishments we  have  achieved  in  recent  years.  For  example,  INS  has  received 
prestigious  national  awards,  such  as: 
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— A  Ford  Foundation  Award  for  Excellence  for  "Operation  Jobs,"  an  initiative  that 
replaces  illegal  workers  with  eligible  workers,  often  drawn  from  unemployment 
or  welfare  rolls. 
— A  Hammer  Award  for  INS  for  improving  its  Border  Crossing  Card  Program,  in- 
creasing customer  orientation  by  reducing  traveler  processing  times  and  INS 
staffing  requirements  for  that  activity  by  more  than  half. 
These  awards  bear  testimony  to  our  commitment  to  improve  operations  and  de- 
liver better  service  to  the  public.  They  also  are  examples  that  a  dollar  invested  in 
INS  is  a  dollar  well  spent. 

VEHICLES 

Question.  Commissioner  Meissner,  could  you  please  provide  a  breakout  of  your  ve- 
hicle fleet  and  a  listing  of  the  vehicles  that  you  are  proposing  to  procure  in  fiscal 
year  1996  and  fiscal  year  1997? 

Answer.  The  attached  table  (attachment  #2)  reflects,  by  vehicle  type,  INS's  exist- 
ing vehicle  fleet  and  proposed  fiscal  year  1996  and  fiscal  year  1997  vehicle  procure- 
ments. 

ATTACHMENT  2.— INS  VEHICLE  FLEET 


Method  of  Acquisition  and  Type  ot 
Vehicle 

1996 

1997 

Beginning 
of  Year 

Acquired 

Disposed 

End  of 
Year 

Acquired 

Disposed 

End  of 
Year 

Direct  Purchase: 

Subcompact  sedan  

Compact  sedan 

165 
446 
826 

1,503 
11 

1,184 

12 

8 

418 

198 

12 
8 

36 
37 

165 

446 

1,208 

1,664 

11 

1,272 

22 

11 

386 

410 

22 

11 

224 

343 

165 
446 

Mid-size  sedan 

1,370 
1,731 

Station  wagon  

11 

Van  

Utility,  4x2 

Carryall,  4x2 

157 

69 

184 

184 

1,272 

Bus 

Special  purpose: 

4-wheel  drive  

Other 

119 

2,226 
30 

305 
266 

37 
570 

4 
69 

152 

2,727 
30 

305 
266 

15 
1,251 

15 
729 

152 

3,249 
30 

Trucks: 

Pickup  

Other  

305 

266 

Subtotal  pur- 
chased   

7,081 

1,400 

235 

8,246 

2,279 

1,528 

8,997 

Leased: 

Other  

2 

2 

2 

2 

2 

2 

Seized  or  no  cost  excess: 
Compact 

Mid-size  sedan 

60 
30 
829 

20 
20 

20 

60 
30 
829 

20 
20 

20 

60 
30 

Other  

20 

20 

829 

Subtotal  seized 

919 

40 

40 

919 

40 

40 

919 

Total  Vehicles  

8,002 

1,440 

275 

9,167 

2,319 

1,568 

9,918 

300 

Question.  How  long  does  it  take  the  Border  Patrol  to  log  60,000  miles  on  a  vehi- 
cle? 

Answer.  On  average,  a  Border  Patrol  vehicle  logs  60,000  miles  in  approximately 
3.3  years. 

Question.  Have  you  examined  using  HMMV  or  other  military  vehicles? 

Answer.  HMMVs  have  been  considered  for  use  by  the  Border  Patrol.  They  have 
not  been  adopted  for  use  because  of  their  high  cost  and  other  factors,  including 
maintenance  and  availability  of  parts.  The  Service  presently  does  have  in  its  fleet, 
and  continues  to  acquire,  excess  military  vehicles  such  as  pickups,  4x4  utilities,  ve- 
hicles for  use  as  mobile  highway  checkpoints,  and  heavy  construction  vehicles. 

MEASUREMENTS — HOW  MUCH  IS  ENOUGH? 

Question.  How  many  illegal  aliens  do  we  estimate  are  in  the  United  States? 

Answer.  Approximately  3.4  million  illegal  aliens  were  residing  in  the  United 
States,  as  of  October  1992,  the  date  of  the  INS'  last  official  estimate.  This  estimate 
is  based  on  a  demographic  analysis  of  a  large  national  household  survey  and  INS 
data,  including  records  of  persons  overstaying  the  terms  of  their  temporary  visa. 
The  estimate  is  subject  to  sampling  variability  and  several  assumptions;  therefore, 
the  actual  number  of  illegal  residents  in  1992  could  have  been  a  few  hundred  thou- 
sand higher  or  lower  than  the  estimated  number.  It  is  difficult  to  determine  how 
many  short-term  residents,  persons  who  are  in  the  United  States  temporarily,  or 
who  are  not  living  in  a  household,  are  included  in  the  estimate. 

Question.  How  many  of  these  people  came  over  the  border  illegally  from  Mexico, 
versus  other  means?  For  example,  people  who  came  as  tourists  and  never  left? 

Answer.  We  estimate  that  about  approximately  half  of  the  illegal  resident  popu- 
lation first  entered  on  a  nonimmigrant  visa.  Most  of  the  remaining  population  en- 
tered without  inspection  across  the  U.S. -Mexican  border,  although  some  may  have 
crossed  the  U.S. -Canadian  border.  The  legalization  of  more  than  2  million  Mexican 
illegal  immigrants  under  the  Immigration  Reform  and  Control  Act  (IRCA)  of  1986 
greatly  reduced  the  number  of  illegal  residents  who  entered  across  the  U.S. -Mexican 
border. 

Question.  Do  you  have  any  estimate  of  how  many  illegal  border  crossings  are 
made  each  year  from  Mexico?  What  percentage  of  illegal  border  crossings  from  Mex- 
ico do  you  estimate  that  the  Border  patrol  and  INS  interdict  each  year? 

Answer.  The  INS  is  developing  several  innovative  procedures  to  measure  the  ef- 
fectiveness of  our  border  control  strategies.  The  INS  is  fingerprinting  all  adult 
aliens  apprehended  in  San  Diego  Sector.  IDENT  has  been  deployed  at  70  sites,  and 
we  are  in  the  process  of  extending  the  system  throughout  the  entire  Southwest  bor- 
der. This  will  allow  us  to  estimate  the  number  of  individuals  who  are  attempting 
to  enter  the  United  States,  the  probability  of  apprehension,  and  changes  in  routes 
of  attempted  entry.  The  IDENT  system  is  being  used  to  evaluate  the  enforcement 
strategies  that  we  have  recently  initiated.  We  have  demonstrated  that  Operation 
Gatekeeper,  for  example,  has  moved  the  preferred  route  of  entry  eastward  to  areas 
that  improve  the  chances  for  apprehension. 

Question.  We  are  adding  resources  galore  to  INS  as  I  noted  before.  So  how  do  we 
know  if  we  are  winning  the  war?  How  much  illegal  immigration  is  acceptable — is 
you  goal  to  stop  all  illegal  crossings?  Is  that  possible  in  your  opinion? 

Answer.  Our  efforts  to  enforce  the  border  have  made  it  more  difficult  than  ever 
to  cross  illegally.  In  those  locations  where  we  have  been  able  to  concentrate  our 
forces,  the  signs  of  control  are  clearly  evident  and  easily  testified  to  by  local  commu- 
nities. In  El  Paso,  Operation  Hold-the-Line  has  reduced  the  number  of  apprehen- 
sions significantly,  indicating  a  decline  in  the  number  of  attempted  crossers.  Local 
crime  and  public  disorder  that,  in  the  past,  had  been  attributable  to  illegal  immigra- 
tion have  been  substantially  reduced.  In  San  Diego,  Operation  Gatekeeper  has  had 
a  similar  impact  on  attempted  illegal  crossings.  Apprehensions  have  declined,  the 
streets  are  safer  in  the  border  neighborhoods,  and  reports  from  citizens  and  the  mi- 
grants themselves  show  less  illegal  traffic.  We  have  begun  to  achieve  similar  control 
in  Nogales,  Arizona,  where  we  have  been  able  to  concentrate  new  agents,  fences, 
lighting  and  other  measures  of  deterrence.  At  a  much  smaller  scale,  we  have  also 
begun  to  make  progress  in  downtown  Brownsville,  Texas.  We  still  have  a  substan- 
tial task  before  us,  but  the  indicators  of  progress  are  clear. 

As  a  law  enforcement  agency,  we  would  like  to  be  able  to  stop  illegal  behavior 
completely.  Yet,  the  job  incentive  in  the  United  States  is  a  powerful  attraction  to 
people  from  around  the  world.  With  congressional  help,  INS  has  begun  to  build  the 
comprehensive  enforcement  system  that  will  ultimately  bring  illegal  immigration 
under  control.  We  have  initiated  an  unprecedented  program  to  remove  illegal  immi- 
grants who  have  committed  crimes  or  who  have  obtained  jobs  in  an  unauthorized 
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way.  We  have  reformed  the  asylum  system  to  discourage  abuse.  We  are  helping  em- 
ployers comply  with  the  law  so  that  they  can  prevent  employment  of  unauthorized 
workers  without  creating  a  significant  burden.  Progress  toward  constructing  and  im- 
plementing this  comprehensive  enforcement  system  will  be  measured  in  fewer  ille- 
gal aliens  crossing  the  borders  or  through  airports,  fewer  illegal  aliens  incarcerated 
at  U.S.  taxpayer  expense,  and  fewer  unauthorized  workers  able  to  find  jobs  from 
employers  unwilling  to  comply  with  the  law. 

BORDER  PATROL  STAFFING 

Question.  The  House  and  Senate  Immigration  Bills  propose  adding  5,000  addi- 
tional Border  Patrol  agents.  I  have  always  been  interested  in  this  issue — Pete  Do- 
menici  and  I  started  this  effort  three  years  ago.  But  now,  I  must  admit,  I  have  other 
reasons  for  being  interested  in  this  build-up. 

So,  could  you  help  us  track  Border  Patrol  end-strength  and  what  5,000  more 
agents  means?  If  we  are  at  4,881  at  the  start  of  fiscal  year  1996,  does  that  mean 
the  law  would  require  you  to  build  up  to  10,900  agents? 

Given  training  capacity  you  are  adding  at  Charleston,  how  long  would  it  take  to 
reach  that  end  strength? 

Answer.  If  the  baseline  specified  in  the  subject  legislation  is  the  authorized  and 
funded  Border  Patrol  agent  positions  for  fiscal  year  1996  (5,678  Agents)  then  "5,000 
more  Border  Patrol  agents"  would  increase  the  Patrol's  strength  to  10,678  by  2001, 
if  all  positions  are  funded. 

It  must  be  recognized  however  the  hiring  and  training  requirements  would  signifi- 
cantly exceed  the  5,000  figure.  The  maximum  reasonable  "net  new"  (increase  over 
base),  is  1,000  Border  Patrol  agents  per  year.  Agents  hired  and  trained  each  year 
would  equal  the  1,000  new  agents  and  approximately  600  agents  each  year  to  re- 
place personnel  lost  through  attrition  and  transfers  to  other  occupations. 

In  fiscal  year  1997,  1,540  Border  Patrol  agents  will  be  trained  using  the  combined 
facilities  of  the  Glynco,  GA  and  Charleston,  SC  training  facilities.  In  fiscal  year  1998 
and  subsequent  years,  the  number  of  new  agents  hired  and  trained  would  gradually 
increase  to  compensate  for  attrition  and  ensure  an  average  annual  growth  of  1,000 
agents. 

Sustaining  this  level  of  growth  over  the  period  of  time  would  require  improve- 
ments in  the  Border  Patrol  hiring  system  to  achieve  greater  efficiencies  in  a  very 
labor  intensive  process.  Even  with  efficiencies  this  growth  would  require  additional 
personnel  support  for  recruitment  and  hiring  activities  and  additional  clerical  and 
administrative  support  in  field  locations. 

DRUGS/MEXICO 

Question.  I'm  sure  you  have  been  following  all  these  press  articles  about  the  per- 
vasiveness and  power  of  narcotics  in  Mexico.  One  Washington  Post  article  referred 
to  the  "Drug  Fiefdom  of  Northern  Mexico."  Do  you  have  any  statistics  on  how  much 
narcotics  are  seized  by  your  Border  Patrol  and  INS  inspectors  on  the  Border?  What 
about  at  interior  posts  and  at  the  San  Clemente  and  Temecula  checkpoints? 

Answer.  In  fiscal  year  1995,  INS  seized  approximately  $1,882  billion  in  narcotics 
on  the  U.S./Mexico  border.  The  breakdown  of  the  amounts  by  type  of  narcotic  is  as 
follows:  Cocaine — $1,371  billion;  Marijuana — $477  million;  Heroin — $4.2  million; 
and  Other  Drugs— $29.8  million. 

Seizure  data  for  interior  posts  are  not  presently  tracked  separately;  they  are  con- 
solidated at  the  Headquarters  level.  However,  in  1995,  INS  seized  approximately 
$15.1  million  and  $19.6  million  in  narcotics  in  San  Clemente  and  Temecula,  respec- 
tively. The  breakdown  by  office  and  narcotic  is  as  follows: 

Office  I  Type  of  Narcotic  ^  Amount 

San  Clemente: 

Marijuana $9,800,000 

Cocaine  5,200,000 

Heroin  26,000 

Other  Drugs  , 96,000 

Temecula: 

Marijuana  13,700,000 

Cocaine  2,600,000 

Other  Drugs  1  3,300,000 

1  Includes  $245  in  Heroin  seizures. 
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Question.  Could  you  discuss  your  dealings  with  the  Mexican  Federal  and  State  au- 
thorities. How  cooperative  or  non-cooperative  are  they  in  assisting  you  in  the  appre- 
hension of  illegal  aliens?  What  is  the  current  climate  in  your  opinion? 

Answer.  The  INS  continues  to  work  at  its  relationship  with  the  Mexican  govern- 
ment (GOM)  including  finding  new  opportunities  for  cooperation.  The  Mexico  City 
Director  for  INS  meets  on  a  weekly  basis  with  his  counterpart  in  the  Mexican  Immi- 
gration System.  There  is  a  constant  sharing  of  information  on  alien  smugglers  and 
producers  of  fraudulent  documents.  INS  has  been  working  with  Mexican  consuls 
throughout  the  United  States  to  be  sure  that  they  understand  INS  procedures. 

The  INS  strives  to  obtain  a  higher  level  of  law  enforcement  cooperation  from  Mex- 
ico, particularly  in  combating  smuggling  operations.  Mexico  continues  to  make 
progress  in  this  area.  The  Instituto  Nacional  de  Migracion  (INM),  Mexican  Immigra- 
tion, and  the  Mexican  Attorney  General's  office  (PGR)  along  with  the  Mexican  Fed- 
eral Judicial  Police  (MFJP)  have  primary  responsibility  within  the  GOM  for  enforce- 
ment action  against  migrant  traffickers. 

The  INM  made  215  arrests  (already  85  percent  of  their  arrests  for  calendar  year 
1995)  for  alien  smuggling  for  the  period  of  January  to  April  1996,  in  the  Baja  Cali- 
fornia Norte  area.  The  PGR  and  MFJP  made  98  arrests  (already  100  percent  of 
their  arrests  for  calendar  year  1995)  during  the  same  time  period  in  the  same  area. 
The  98  arrests  included  approximately  20  arrests  of  Mexican  nationals  involved  in 
migrant  trafficking,  made  by  newly-assigned  PGR  agents  in  Tecate  during  the  first 
two  weeks  of  March. 

On  March  19,  1996,  the  head  of  the  MFJP  for  the  City  of  Tijuana  informed  the 
INS  Tijuana  office  of  their  arrest  of  Luis  Rivera  Longinos,  a  lawful  permanent  resi- 
dent of  the  U.S.,  for  vending  fraudulent  INS  documents  and  altered  Mexican  pass- 
ports containing  nonimmigrant  visas.  Longinos'  arrest  was  related  to  information 
developed  by  the  San  Diego  Border  Patrol  Sector's  "Operation  Wildcat"  which  cul- 
minated on  March  18,  1996,  with  the  seizure  of  3,000  valid  INS  documents  and 
Mexican  passports  and  the  arrest  of  numerous  document  vendors  in  the  U.S. 

In  mid-April,  PGR  Agents  based  in  Piedras  Negras,  Coahuila,  apprehended  a  load 
of  30  Mexican  aliens  destined  for  the  United  States  who  were  being  smuggled  by 
the  Martin  and  Felix  Longoria-Gonzalez  organization,  a  family  smuggling  venture 
based  in  Nueva  Rosita,  Coahuila. 

In  late  April  1996,  the  PGR  Tijuana  office  established  a  four-person  anti-smug- 
gling unit,  which  is  focused  on  migrant  traffickers  in  the  Tijuana-Tecate  area  of  op- 
erations. INS  Tijuana  Officers  are  working  closely  with  this  new  unit. 

CORRUPTION 

Question.  A  few  years  ago,  I  was  in  San  Ysidro  meeting  with  our  DEA  and  Cus- 
toms officers  and  they  said  the  biggest  problem  with  drugs  and  illegal  immigration 
on  the  border  is  corruption  I  said  "yeah,  Mexico  is  terrible."  And,  they  said  "Not 
Mexico,  we  mean  our  side." 

In  the  fiscal  year  1997  budget,  the  FBI  is  proposing  an  increase  of  $3  million  and 
20  agents  to  investigate  and  combat  corruption  among  our  Federal  agencies. 

How  pervasive  is  the  problem?  What  does  the  INS  do  itself  to  combat  the  bad  ap- 
ples that  get  into  the  Service? 

Answer.  I  am  confident  that  corruption  does  not  pervade  the  Immigration  and 
Naturalization  Service.  I  know  the  overwhelming  majority  of  our  people  to  be  hon- 
est, hardworking  professionals  who  do  an  outstanding  job  each  and  every  day. 

Nevertheless,  we  cannot  say  that  none  of  the  more  than  22,000  people  we  cur- 
rently employ  is  corrupt.  Indeed,  there  have  been  instances  in  which  some  employ- 
ees have  been  convicted  of  and  removed  from  their  employment  for  offenses  falling 
under  the  heading  of  corruption.  We  would  be  naive  to  think  there  are  no  others 
abusing  the  trust  we  place  in  them.  In  most  of  our  officers'  work,  the  lure  of  easy 
money  through  such  activities  as  fraud  and  drug  trafficking  is  ever  present  and,  in 
an  organization  of  over  22,000  people,  the  presence  of  some  bad  apples  is  a  statis- 
tical certainty. 

Because  we  recognize  these  inherent  dangers,  we  have  invested  heavily  in  anti- 
corruption  measures.  We  require  each  and  every  employee  to  report  any  misconduct 
by  their  coworkers  that  comes  to  their  attention.  Our  Office  of  Internal  Audit,  to- 
gether with  the  Department's  Office  of  the  Inspector  General,  vigorously  pursue  al- 
legations of  employee  misconduct,  through  both  criminal  and  administrative  chan- 
nels. Our  Office  of  Internal  Audit  carefully  studies  cases,  individually  and  collec- 
tively, for  indicators  of  weaknesses  in  our  processes  and  systemic  causes  of  problem 
behaviors.  At  least  as  importantly,  we  have  improved  and  increased  training  in  ethi- 
cal conduct,  focusing  on  the  critically  important  first-line  supervisor  level.  In  conclu- 
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sion,  while  we  will  not  tolerate  corruption  within  INS,  we  recognize  it  can  and  does 
exist  and  are  doing  everything  we  can  to  identify  and  resolve  it. 

Question.  What  about  hiring  practices?  I've  heard  that  INS  has  moved  to  a  nation- 
wide hiring  system  so  that  personnel  do  not  have  ties  to  the  border  locality  and  this 
was  not  the  case  in  the  past. 

Answer.  In  the  summer  of  1995,  INS  instituted  a  new  hiring  system  for  six  occu- 
pations. They  are:  Criminal  Investigator;  Immigration  Inspector;  District  Adjudica- 
tion Officer;  Center  Adjudication  Officer;  Deportation  Officer;  and  Immigration 
Agent.  A  new  test  was  developed  by  INS,  administered  by  the  Office  of  Personnel 
Management,  with  the  hiring  process  centralized  in  our  Administrative  Center  in 
Twin  Cities.  All  of  the  positions  were  advertised  listing  our  33  Districts  as  the  loca- 
tion for  these  positions.  Applicants  could  select  up  to  three  locations  where  they 
wished  to  work. 

The  applicants  with  the  highest  scores  based  on  the  position  applied  for  and  their 
location  preference  are  then  forwarded  to  the  selecting  official.  If  an  applicant  is  re- 
ferred for  a  vacancy  in  a  location  where  he/she  lives,  the  selecting  official  must  con- 
sider the  applicant,  but  there  is  no  requirement  that  the  applicant  be  selected. 

In  addition,  INS  has  a  similar  hiring  system  for  Border  Patrol  agents.  However, 
Border  Patrol  positions  are  advertised  with  a  location  as  "Southwest  Border".  It  is 
our  policy  not  to  offer  Border  Patrol  applicants  positions  where  they  have  ties  to 
the  particular  border  locality  of  the  positions. 

BORDER  PATROL  ATTRITION 

Question.  Why  is  the  attrition  rate  so  high?  Are  these  agents  being  hired  by  other 
INS  components  or  local  law  enforcement? 

Answer.  The  INS  has  been  concerned  with  the  attrition  rate  for  Border  Patrol 
agents  during  this  period  of  hiring  large  numbers  of  new  agents.  The  Service  is  con- 
tinuing to  address  attrition  at  all  the  stages  of  an  agent's  career  beginning  with 
their  four  month  basic  training  course.  The  highest  attrition  rate  for  agents  occurs 
during  basic  training.  The  Border  Patrol  academy  is  demanding.  During  the  18 
week  course,  the  trainee  is  expected  to  learn  complex  immigration  law,  the  equiva- 
lent of  two  years  of  college-level  Spanish  language,  firearms  proficiency,  and  phys- 
ical training.  However,  INS  has  reduced  academy  attrition  significantly  over  the  last 
several  years  from  approximately  25  percent  to  about  12  percent  at  present.  Im- 
proved methods  of  pre-employment  screening  and  testing  for  language  aptitude  have 
lead  to  a  higher  suitability  of  candidates  for  the  Border  Patrol. 

Another  factor  that  contributes  to  the  high  attrition  rate  is  the  loss  of  agents  to 
other  INS  components  and  to  local  law  enforcement.  There  is  tremendous  upward 
mobility  within  the  INS,  which  means  that  Border  Patrol  agents  bid  on  other  jobs. 
This  type  of  attrition  is  beneficial  to  the  agents'  careers  and  to  the  Service  as  it  pro- 
vides for  the  retention  of  highly  trained  and  experienced  officers  within  other  areas 
of  INS.  A  number  of  these  agents  will  also  return  to  the  Border  Patrol  later  in  their 
careers  in  supervisory  or  management  roles.  The  loss  of  agents  to  local  law  enforce- 
ment departments  or  to  other  Federal  law  enforcement  positions  is  attributed  to  a 
number  of  factors.  The  Service  is  constantly  evaluating  these  loss  factors  in  order 
to  develop  strategies  to  retain  experienced  agents.  Some  of  the  successful  strategies 
include  career  promotion  opportunity,  mobility  and  relocation  to  home  or  other  geo- 
graphic areas,  rotational  work  assignments  and  pay  compensation  factors.  INS  is 
continuing  to  examine  all  areas  of  attrition  in  order  to  improve  retention  of  its  valu- 
able human  resources. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

BORDER  PATROL  DEPLOYMENT  PLAN 

Question.  Accompanying  the  President's  budget  request  were  charts  by  the  De- 
partment showing  INS  employment  increasing  from  18,130  positions  in  fiscal  year 
1993  to  25,314  in  fiscal  year  1996.  With  the  additional  personnel  proposed  in  the 
fiscal  year  1997  budget,  INS  positions  would  increase  by  more  than  8,000  over  a 
five-year  period. 

How  many  of  the  INS  positions  are  Border  Patrol  positions,  and  would  you  pro- 
vide the  Subcommittee  with  a  breakdown  of  the  number  of  Border  Patrol  agents 
funded,  the  number  trained  and  deployed,  and  where  those  deployments  took  place 
by  region  and  state? 

Answer.  See  chart  below. 
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Fiscal  year- 


1993  1996 


INS  positions 18,130  25,314 

Border  Patrol  positions 4,863  !  7,193 

Border  Patrol  agents  end-of-year  on-board  3,928  2  5,678 

3  5,253 

Border  Patrol  agents  trained  and  deployed  94  4  477 

'Agents  and  support. 

2  Planned. 

3  FTP  as  of  April  27,  1996. 

4  Graduated  (405  In  training).  As  of  May  10,  1996.  This  includes  trainees  who  started  their  classes  toward  the  end  of 
fiscal  year  1995  as  well  as  those  who  started  in  fiscal  year  1996. 


DEPLOYMENTS  BY  STATE  AND  REGION 


Fiscal  year- 


19931  1994  1995  1996 2 


Arizona  (Western) 

California  (Western)  .. 

Florida  (Eastern)  

New  Mexico  (Central) 
Texas  (Central)  


Total 


128 
229 

226 

300 

378 

21 
322 

38 

50 

58 

350 

700 

700 

'There  were  no  new  Border  Patrol  agent  positions  appropriated  in  fiscal  year  1993,  however  94  agents  were  deployed 
to  the  field  to  fill  existing  positions. 

2These  figures  do  not  reflect  the  deployment  of  100  Border  Patrol  agents  to  be  trained  in  fiscal  year  1997  and  the  re- 
deployment of  200  interior  Border  Patrol  agents. 

Question.  We  have  had  this  conversation  during  past  hearings,  and  I  want  to  reit- 
erate my  request  that  the  Department  of  Justice,  and  especially  INS  not  focus  these 
significant  resources  only  on  the  big  states  of  Texas  and  California.  There  are  con- 
tinuing increases  in  illegal  traffic  across  the  borders  in  New  Mexico  and  Arizona  as 
well  that  must  be  addressed. 

Have  you  reviewed  the  proposed  INS  implementation  plan,  and  has  it  received 
your  approval?  Do  you  think  the  plan  is  balanced  in  its  approach  to  the  problems 
along  the  border? 

Answer.  The  proposed  INS  implementation  plan  for  the  Border  Patrol  will  not  be 
finalized  for  Department  review  until  Congress  approves  the  redeployment  plan  for 
relocation  of  200  interior  Border  Patrol  agents.  The  INS  has  already  had  prelimi- 
nary discussions  with  House  and  Senate  Appropriations  Staff,  and  presented  the  re- 
deployment plan  to  the  Appropriations  Committees  on  May  17.  Follow-up  discus- 
sions on  the  redeployment  plan  also  took  place  during  the  week  of  May  20. 

The  INS  implementation  plan  for  deployment  of  new  Border  Patrol  agent  posi- 
tions received  in  fiscal  year  1996  is  based  on  the  National  Border  Control  Strategy 
for  gaining  control  of  illegal  entries  on  the  southern  border.  The  plan  is  balanced 
in  that  resources  are  being  directed  first  to  the  areas  experiencing  the  largest  num- 
bers of  illegal  entries  in  order  to  prevent  and  deter  repeated  illegal  entry  attempts 
between  the  ports  of  entry.  As  border  control  is  gained  in  those  high  risk  areas,  ad- 
ditional resources  are  then  directed  to  areas  with  fewer  illegal  entries  but  with  the 
potential  for  new  traffic  shifting  into  these  areas.  Arizona  and  New  Mexico  are  two 
states  which  are  expected  to  encounter  this  shift  and  additional  agents  have  been 
and  will  continue  to  be  assigned  to  stations  in  these  states. 

Question.  In  the  preliminary  implementation  plan  for  the  additional  agents  fund- 
ed in  the  1996  bill,  I  was  advised  that  New  Mexico  would  be  targeted  with  addi- 
tional personnel — at  least  23  new  Border  Patrol  agents  out  of  the  700  that  will  be 
deployed  this  year,  plus  an  additional  9  INS  personnel  for  a  total  of  32  new  person- 
nel out  of  new  positions  funded. 

Commissioner,  is  this  deployment  for  New  Mexico  in  the  current  deployment  plan 
of  INS  for  the  Border  Patrol? 

Answer.  During  our  original  consultations  with  Congress,  we  indicated  that  23 
Border  Patrol  agents  would  be  deployed  to  New  Mexico.  Since  the  time  of  the  origi- 
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nal  fiscal  year  1996  rollout,  the  Border  Patrol  has  reallocated  15  more  agents  from 
elsewhere  in  the  El  Paso  Sector  to  New  Mexico,  bringing  the  planned  fiscal  year 
1996  deployment  total  in  New  Mexico  to  38  agents.  The  deployment  plan  of  other 
personnel  to  New  Mexico  has  changed  as  well,  from  9  to  3.  The  other  6  will  remain 
in  the  El  Paso  Office.  However,  these  changes  result  in  an  increase  in  additional 
personnel  deployed  from  32  in  the  original  rollout  to  the  present  allocation  of  41, 
which  is  an  overall  increase  of  9  new  personnel  for  New  Mexico. 

Question.  What  is  the  INS  rationale  for  this  level  of  personnel  for  New  Mexico 
out  of  the  700  new  agents  and  additional  INS  positions  that  are  funded  for  fiscal 
year  1996?  Do  you  think  the  plan  treats  New  Mexico  fairly? 

Answer.  The  rationale  for  the  deployment  of  all  Border  Patrol  agents  is  based  on 
the  National  Border  Control  Strategy  for  the  placement  of  border  control  resources. 
The  strategy  targets  resources  in  those  areas  experiencing  the  highest  levels  of  ille- 
gal alien  entry  attempts  in  order  to  gain  control  of  Phase  I  areas  before  preceding 
to  the  next  phase.  As  part  of  the  Phase  I  deployment,  the  El  Paso  Sector  is  continu- 
ing to  experience  its  success  with  the  Hold  the  Line  operations  in  that  area.  The 
INS  is  closely  monitoring  this  area  for  signs  of  illegal  alien  traffic  shifting  from 
West  Texas  into  New  Mexico.  The  El  Paso  Border  Patrol  Sector  Headquarters, 
which  includes  the  State  of  New  Mexico,  has  already  begun  a  buildup  of  staffing 
to  cover  the  Santa  Theresa,  New  Mexico,  border  area  and  has  already  hired  addi- 
tional agents  in  fiscal  year  1996  for  several  of  the  other  stations  in  New  Mexico. 
The  deployment  of  resources  is  a  challenging  task  requiring  constant  adjustments 
to  counter  the  changing  conditions  along  the  border.  The  Service  attempts  to  treat 
all  States  fairly  in  the  assignment  of  Border  Patrol  resources  along  the  entire  south- 
ern border. 

Question.  Were  this  deployment  to  be  completed,  how  many  Border  Patrol  agents 
and  INS  personnel  would  be  serving  in  New  Mexico,  and  where  would  these  people 
be  deployed? 

Answer.  The  INS  staff  authorized  for  all  offices  within  New  Mexico  in  1996  total 
397  positions.  Of  the  397  positions,  371  (357  Border  Patrol  agents  and  14  support) 
are  in  the  Border  Patrol  Program  and  26  are  located  in  6  other  program  functions. 
The  attached  chart  provides  the  fiscal  year  1996  base  and  enhancement  staffing  lev- 
els by  location. 

Also,  at  the  end  of  April,  there  were  328  Border  Patrol  agents  on-board  within 
New  Mexico  jurisdictions. 

Location  Agents  Support  Total 

Border  Patrol  Program: 

Alamogordo 53  2  55 

Albuquerque  6  1  7 

Carlsbad 10    10 

Deming  64  3  .67 

Silver  City 2    2 

Las  Cruces  93  5  98 

Lordsburg  33  1  34 

Santa  Theresa  80  1  81 

Truth  or  Consequences  16  1  17 

Total  357  14  J  371 

All  other  programs: 

Albuquerque  Suboffice  16  5  21 

Deming  Station  1     1 

Las  Cruces  Stations 4    4 

Total  21 5 226 

'Total  includes  fiscal  year  1996  enhancement  ot  38  Border  Patrol  agents. 
2  Total  includes  fiscal  year  1996  enhancement  of  3  other  personnel. 

Question.  Could  you  justify  this  allocation  based  upon  caseload  factors,  area  to  be 
covered,  etc.  and  provide  that  information  for  the  hearing  record? 

Answer.  The  allocation  of  personnel  to  areas  shown  above  are  based  on  a  numer- 
ous operational  factors  including  the  miles  of  border,  border  terrain,  distance  to 
major  cities  on  both  sides  of  the  border,  area  industry  and  commerce  profiles,  trans- 
portation centers,  railroad  and  highway  networks  and  historical  border  crossing 
trends.  All  of  these  factors  (and  more)  are  evaluated  by  the  field  managers  in  the 
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placement  and  number  of  personnel  needed  to  perform  the  mission  of  the  Border 
Patrol. 

Question.  Are  you  confident  that  INS  will  implement  this  plan  as  developed  in 
consultation  with  the  appropriate  committees  of  the  Congress? 

Answer.  Yes,  INS  will  implement  its  plans  as  developed  in  consultation  with  the 
committees  of  Congress.  In  fact,  the  Congress  was  briefed  by  INS  on  the  deployment 
plan  for  agents  and  inspectors  on  January  19,  1996.  If  unforeseen  changes  to  the 
plans  are  required,  INS  will  consult  with  the  committees  of  Congress  on  those  is- 
sues necessitating  changes  to  the  plan. 

REDEPLOYMENT  OF  BORDER  PATROL  AGENTS 

Question.  Commissioner  Meissner,  as  part  of  our  action  of  the  1996  Commerce, 
Justice,  State  and  Judiciary  Appropriations  bill,  Congress  assumed  the  redeploy- 
ment of  200  Border  Patrol  agents  from  interior  offices  to  the  border.  I  think  the  ra- 
tionale is  valid  that  Border  Patrol  agents  are  highly  trained  law  enforcement  per- 
sonnel who  should  be  doing  the  job  they  are  trained  to  do.  What  has  concerned  me 
all  along  is  that  we  take  a  good  hard  look  at  exactly  what  work  these  border  Patrol 
agents  are  carrying  out.  If  this  work  is  consistent  with  their  mission  and  their  train- 
ing, and  it  is  making  a  contribution  to  the  overall  law  enforcement  presence,  I  be- 
lieve they  ought  to  continue  to  staff  these  interior  offices. 

This  issue  had  caused  a  lot  of  anguish  in  our  communities  as  INS  announced,  con- 
trary to  the  specific  directions  of  Congress,  that  it  was  going  to  close  these  interior 
offices.  I  personally  received  calls  from  Carlsbad  and  Albuquerque  when  the  report 
of  closure  by  INS  was  reported  by  the  media. 

Commissioner,  why  did  INS  make  these  erroneous  announcements  when  it  was 
stated  in  black  and  white  as  clearly  as  it  could  be  that  Congress  directed  that  no 
offices  be  closed? 

Answer.  The  INS  understood  the  intent  of  Congress  to  be  the  movement  of  200 
Border  Patrol  agents  from  the  interior  to  the  border.  We  never  planned  to  close  any 
interior  offices.  We  were  only  redirecting  the  work  of  Border  Patrol  agents  to  the 
Border  and  replacing  them  with  other  INS  law  enforcement  personnel.  In  the  cases 
where  a  Border  Patrol  station  and  a  District  Office  are  in  the  same  location,  consoli- 
dation may  be  warranted.  However,  the  main  thrust  of  our  plan  was  to  continue 
INS  function  in  those  locations.  The  INS  did  not  intentionally  make  any  erroneous 
announcements  to  the  media,  local  communities  or  to  INS  employees  of  the  INS. 
The  INS  considers  all  proposals  for  redeployment  working  draft  documents  until  a 
final  plan  is  approved  by  the  Appropriations  Committees  of  Congress. 

Question.  I  have  been  in  touch  with  the  law  enforcement  personnel  in  both  Albu- 
querque and  Carlsbad,  and  I  can  tell  you  Commissioner,  that  these  Border  Patrol 
agents  play  a  key  role  in  law  enforcement  efforts  relating  to  immigration  and  illegal 
drug  trafficking. 

Albuquerque. — For  example,  there  are  8  Border  Patrol  agents  in  Albuquerque  that 
could  be  affected  by  the  redeployment  plan.  They  serve  with  8  INS  personnel.  In 
the  nine  years  the  Border  Patrol  has  been  in  Albuquerque,  they  have  been  ex- 
tremely important  and  effective  in  assisting  with  various  law  enforcement  tasks 
without  duplicating  the  work  of  the  INS. 

The  Border  Patrol  has  checked  trains  for  illegal  immigrants  and  drug  traffic, 
worked  with  INS  to  incarcerate  illegal  immigrants,  and  to  remove  them  from  jails 
for  further  processing  by  INS.  These  agents  support  INS  personnel  in  their  inves- 
tigations and  provide  the  armed  presence  to  help  carry  these  investigations  through 
to  arrests  where  warranted. 

For  example,  I've  heard  from  officials  at  the  Santa  Fe  Railroad  and  on  this  rail 
line  in  1995  alone,  3,906  undocumented  immigrants  were  apprehended  trying  to 
come  into  the  U.S.  The  Railroad  estimates  that  for  every  one  immigrant  appre- 
hended there  are  50  that  go  undetected.  The  Railroad  expects  to  apprehend  at  least 
5,000  illegal  immigrants  this  year,  and  they  depend  on  the  Border  Patrol  to  deport 
these  people. 

Carlsbad. — Carlsbad  is  a  little  different  situation  as  far  as  staffing  goes,  but  the 
Border  Patrol  presence  is  critical  just  the  same,  We  have  10  Border  Patrol  agents 
in  Carlsbad,  but  no  specific  INS  presence.  I  believe  we  need  both  in  Carlsbad. 

I  recently  spoke  with  the  Sheriff  of  Eddy  County,  Eddie  Carrasco.  I  asked  him 
for  some  information  about  the  collaboration  of  his  Department  with  the  Border  Pa- 
trol. For  just  narcotics,  the  Border  Patrol  has  seized  644  pounds  of  marijuana,  13 
ounces  of  cocaine  and  1  quart  of  PCP  with  a  street  value  of  more  than  $2.5  million 
in  36  seizures  from  bus  terminals.  The  Border  Patrol  has  interdicted  another  2,877 
pounds  of  marijuana  with  an  estimated  street  value  of  more  than  $5.5  million  in 
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seizures  from  17  vehicles.  These  seizures  are  in  Carlsbad,  New  Mexico,  over  the 
past  8-9  years.  This  is  significant. 

The  Police  Department  in  Farmington  has  had  similar  assistance  from  the  Border 
Patrol,  especially  in  building  narcotics  cases  where  the  Border  Patrol  agents  can  go 
after  the  source  of  the  illegal  drugs  rather  than  spend  taxpayer  resources  on  build- 
ing long  and  expensive  cases  against  those  who  purvey  the  illegal  drugs.  The  Border 
Patrol  also  makes  periodic  "sweeps"  to  interdict  illegal  immigrants  who  make  it  past 
the  border,  which  greatly  assists  the  community. 

Commissioner,  I  believe  this  story  is  compelling.  Do  you  believe  there  is  a  valid 
role  for  the  Border  Patrol  in  some  of  our  interior  cities?  What  do  you  see  that  role 
to  be? 

Answer.  The  Border  Patrol's  primary  mission  continues  to  be  to  prevent,  deter 
and  apprehend  any  illegal  entrants  crossing  the  border  between  the  ports  of  entry, 
including  the  smuggling  of  people  and  contraband.  However,  the  INS  recognizes 
that  a  strategy  of  prevention  through  deterrence  requires  an  effective  interior  en- 
forcement program,  which  will  locate  and  remove  those  persons  who  evade  appre- 
hension at  the  border  and  seek  to  illegally  remain  within  the  United  States.  The 
Border  Patrol  has  a  long,  distinguished  history  of  performing  this  role  within  the 
interior,  which  has  undoubtedly  had  a  positive  impact  on  many  cities  and  commu- 
nities where  the  Patrol  has  served  over  the  years.  The  INS  is  committed  to  the  de- 
ployment of  Border  Patrol  resources  to  any  area  of  the  country  which  will  best  fulfill 
the  national  interest  of  maintaining  the  sovereignty  of  our  borders.  The  INS  will 
continue  to  pursue  the  most  effective  avenues  available  for  reducing  and  deterring 
illegal  immigration  in  order  to  foster  the  legal  immigration  of  people  into  this  coun- 
try. 

Question.  In  New  Mexico,  I  have  a  situation  where  the  Border  Patrol  and  INS 
work  well  together  (Albuquerque),  and  where  the  Border  Patrol  has  no  INS  counter- 
part (Carlsbad).  In  general,  has  the  dual  presence  been  successful  where  tried  and 
in  what  ways? 

Answer.  The  Border  Patrol  is  a  component  within  the  INS.  Therefore,  anywhere 
the  Border  Patrol  is  located  the  INS  has  a  presence.  In  a  number  of  locations,  the 
Border  Patrol  and  Investigations  (another  INS  component)  work  together  perform- 
ing various  immigration  enforcement  functions  throughout  the  surrounding  area. 
The  dual  presence  exists  for  a  number  of  reasons  including  type  of  work  performed, 
workload,  mission  and  objectives,  and  availability  of  personnel.  The  Border  Patrol 
and  Investigations  program  have  worked  together  successfully  in  the  identification 
and  removal  of  criminal  aliens  from  the  U.S.,  identification  of  smuggling  drop 
houses  resulting  in  arrest  and  prosecution  of  alien  smugglers,  and  the  enforcement 
of  employer  sanctions  against  employers  hiring  undocumented  workers  in  the  U.S. 
The  Border  Patrol  and  other  INS  components  will  continue  to  work  together  in 
many  areas  where  it  is  deemed  essential  to  the  effective  enforcement  of  our  Nation's 
immigration  laws. 

Question.  Madame  Attorney  General,  can  you  assure  this  Subcommittee  that  you 
will  take  a  critical  look  at  the  interior  offices  and  the  staffing  and  workload  require- 
ments to  ensure  that  the  personnel  we  need  will  be  on  site  to  do  the  work  that 
should  be  done? 

Answer.  INS  has  been  reviewing  the  interior  offices  deployment  plan  based  on  the 
on-going  consultations  with  the  appropriate  committees  of  the  Congress.  The  review 
is  intended  to  ensure  Congress  that  INS  will  provide  the  staffing  required  to  per- 
form the  functions  vital  to  the  overall  enforcement  of  the  Immigration  and  National- 
ity Act.  The  redeployment  plan  for  relocation  of  interior  Border  Patrol  agents  was 
presented  to  the  House  and  Senate  Appropriations  Committees  on  May  17.  Follow- 
up  discussions  on  the  redeployment  plan  also  took  place  during  the  week  of  May 
20. 

Question.  For  example,  the  Sheriff  of  Quay  County,  Larry  Hines,  has  some  legiti- 
mate concerns  about  the  original  proposal  to  replace  all  Border  Patrol  agents  with 
INS  investigators.  He  doesn't  expect  INS  investigators  to  be  able  to  work  the  trains, 
make  traffic  stops,  or  check  commercial  buses  for  illegal  immigrants.  He  fears  that 
without  the  Border  Patrol  carrying  out  these  function,  there  will  be  a  real  increase 
in  crimes,  including  violent  crimes. 

My  impression  is  that  this  is  a  two-way  street  in  that  there  are  requirements  for 
INS  personnel  who  have  the  proper  training  and  authority  to  do  work  where  the 
Border  Patrol  cannot,  and  vice  versa.  I  would  simply  ask  you  for  an  honest  assess- 
ment of  what  these  workload  and  staff  requirements  are.  Can  you,  working  with 
INS,  provide  that  to  the  Congress  as  requested? 

Answer.  All  INS  officers  have  the  authority  and  training  necessary  to  enforce  the 
laws  of  the  Immigration  and  Nationality  Act.  Each  different  type  of  INS  officer  (Bor- 
der Patrol  agent,  Special  Agent,  Immigration  Inspector,  Deportation  officer,  etc.)  has 
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a  specific  mission  or  charter  for  the  enforcement  of  the  Immigration  and  Nationality 
Act.  Every  officer  is  trained  to  perform  the  specific  tasks  associated  with  fulfilling 
the  mission  of  the  INS,  for  which  the  officer  has  been  selected  to  perform.  The  INS 
will  provide  the  Congress  with  its  assessment  when  it  presents  the  redeployment 
plan  to  the  Appropriations  Committees  on  May  17. 

USE  OF  TECHNOLOGY  IN  LAW  ENFORCEMENT 

Question.  Could  you  please  provide  to  the  Subcommittee  a  breakdown  of  the  fund- 
ing that  has  been  utilized  by  Department  of  Justice  agencies  to  develop  or  procure 
improved  technology  to  support  the  work  of  our  law  enforcement  personnel? 

Answer.  A  breakdown  of  funding  for  INS  to  develop  and  procure  improved  tech- 
nology to  support  our  law  enforcement  personnel  in  fiscal  year  1995  and  planned 
for  fiscal  year  1996  is  as  follows: 

Fiscal  year- 


Enforcement  Case  Management  System  

Biometrics  Identification  

Inspection  Systems 

Electronics  and  Radios 

Infrastructure  (law  enforcement)  

Corporate  Systems  (law  enforcement)  

In  response  to  the  need  for  advanced  intelligent  sensors,  INS  established  a  devel- 
opment program  with  Lawrence  Livermore  National  Laboratory  in  1990. 

This  project  became  known  as  INSENS  and  incorporated  technical  and  operations 
requirements  from  field  users  to  meet  sensor  needs  for  all  Border  Patrol  areas.  The 
INSENS  sensors  featured  the  ability  to  readily  update  detection  algorithms  to  meet 
changing  target  profiles.  The  INSENS  development  project  was  delayed  in  order  to 
meet  a  pressing  need  for  immediate  deployment  of  operational  sensors.  One  of  our 
major  contracts  for  off-the-shelf  sensors  is  a  contract  with  Sparton  Technology,  Inc., 
in  Rio  Rancho,  New  Mexico.  Completion  of  the  INSENS  project  will  provide  the  Bor- 
der Patrol  with  a  baseline  sensor  specification  which  can  be  kept  current  without 
replacement. 

Question.  What  types  of  advanced  technology  do  these  agencies  use  in  fighting 
crime,  drugs,  and  illegal  immigration? 

Answer.  The  Border  Patrol  is  using  unattended  ground  sensors  with  a  variety  of 
seismic,  magnetic  and  passive  infrared  probes.  Alarms  from  these  sensors  are  dis- 
played, analyzed  and  recorded  by  an  automated  system  developed  by  INS  from  field 
operations  requirements.  This  system  also  tracks  agent  status  for  operations  and  of- 
ficer safety  purposes,  and  records  incident  ticket  information.  Several  types  of 
electro-optic  systems  are  in  use  to  enhance  border  control  during  hours  of  darkness. 
Long-range  thermal  infrared  surveillance  scopes  are  used  extensively  along  the 
southern  land  border.  These  scopes  provide  images  even  when  no  ambient  light  is 
present.  Night  vision  goggles  and  pocket-scopes  which  amplify  starlight  are  used  by 
some  sectors.  Low  light  level  television  (LLLTV)  systems  are  installed  at  selected 
sites  along  the  southern  land  border.  The  LLLTV  cameras  have  proven  to  be  an  ef- 
fective border  control  support  system. 

The  INS  is  deploying  computers  to  all  employees  who  can  benefit  from  them,  de- 
ploying and  upgrading  systems  and  equipment  for  the  support  of  the  Inspection 
function,  developing  an  incident-based  Enforcement  case  management  system  to 
track  alien  apprehensions  and  intelligence  gathering,  deploying  and  replacing  exist- 
ing radio  platform  with  encrypted  radios,  replacing  and  deploying  electronic  surveil- 
lance equipment  and  systems,  and  developing  and  deploying  a  fingerprint  identifica- 
tion system  to  enable  INS  to  rapidly  and  accurately  identify  persons  of  interest  (e.g., 
criminal  aliens,  illegal  entrants,  and  benefit  applicants)  and  to  share  information 
with  other  law  enforcement  agencies. 

Question.  Is  there  any  initiative  within  the  Administration  to  promote  the  use  of 
advanced  technology  in  law  enforcement  work?  If  not,  why  not? 

Answer.  The  INS  is  actively  planning  the  integration  of  all  border  surveillance 
systems  to  provide  a  coherent  system  which  will  take  advantage  of  available  ad- 
vanced technology.  The  INS  is  completing  an  updated  assessment  of  requirements 
for  remote  video  surveillance  (RVS)  systems  to  replace  LLLTV  systems  that  have 
reached  the  end  of  their  life  cycle.  Thermal  infrared  imagers  mounted  together  with 
daylight  cameras  on  fixed  sites  will  provide  24-hour  surveillance  capability  currently 
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required  by  field  personnel.  Since  the  current  LLLTV  systems  were  installed,  video 
motion  detection  has  matured  to  the  point  that  multiple  cameras  can  be  monitored 
at  one  time,  with  greater  accuracy  and  less  strain  on  personnel. 

Future  systems  will  include  mobile  operations  centers  and  command  and  control 
centers  including  operations  teleconferencing,  global  positioning  data.  The  INS  plans 
other  initiatives  including  additional  use  of  various  types  of  night  vision  equipment, 
test  measurement  and  diagnostic  equipment  including  notebook  computers  with 
CD-ROM,  power  and  grounding  upgrades,  and  joint  exercises  and  other  cooperative 
endeavors  with  other  agencies. 

These  initiatives  will  allow  INS  to  increase  the  effectiveness  of  essential  border 
control  enforcement  operations  through  greater  deterrence,  more  efficient  assign- 
ment of  personnel,  increased  coverage  of  territory  with  available  personnel,  faster 
response  to  incidents  through  remote  identification  of  intrusions  and  enhanced  intel- 
ligence gathering  and  analysis  capability.  In  short,  it  will  act  as  an  effective  force 
multiplier. 

INS  ROLE  IN  DRUG  CONTROL 

Question.  What  will  be  the  INS'  role  in  implementing  the  Administration's  drug 
control  strategy? 

Answer.  The  INS'  role  in  implementing  the  Administration's  National  Drug  Con- 
trol Strategy  will  be  to  continue  to  remove  criminal  aliens  as  expeditiously  as  pos- 
sible from  the  United  States — to  maintain  INS  participation  in  Department  of  Jus- 
tice (DO J)  sponsored  task  forces,  and  to  close  off  the  routes  most  frequently  used 
by  drug  smugglers  and  illegal  aliens  at  and  between  the  ports  of  entry  along  the 
Southwest  border. 

The  INS  recognizes  the  significance  of  the  criminal  alien  problem  and  during  fis- 
cal year  1995,  in  cooperation  with  other  Federal,  State  and  local  law  enforcement 
agencies,  removed  from  the  United  States  17,555  illegal  aliens  who  possessed,  im- 
ported, transported,  or  manufactured  controlled  substances.  To  confront  the  bur- 
geoning problem  of  aliens  committing  serious  crimes,  including  violations  of  the 
Controlled  Substance  Act,  INS  has  expanded  its  Alien  Criminal  Apprehension  Pro- 
gram which  focuses  on  the  investigation,  apprehension  and  expeditious  removal  of 
criminal  aliens  from  the  United  States.  In  addition,  the  INS  participates  with  other 
law  enforcement  agencies  in  task  force  operations  that  target  alien  narcotic  traffick- 
ing organizations. 

The  INS  participates  in  the  Organized  Crime  Drug  Enforcement  Task  Force 
(OCDETF)  program  established  by  DOJ  in  1982.  OCDETF  has  proven  to  be  an  effi- 
cient and  effective  force  in  the  fight  against  criminal  narcotic  organizations  which 
prey  on  every  facet  of  our  society.  The  success  of  the  OCDETF  program  is  the  result 
of  interagency  coordination  and  cooperation  in  the  investigation  and  prosecution  of 
major  drug  organizations.  Analysis  of  the  structure  of  these  narcotic  enterprises  in- 
dicates that  a  large  percentage  of  the  active  members  of  these  organizations  are 
criminal  aliens.  INS  participation  in  the  OCDETF  program  greatly  enhances  the 
success  of  the  program  and  makes  it  possible  for  the  Investigations  Division  to  ad- 
dress the  issue  of  alien  involvement  in  drug  trafficking  and  violent  crime  while  re- 
quiring a  minimal  resource  commitment. 

The  basic  premise  of  the  OCDETF  program,  in  conformity  with  the  Clinton  Ad- 
ministration's National  Drug  Control  Strategy  as  it  relates  to  INS,  is  to  focus  on 
investigations  of  illegal  narcotic  activity  that  either  involve  or  are  controlled  by  for- 
eign nationals  or  aliens  who  are  illegally  in  the  United  States.  In  accordance  with 
this  objective,  the  main  thrust  of  the  INS  OCDETF  efforts  will  be  directed  toward 
increasing  the  detection  and  disruption  of  major  drug  cartels  by  utilizing  the  appro- 
priate statutes  to  prosecute  and  remove  from  the  United  States  aliens  who  partici- 
pate in  illicit  narcotic  ventures. 

INS  is  also  a  participant  in  the  High  Intensity  Drug  Trafficking  Area  (HIDTA) 
program.  The  HIDTA  program  takes  a  strategic  approach  to  drug  trafficking  in 
those  areas  of  the  country  most  impacted  by  drugs.  Like  OCDETF,  the  HIDTA  pro- 
gram implements  its  responsibility  through  Federal,  State  and  local  joint  ventures 
in  the  designated  areas. 

Historically,  the  INS  has,  as  requested  by  the  Department  of  Justice,  selectively 
assigned  representatives  to  the  designated  Organized  Crime  and  Racketeering 
Strike  Force  (OCRSF)  offices  that  exhibited  the  greatest  need  for  INS  expertise  and 
jurisdiction.  Recently,  the  OCRSF  has  shifted  its  focus  somewhat  to  include  as  tar- 
gets of  its  investigations  Asians,  Eastern  European  and  African  organized  crime 
groups.  Strike  Forces  are  currently  located  in  24  federal  districts.  At  the  present 
time,  INS  is  participating  in  seven  of  these  Strike  Forces. 
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Recently,  the  Clinton  Administration  developed  a  cohesive  strategy  to  restore  the 
rule  of  law  to  the  Southwest  border.  The  Administration's  goal  is  unambiguous:  a 
border  that  deters  illegal  immigration,  drug  smuggling  and  alien  smuggling,  and  fa- 
cilitates legal  immigration  and  commerce.  In  fiscal  year  1996,  800  new  Border  Pa- 
trol Agents  are  targeted  for  assignment  to  the  Southwest  border.  In  addition,  200 
Border  Patrol  positions  will  be  redeployed  from  interior  locations  to  strengthen  the 
Border  Patrol  presence  along  the  front  lines  of  the  Southwest  border. 

The  Border  Patrol  priority  of  effort  is  to  conduct  multiple,  simultaneous  oper- 
ations that  truly  disrupt  the  transportation  groups.  The  Border  Patrol,  other  Fed- 
eral, State,  and  local  law  enforcement  agencies,  supported  by  DOD/NG  entities, 
within  the  Operation  Alliance  area  of  responsibility  are  conducting  operations 
(multi-agency  and/or  unilateral  as  appropriate)  to  detect,  deter,  disrupt,  and  dis- 
mantle drug  trafficking  organization  and  activities  within  the  Southwest  border 
area  in  accordance  with  National  Drug  Control  Policy  and  the  Southwest  Border 
Drug  Strategy. 

The  various  agencies  having  drug  control  responsibilities  along  the  land  border  of 
the  United  States  have  agreed,  due  to  primary  mission  presence,  that  the  Border 
Patrol  will  serve  as  the  interdiction  force  between  the  ports  of  entry.  These  agree- 
ments were  reached  under  the  auspices  of  the  initiatives  such  as  Operation  Alliance. 
The  agreements  have  resulted  in  the  cross  designation  of  all  Border  Patrol  Agents 
along  the  United  States/Mexico  border  with  Title  19  and  Title  21  authority.  The 
cross  designations  and  agreements  have  given  the  Border  Patrol  responsibility  for 
interdicting  all  contraband  which  is  illegally  introduced  between  the  ports  of  entry 
along  the  land  borders. 

The  Border  Patrol  has  conducted  interdiction  operations  in  the  past  which  have 
proven  to  be  very  effective  in  the  interdiction  of  drugs,  aliens,  weapons  and  other 
contraband  crossing  the  United  States/Mexico  border.  These  operations  have  used 
generalized  as  well  as  historical  intelligence  to  determine  the  time  frames  and  loca- 
tions for  these  operations.  In  order  for  the  Border  Patrol  to  support  both  the  Na- 
tional and  Southwest  Border  Drug  Control  Strategies,  the  Border  Patrol  will  focus 
on  conducting  initiatives  aimed  at  detecting,  identifying  and  intercepting  drug  ship- 
ments as  they  enter  the  United  States  along  smuggling  routes  via  different  modes 
of  land  transportation.  Upon  interception,  the  violators  will  be  arrested  and  the 
drugs,  conveyances,  and  other  assets  or  contraband  seized.  Information  will  be  re- 
corded and  distributed  to  those  agencies  having  interdiction  or  investigative  respon- 
sibilities in  the  Southwest  border  area. 

Today,  the  border  is  harder  for  aliens  to  cross  illegally  than  at  any  time  in  his- 
tory. INS  has  secured  areas  of  the  Southwest  border  where  just  two  years  ago  aliens 
freely  crossed  with  impunity.  As  we  have  closed  off  traditional  traffic  routes,  illegal 
crossers  and  drug  smugglers  have  been  forced  into  more  remote  regions  and  to  use 
longer  and  more  arduous  routes.  In  short,  INS  is  successfully  raising  the  cost  and 
difficulty  of  drug  smuggling  and  entering  the  United  States  illegally. 

Question.  What  will  the  INS  do  to  reduce  the  flow  of  illegal  drugs  into  the  U.S. 
at  the  Southwest  border,  particularly  the  border  between  New  Mexico  and  Mexico? 

Answer.  INS  will  continue  to  direct  new  resources  both  at  and  between  the  ports 
of  entry  on  the  southwest  border  in  order  to  reduce  the  illegal  entries  occurring 
along  the  border.  The  Border  Patrol  is  committed  to  reducing  drug  and  alien  smug- 
gling activities  anywhere  along  the  southern  border.  The  Patrol's  efforts  in  fiscal 
year  1995  resulted  in  5,777  drug  seizures  and  the  seizure  of  594,313  pounds  of  mari- 
juana and  42,394  pounds  of  cocaine.  The  total  value  of  all  drug  seizures  nationwide 
by  the  Border  Patrol  in  fiscal  year  1995  was  in  excess  of  $1.8  billion.  The  Border 
Patrol  will  continue  to  maintain  an  enhanced  border  enforcement  presence  at  all 
key  border  crossing  areas  where  drug  and  alien  smuggling  occurs  including  the 
major  highways  and  roads  leading  away  from  the  border  in  New  Mexico. 

The  El  Paso  Border  Patrol  Sector  (which  covers  all  of  New  Mexico)  will  focus  on 
conducting  initiatives  aimed  at  detecting,  identifying  and  intercepting  drug  ship- 
ments as  they  enter  the  United  States  along  smuggling  routes  via  different  modes 
of  land  transportation.  Listening  post/observation  post  missions  manned  by  U.S. 
Army  Special  Forces  are  planned  for  the  "boot  heel"  area  of  New  Mexico  throughout 
the  next  fiscal  year.  El  Paso  Sector  has  increased  their  mounted  patrol  unit  to  ex- 
pand operations  into  the  New  Mexico  area.  A  new  Border  Patrol  station  has  been 
opened  in  New  Mexico  (Santa  Teresa)  to  address  the  shift  in  alien  and  narcotics 
traffickers  shifting  into  the  New  Mexico  area  of  the  Sector.  Night  time  operations 
utilizing  Service  helicopters  are  being  utilized  to  address  this  shift  caused  by  Oper- 
ation Hold  the  Line.  Engineering  projects  are  underway  to  erect  fences  and  barriers 
in  the  Sunland  Park  and  Anapra  areas  of  New  Mexico. 
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Questions  Submitted  by  Representative  Mike  Forbes 
return  of  aliens  to  home  country 

Question.  How  much  does  the  Federal  Government  spend  yearly  to  return  aliens 
to  their  home  country? 

Answer.  The  Immigration  and  Naturalization  Service  (INS)  does  not  specifically 
capture  the  cost  of  returning  aliens  to  their  home  country.  However,  INS  does  track 
a  more  inclusive  cost  under  Alien  Travel  and  Miscellaneous  Transportation.  These 
costs  include  transportation  furnished  an  alien  and  all  other  costs  incident  to  the 
travel,  such  as  food,  lodging,  baggage  transfer,  shipment  of  an  alien's  personal  ef- 
fects via  Government  bill  of  lading,  rental  of  transportation  equipment,  etc. 

In  fiscal  year  1994  and  fiscal  year  1995,  INS  obligated  approximately  $6.2  million 
and  $6.5  million,  respectively,  for  these  specific  costs  related  to  the  actual  return 
of  aliens  to  their  home  country. 

PERMANENT  RESIDENCE  APPLICATIONS 

Question.  How  many  aliens  are  applying  annually,  for  permanent  residence  who 
have  entered  the  U.S.  with  a  student  visa,  visitor  visa  or  by  illegally  crossing  our 
borders? 

Answer.  The  number  of  aliens  applying  for  permanent  residence  annually  by  tem- 
porary resident  status  is  unknown;  however,  INS  does  have  information  by  category 
for  those  who  have  gained  immigration  status  through  adjustment  of  status.  The 
number  of  persons  who  entered  without  inspection  has  been  exceptionally  high  in 
the  1990's,  due  to  the  adjustment  of  former  illegal  aliens  under  the  legalization  pro- 
visions of  the  Immigration  Reform  and  Control  Act  of  1986. 

The  following  chart  reflects  immigrant  adjustments  by  selected  categories  for  fis- 
cal years  1990  through  1995: 

IMMIGRATION  ADJUSTMENTS  BY  SELECTED  CATEGORIES  OF  TEMPORARY  OR  ILLEGAL  RESIDENCE: 
FISCAL  YEARS  1990-1995 

Students  and       Visitors  for  busi-      Entered  without 
their  family         ness  or  pleasure  inspection 

Fiscal  year: 

1990  

1991  

1992  

1993  

1994  

1995  

NON-FAMILY  PREFERENCE  APPLICATIONS 

Question.  Does  the  INS  keep  records  on  how  many  non-family  preference  applica- 
tions are  approved? 

Answer.  Yes,  INS  does  keep  records  tracking  the  number  of  approved  non-family 
preference  applications.  The  data  are  collected  on  a  Form  1-140,  Petition  to  Classify 
Preference  Status  of  Alien  on  Basis  of  Profession  or  Occupation.  The  following  chart 
reflects  Form  I-140's  filed  and  approved  for  fiscal  years  1990  through  1995. 

1-140  IMMIGRANT  WORKER  PETITIONS  FISCAL  YEARS  1990-1995 

Filed  Approved ' 

Fiscal  yean 

1990 43,609  61,726 

1991 65,684  59,890 

1992 67,044  60,371 

1993 50,894  55,445 

1994 47,130  47,563 

1995 51,511  48,935 

'In  years  in  which  the  number  of  approved  petitions  is  higher  than  the  number  filed,  the  number  includes  unprocessed 
filed  petitions  carried  over  from  the  previous  year. 


25,108 

102,024 

744,282 

20,871 

100,949 

1,057,989 

23,629 

83.456 

154,206 

37,866 

87,492 

24,831 

29,612 

78,553 

7,639 

18,002 

90,134 

47,379 
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LABOR  CERTIFICATION  APPLICATION  PROCESS 

Question.  Does  the  INS  work  closely  with  the  Department  of  Labor  on  how  many 
certifications  are  approved?  (This  is  the  first  step  before  applying  for  permanent  res- 
idence based  on  employment.) 

Answer.  The  labor  certification  application  process  is  the  first  step  a  U.S.  em- 
ployer makes  in  importing  a  foreign  worker  to  fill  a  position  in  his  or  her  company. 
This  process  is  between  the  employer  and  the  agents  of  the  Department  of  Labor 
(DOL).  Consequently,  there  is  no  need  for  the  Immigration  and  Naturalization  Serv- 
ice and  the  Department  of  Labor  to  communicate  in  making  a  determination  on 
which  or  how  many  applications  for  labor  certifications  are  approved  by  DOL. 

Section  203(b)(3)(C)  of  the  Immigration  and  Nationality  Act  (INS)  requires  that 
an  immigrant  visa  may  not  be  issued  to  anyone  unless  the  Secretary  of  Labor  has 
made  a  determination  that  there  are  not  already  sufficient  workers  in  the  U.S.  who 
are  able,  willing,  qualified,  and  available  at  the  place  where  the  work  will  be  per- 
formed and  also  that  the  employment  of  such  person  will  not  adversely  affect  the 
wages  and  working  conditions  of  U.S.  workers  similarly  employed  in  that  area.  (Sec- 
tion 212(a)(5)(A)  of  the  Act.) 

When  the  labor  certification  application  has  been  approved,  the  employer  then 
files  a  petition  with  INS  to  classify  preference  status  of  the  alien  on  the  basis  of 
his  or  her  profession  or  occupation  under  section  204(a)  of  the  Act.  The  INS  then 
adjudicates  the  petition  and  reviews  the  certification  to  assure  that  the  terms  of  the 
approved  labor  certification  are  met,  i.e.,  the  alien  meets  the  requirements  of  the 
employer  and  that  the  employer  is  able  to  pay  the  proffered  wage. 

PERMANENT  RESIDENCE  APPLICATIONS  BASED  ON  ILLEGAL  EMPLOYMENT  WITH  U.S. 
CITIZENS 

Question.  When  an  alien  applies  for  permanent  residence,  based  on  their  illegal 
employment  with  a  U.S.  citizen,  why  does  the  INS  and  Department  of  Labor  ap- 
prove these  applications?  After  all,  these  aliens  are  in  the  country  without  legal  doc- 
umentation and  working  illegally. 

Answer.  In  order  to  become  a  permanent  resident  under  one  of  the  employment- 
based  classifications,  an  alien  must  go  through  a  three  stage  process  and  is  by  no 
means  guaranteed  adjustment  of  status.  This  applies  whether  the  alien  has  been 
illegally  employed  in  the  United  States  or  not. 

First,  the  alien's  employer  must  apply  for  and  receive  a  labor  certification  from 
the  Department  of  Labor  (DOL).  The  DOL  grants  the  certification  on  the  basis  of 
whether  or  not  the  alien's  proposed  employment  will  adversely  affect  the  U.S.  job 
market  and  whether  there  is  a  shortage  of  U.S.  residents  employed  in  the  alien's 
proposed  field.  The  DOL  cannot  consider  the  legality  of  the  alien's  previous  employ- 
ment. 

Second,  the  alien's  employer  (or  in  certain  circumstances,  the  alien  himself)  must 
petition  the  INS  for  an  immigrant  visa  classification  based  on  permanent  employ- 
ment in  the  United  States.  The  INS  considers  several  factors  for  granting  the  peti- 
tion including  whether  the  alien  is  qualified  to  do  the  job  and  whether  the  potential 
employer  is  able  to  pay  the  alien's  wage.  At  this  stage,  INS  cannot  take  into  consid- 
eration the  alien's  illegal  employment. 

Lastly,  the  alien  must  apply  for  actual  permanent  residence.  This  can  be  done  ei- 
ther through  the  immigrant  visa  process  at  one  of  the  U.S.  consulates  outside  the 
United  States  or  through  the  adjustment  of  status  process  at  an  INS  office  within 
the  United  States.  In  general,  the  standards  applied  in  either  process  are  the  same, 
except  that  the  adjustment  process  involves  more  severe  standards  relating  to  ille- 
gal employment. 

In  the  immigrant  visa  process,  the  alien  must  establish  that  he  is  not  inadmis- 
sible to  the  United  States  under  one  of  the  exclusion  grounds  set  forth  in  section 
212  of  the  Immigration  and  Nationality  Act  ("the  Act").  None  of  these  exclusion 
grounds  relate  to  prior  illegal  employment  in  the  United  States. 

However,  in  the  adjustment  of  status  process,  any  illegal  employment  prohibits 
the  alien  from  even  applying  for  the  benefit  unless  he  pays  a  substantial  penalty, 
as  provided  for  under  Section  245(i)  of  the  Act.  This  penalty  is  set  at  five  times  the 
normal  application  fee  (i.e.,  $650,  five  times  the  current  fee  of  $130).  If  the  alien 
pays  the  penalty,  his  illegal  employment  does  not  bar  him  from  seeking  permanent 
resident  status.  However,  in  addition  to  paying  this  substantial  penalty,  the  alien 
must  still  meet  all  of  the  criteria  applied  during  the  immigrant  visa  process  and 
must  not  fall  under  any  of  the  exclusion  grounds  contained  in  section  212  of  the 
Act.  These  exclusion  grounds  include  over  thirty  separate  factors  such  as  possessing 
a  criminal  record,  suffering  from  certain  serious  illnesses  of  public  health  signifi- 
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cance,  and  being  considered  a  public  charge.  There  are  no  special  waivers  available 
to  the  alien  that  would  not  be  equally  available  to  the  immigrant  visa  process. 


Questions  Submitted  by  Representative  Harold  Rogers 
immigration— removal  of  deportable  aliens 

Question.  The  1996  appropriation  provided  1,400  new  positions  and  $129  million 
to  detain  and  remove  deportable  aliens.  The  1996  budget  stated  that  with  these  re- 
sources INS  would  deport  110,000  illegal  aliens.  The  1997  budget  has  now  re-esti- 
mated only  62,000  illegal  aliens  will  be  removed. 

Why  has  this  estimate  declined?  Please  provide  a  breakdown  of  removals  for  fiscal 
years  1993  through  1995  and  estimates  for  1996  and  1997.  Please  include  in  this 
breakdown  the  number  of  criminals  removals  and  non-criminal  removals. 

Answer.  The  previous  estimate  of  110,000  removals  has  been  revised  due  to  some 
erroneous  assumptions  and  methodological  problems  in  the  original  estimate.  Con- 
tributing factors  to  the  110,000  estimate  included:  (1)  calculating  the  1996  output 
increase  based  on  output  estimates  for  experienced  staff  instead  of  for  new  employ- 
ees; (2)  productivity  estimates  that  may  have  been  too  high  even  for  experienced  em- 
ployees; (3)  not  adequately  factoring  in  that  new  employees  will  not  generate  remov- 
als during  training;  and  (4)  not  considering  that  some  experienced  staffs  removal 
productivity  would  be  reduced  in  order  to  assist  with  the  training  and  development 
of  new  staff. 

Magnifying  these  issues  was  the  tight  time  constraints  under  which  the  estimates 
were  calculated.  The  110,000  removal  estimate  was  the  product  of  a  short  review 
effort  in  which  the  Department  and  INS  were  tasked  with  developing  its  immigra- 
tion initiative  by  the  Office  of  Management  and  Budget. 

The  breakdown  of  removals  for  fiscal  years  1993  through  1995  and  estimates  for 
1996  and  1997  are  presented  below: 

Fiscal  year — 


1993  1994  1995 


1996  es-       1997  es 
timate '        timate ' 


Criminal  27,681       30,334       31,915       37,300       55,800 

Non-Criminal  14,696       15,129       17,658       24,700       37,200 

Total 42,377       45,463       49,573       62,000       93,000 

'The  fiscal  year  1996  and  fiscal  year  1997  breakdown  between  criminal  and  non-criminal  removals  have  been  pro- 
jected based  on  the  traditional  60  percent  criminals  and  40  percent  non-criminals.  However,  with  the  passage  of  the 
Anti-Terrorism  and  Effective  Death  Penalty  Act  of  1996,  the  number  of  criminal  aliens  would  increase  and  these  estimates 
would  change. 

Question.  What  type  of  alien  removals  are  included  in  INS  removal  statistics?  Are 
aliens  given  voluntary  departure  included  in  these  statistics?  If  so,  please  provide 
a  breakdown  of  the  number  of  aliens  included  in  the  above  removal  statistics,  that 
were  removed  based  on  voluntary  departure. 

Answer.  The  INS  removal  statistics  include  aliens  that  have  been  issued  a  final 
order  of  deportation  or  exclusion.  Voluntary  departures  are  not  included  in  our  re- 
moval statistics. 

Question.  Are  aliens  given  voluntary  departure  confirmed  to  have  departed  the 
United  States?  Please  provide  what  sort  of  tracking  system  do  INS/EOIR  have  to 
confirm  that  aliens  given  voluntary  departure  (both  administrative  and  Immigration 
Judge  (IJ)-granted  voluntary  departure)  have  actually  left  the  United  States. 

Answer.  INS  uses  the  Deportable  Alien  Control  System  (DACS)  to  monitor  the 
cases  of  all  aliens  who  have  been  granted  voluntary  departure  (both  administrative 
and  IJ-granted),  except  the  cases  for  those  aliens  who  are  apprehended  and  imme- 
diately removed  to  Mexico  or  Canada.  When  verification  of  departure  is  received, 
the  cases  are  closed  to  reflect  the  removal  from  the  United  States.  At  the  present 
time,  the  system  is  unable  to  identify  which  of  those  cases  were  IJ-granted.  In  the 
future,  EOIR  is  going  to  provide  their  data  to  INS,  so  we  will  be  able  to  count  the 
administrative  separately  from  the  IJ-granted. 

Question.  Resources  were  provided  in  both  1995  and  1996  for  a  worksite  enforce- 
ment initiative.  As  reported  in  its  June  27,  1995  progress  report,  that  increased 
sanctions  activity  to  be  accomplished  in  fiscal  year  1996  as  a  result  of  fiscal  year 
1995  enhancements  were  as  follows:  80  additional  complex  lead  driven  cases,  other 
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than  DOL  leads  and  follow-ups;  300  extra  targeted  inspections;  150  more  DOL  re- 
ferred cases;  187  additional  follow-up  or  reinspections;  150  more  274C  Notices  of  In- 
tent to  Fine;  12  additional  criminal  prosecutions;  and  a  measurable  increase  in  the 
compliance  rate  within  the  targeted  industries. 

Has  the  INS  met  these  targets  for  increased  activity?  Please  address  the  progress 
the  INS  has  made  in  each  of  these  areas. 

Answer.  The  statistics  noted  in  the  question  refer  specifically  to  pilot  projects  that 
were  undertaken  in  the  New  York  and  Los  Angeles  Districts.  Implementation  of 
these  pilot  projects  began  at  the  end  of  fiscal  year  1995  and  continues  into  this  fiscal 
year.  The  initial  goals  quoted  above  have  been  revised  downward  for  a  variety  of 
reasons.  The  hiring  and  training  schedule  for  Special  Agents,  Immigration  Agents 
and  support  personnel  for  the  pilots  has  been  adjusted  for  fiscal  year  1996.  Addi- 
tionally, as  the  majority  of  the  new  agents  have  not  completed  the  requisite  basic 
training,  enhanced  productivity  will  be  realized  at  a  later  date.  The  worksite  en- 
forcement units  of  these  districts  have  been  further  depleted  by  competing  priorities 
such  as  the  INS  Spring  Plan  anti-smuggling  initiative. 

Nonetheless,  the  districts  involved  in  the  pilots  have  made  significant  strides  to- 
wards accomplishing  the  revised  goals.  New  York  District  is  targeting  the  garment 
industry  and  has  conducted  weekly  worksite  enforcement  operations  in  that  indus- 
try since  the  inception  of  the  pilot.  A  significant  number  of  lead  driven  cases  have 
been  initiated  and  completed.  The  Department  of  Labor  (DOL)  has  been  cooperating 
with  New  York  INS  agents  on  these  operations  by  interviewing  the  unauthorized 
aliens  to  determine  if  DOL  violations  exist.  Additionally,  INS  agents  forward  all 
minimum  wage  and  overtime  violations  to  the  DOL. 

The  INS  places  great  emphasis  on  our  working  relationship  with  the  DOL.  In  ad- 
dition to  addressing  the  number  of  cases  referred  by  DOL,  we  are  also  reinventing 
our  Memorandum  of  Understanding  with  the  DOL  to  facilitate  even  stronger  co- 
operation and  coordination  between  our  agencies. 

The  INS  Los  Angeles  District  is  targeting  a  specific  geographic  area,  Santa  Ana 
and  the  City  of  Industry.  The  Los  Angeles  Office  has  been  conducting  a  significant 
number  of  employer  cases  that  involve  criminal  activity  with  the  cooperation  of  DOL 
and  the  Internal  Revenue  Service.  In  addition  to  the  increased  enforcement  efforts 
in  these  cities,  over  200  major  employers  have  been  enrolled  in  the  Service's  Em- 
ployment Verification  System  (EVS).  EVS  enhances  the  employers'  ability  to  hire 
authorized  workers. 

Question.  What  enforcement  actions  does  INS  take  with  regard  to  detection  of  ille- 
gal alien  workers  at  worksites?  Are  these  aliens  detained  and/or  physically  removed 
from  the  worksite?  Are  any  of  these  aliens  given  voluntary  departure?  Does  INS 
provide  work  authorization  to  any  of  these  aliens  and  under  what  circumstances? 

Answer.  The  majority  of  INS  worksite  enforcement  cases  are  initiated  as  a  result 
of  leads  received  at  the  local  INS  offices.  The  leads  are  received  from  a  variety  of 
sources,  including  the  general  public  (often  employees  or  former  employees),  the  De- 
partment of  Labor,  and  local  and  Federal  law  enforcement  offices. 

Illegal  aliens  encountered  during  worksite  operations  are  arrested  and  removed 
from  the  worksite.  They  are  generally  transported  to  the  local  INS  office  for  process- 
ing. Those  aliens  who  request  voluntary  departure,  and  are  eligible  for  such  depar- 
ture under  the  law,  are  afforded  that  privilege.  The  remainder  of  the  aliens  arrested 
are  generally  issued  Orders  to  Show  Cause  and  are  then  detained  or  released  under 
bond  or  recognizance,  depending  upon  the  circumstances  involved. 

The  INS  does  not  routinely  provide  work  authorization  to  illegal  aliens  arrested 
at  the  worksite.  There  are  a  small  number  of  aliens  who  are  given  work  authoriza- 
tion, however.  These  are  generally  aliens  who  have  pending  applications  with  INS, 
and  who  would  have  qualified  for  work  authorization  had  they  applied  for  it. 

VERIFICATION  SYSTEMS 

Question.  For  fiscal  year  1996,  Congress  provided  $10  million  to  develop  new  pi- 
lots and  expand  systems  to  verify  work  eligibility  of  aliens.  What  is  the  status  of 
these  projects? 

The  1997  budget  includes  an  additional  $10  million  for  these  projects.  For  what 
specific  projects  will  these  funds  be  used? 

Answer.  The  INS  embarked  on  an  ambitious  schedule  in  fiscal  year  1996  to  bring 
the  number  of  volunteer  employers  participating  in  Employer  Verification  Pilots  to 
1,000.  The  employers  will  be  enrolled  from  all  parts  of  the  country  and  will  rep- 
resent many  industries,  large  and  small.  We  are  on  target  for  this  objective. 

We  are  also  pursuing  a  joint  pilot  with  the  Social  Security  Administration  called 
the  Two-Step  which  is  scheduled  for  implementation  in  the  fourth  quarter. 
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Finally,  INS  has  invested  in  significant  records  cleanup  activities  to  address  con- 
cerns that  our  electronic  databases  are  not  accurate  or  complete.  These  projects  in- 
clude efforts  to  gain  better  control  over  paper  A-files,  and  then  reconcile  the  infor- 
mation in  those  files  with  our  databases.  This  will  result  in  a  movement  towards 
centralized  records  operations  and  support.  Funds  also  have  been  applied  to  allow 
for  automated  reconciliation  of  data,  follow-up  on  electronically  generated  error  re- 
ports, and  improved  data  processing  and  transfer. 

In  fiscal  year  1997  there  will  be  a  continuation  of  investment  in  improvements 
in  the  information  delivery  system  for  Verification  and  a  continuation  of  reconcili- 
ation efforts  to  improve  the  data  in  our  electronic  databases  by  centralizing  records 
operations  and  files  and  then  validating  their  contents  against  what  is  in  the 


This  will  be  a  multiyear  effort  culminating  in  a  greater  reliance  on  electronic 
records. 

Question.  What  specific  actions  has  INS  taken  to  enforce  the  President's  Executive 
Order  that  bans  Federal  agencies  from  contracting  with  companies  that  hire  illegal 
aliens? 

Answer.  In  response  to  the  President's  Executive  Order,  INS  has  compiled  a  list 
of  employers  who  are  the  subject  of  a  Final  Order  for  knowingly  hiring  or  continuing 
to  employ  unauthorized  aliens.  A  list  of  agency  contracting  officials  has  been  ob- 
tained for  use  in  the  distribution  of  this  information.  Further,  INS  has  instructed 
its  field  officers  to  determine  whether  employers,  under  investigation  for  knowingly 
hiring  or  continuing  to  employ  unauthorized  aliens,  currently  hold  Federal  con- 
tracts. An  interagency  implementation  meeting  was  held  between  INS  and  rep- 
resentatives of  the  major  contracting  agencies.  Since  neither  the  INS  nor  the  Attor- 
ney General  has  the  authority  to  suspend  or  debar  a  government  contractor  in  viola- 
tion of  INS  employment  provisions,  the  General  Services  Administration  will  take 
the  lead  in  determining  whether  the  Federal  Acquisition  Regulation  (FAR)  needs  to 
be  amended  before  the  Executive  Order  can  be  implemented.  The  INS  is  prepared 
to  transmit  final  order  information  to  appropriate  contracting  agency  officials  as 
soon  as  it  is  determined  that  the  proper  FAR  regulations  are  in  place. 

Question.  Is  there  a  system  that  INS  checks  all  employees  of  companies  that  con- 
tract with  the  Federal  government? 

Answer.  No,  INS  does  not  currently  have  a  system  through  which  the  employment 
eligibility  of  all  employees  of  companies  that  contract  with  the  Federal  Government 
are  verified.  Pursuant  to  statutory  authority,  INS  only  conducts  routine  employment 
eligibility  verification  of  alien  employees  through  demonstration  projects.  Implemen- 
tation of  a  system  such  as  the  one  identified  above  would  be  a  "major  change"  as 
defined  by  current  statutory  provisions  and  would  require  two  years  prior  notice  and 
approval  by  Congress.  The  INS  investigates  violations  of  the  employer  sanction  pro- 
visions based  either  upon  a  credible  lead  or  through  the  General  Administrative 
Plan.  The  field  officers  will,  however,  give  priority  to  leads  involving  Federal  con- 
tractors based  upon  the  President's  Executive  Order. 

Question.  Is  there  a  database  on  companies  that  have  violated  this  law  that  other 
Federal  agencies  have  access  to? 

Answer.  The  INS  maintains  a  database  on  companies  that  have  been  charged 
with  violations  of  all  employer  sanctions  provisions.  Currently,  this  database  is  not 
available  to  other  Federal  agencies.  Because  the  President's  Executive  Order  only 
applies  to  employers  who  are  the  subject  of  a  Final  Order  for  knowingly  hiring  or 
continuing  to  employ  unauthorized  workers,  access  to  this  more  expansive  database 
is  not  necessary.  The  INS  is  developing  methods  through  which  Final  Order  infor- 
mation could  be  provided  to  contracting  agency  officials  through  an  electronic 
database. 

REMOVALS 

Question.  What  is  the  number  of  excludable  aliens  who  arrive  each  year  at  United 
States  Airports?  At  sea  ports?  At  land  ports  "of  entry? 

Answer.  The  following  chart  provides  the  number  of  inadmissible  aliens  who  ar- 
rived at  ports  of  entry  for  1994  and  1995. 

1994  1995 

Port  of  Entry: 

Air  43,865  44,584 

Sea  51,002  45,124 

Land  881,160  898,705 


7,622 

5,195 

2,758 

71 

494 

56 
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1994  1995 

Total  976,027  988,413 

Question.  Of  these  excludable  arriving  aliens,  how  many  claim  asylum?  (Please 
break  down  by  air/sea/land  POE). 

Answer.  The  following  chart  provides  the  number  of  asylum  claims  for  1994  and 
1995. 

1994  1995 

Port  of  Entry: 

Air  

Sea  

Land 

Total  10,874  5,322 

Question.  The  INS  response  of  December  26,  1995,  indicates  that  INS  investiga- 
tors are  generally  not  available  to  search  for  and  apprehend  illegal  aliens  who  have 
been  ordered  deported.  Why  is  this  the  case?  Shouldn't  removal  of  aliens  who  have 
been  ordered  deported  be  a  higher  priority  for  INS  investigators?  Do  INS  investiga- 
tors see  such  activity  as  a  vital  part  of  their  mission? 

Answer.  At  this  time,  there  are  approximately  72,273  aliens  at  large  who  ab- 
sconded after  being  ordered  deported.  In  general,  these  individuals  used  due  process 
to  its  full  extent  and  failing  in  that,  absconded  rather  than  face  removal.  However, 
the  vast  majority  are  violators  only  of  the  administrative  provisions  of  the  Immigra- 
tion and  Nationality  Act  in  that  they  are  here  illegally,  and  their  goal  is  simply  to 
remain  in  the  United  States.  The  location  and  apprehension  of  these  individuals 
who  have  decided  to  abscond  and  consciously  evade  apprehension  and  removal  is  a 
labor  intensive  and  time  consuming  process.  While  INS  believes  that  the  removal 
of  aliens  ordered  deported  is  important  to  the  integrity  of  the  deportation  process, 
the  majority  of  investigative  resources  have  been  dedicated  to  higher  priority  en- 
forcement activities  targeting  those  who  have  greater  potential  to  cause  harm,  such 
as  criminal  aliens,  alien  smugglers,  alien  criminal  organizations,  terrorists,  per- 
petrators of  immigration  fraud,  and  employers  who,  in  violating  employer  sanctions 
provisions,  encourage  aliens  to  enter  and  remain  unlawfully  in  the  United  States. 

Question.  If  INS  investigators  are  not  equipped  or  motivated  for  the  basic  task 
of  apprehending  illegal  aliens,  including  abscondees  from  deportation  orders,  should 
resources  be  devoted  instead  to  creation  of  a  uniformed  corps  of  INS  interior  en- 
forcement officers  who  will  see  this  as  their  primary  mission. 

Answer.  In  fiscal  year  1995,  the  INS  implemented  a  new  enforcement  officer  posi- 
tion in  the  Investigations  Program,  immigration  agent  GS-5/7/9,  for  the  purpose  of 
performing  lower  graded  but  important  enforcement  tasks,  including  criminal  alien 
processing  at  jails  and  correctional  facilities,  the  apprehension  of  illegal  aliens  in  the 
workplace,  and  the  location  and  apprehension  of  abscondees  from  deportation  or- 
ders. While  their  number  is  relatively  small  at  present,  as  their  numbers  increase, 
greater  impact  in  the  apprehension  of  illegal  aliens  and  abscondees  from  deportation 
orders  will  be  realized.  Creating  a  uniformed  corps  of  INS  interior  enforcement  offi- 
cers would  not  necessarily  result  in  greater  success  in  the  apprehension  of  illegal 
aliens  and  abscondees  from  deportation  orders.  Because  they  are  easily  identified, 
uniformed  officers  can  give  those  who  wish  to  evade  apprehension  added  oppor- 
tunity to  avoid  contact.  Uniformed  officers  generally  have  their  greatest  impact 
where  the  objective  is  high  visibility  to  promote  easy  crime  reporting,  prevention, 
and  deterrence.  For  special  operations,  where  high  visibility  and  ease  of  identifica- 
tion are  important  safety  considerations,  special  agents  of  the  INS  don  distinctive 
jackets  and  hats  emblazoned  with  badge  insignia  and  large  identifying  distinctive 
lettering,  as  is  common  practice  with  other  federal  law  enforcement  agencies  such 
as  the  Federal  Bureau  of  Investigation,  Drug  Enforcement  Administration  (DEA), 
Bureau  of  Alcohol,  Tobacco  and  Firearms,  U.S.  Customs  Service,  etc. 

Question.  What  is  the  status  of  the  Institutional  Hearing  Program  in  the  top  six 
immigration  receiving  states? 

Answer.  The  strategy  of  the  Institutional  Hearing  Program  (IHP)  is  to  initially 
concentrate  enhancement  efforts  on  those  states  with  the  highest  numbers  of  for- 
eign-born inmates,  subsequently  expanding  the  IHP  in  other  states  as  warranted 
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when  resources  become  available  and  plans  are  developed  and  agreed  upon  by  the 
INS,  individual  states  and  the  Executive  Office  of  Immigration  Review. 

During  fiscal  year  1995,  enhanced  IHP  efforts  focused  on  the  five  states  with  the 
highest  number  of  foreign-born  inmates,  including  California,  Florida,  Illinois,  New 
York,  and  Texas. 

The  INS  set  a  goal  to  remove  8,250  criminal  aliens  through  the  IHP  in  fiscal  year 
1995.  The  criminal  alien  removal  goal  was  surpassed  by  1,307  for  a  total  removal 
number  of  9,557.  Through  the  state  IHP's,  7,296  criminal  aliens  were  removed  from 
the  United  States.  The  "High  Five"  states  accounted  for  5,782  criminal  alien  remov- 
als (California,  4,492;  Florida,  349;  Illinois,  178;  New  York,  587;  Texas  176).  The 
Federal  IHP  accounted  for  2,021  criminal  alien  removals  and  240  criminal  aliens 
were  removed  through  participating  county  IHP's.  During  fiscal  year  1996,  en- 
hanced IHP  plans  are  scheduled  to  be  implemented  in  the  states  of  Arizona  and 
New  Jersey. 

Question.  A  recent  report  by  the  Department  of  Justice  Inspector  General  (No.  I- 
96-03,  March  1996)  found  that  only  11  percent  of  illegal  aliens  who  are  ordered  de- 
ported, but  are  not  detained  by  the  INS,  are  actually  deported  by  the  INS.  In  its 
response  to  the  draft  report  (dated  December  26,  1995)  the  INS  concurred  in  these 
findings,  and  stated  that  it  is  taking  more  aggressive  actions  to  locate  apprehend 
aliens  who  have  been  ordered  deported.  Please  provide  specific  updates  on  the 
progress  to  date  with  the  following  initiatives  mentioned  in  the  INS  response. 

The  demonstration  project  commissioned  to  the  Vera  Institute  of  Justice  regarding 
the  adjudication,  release,  reporting,  and  removal  of  non-detained  illegal  aliens. 

Answer.  The  Vera  Institute  will  develop  and  implement  a  supervised  release  pro- 
gram designed  to  ensure  that  aliens  charged  with  deportation  report  to  their  hear- 
ings and,  where  appropriate,  are  removed  without  having  to  be  detained.  The  pro- 
gram will  monitor  aliens  on  supervised  release  and  require  them  to  report  program 
officials  at  regular  intervals.  The  contract  will  be  awarded  before  the  end  of  fiscal 
year  1996. 

Question.  Legislative  or  regulatory  initiatives  by  the  Department  of  Justice  to 
change  current  rulings  by  the  Board  of  Immigration  Appeals  or  the  federal  courts 
that  can  make  it  difficult  to  detain  illegal  aliens  once  they  have  been  ordered  de- 
ported. 

Answer.  On  July  1,  1996,  a  new  EOIR  motions  and  appeal  regulation  will  become 
effective,  limiting  an  alien's  ability  to  reopen  his  or  her  case,  once  an  order  of  depor- 
tation has  been  issued.  Previously,  aliens  were  able  to  file  repeated  motions  to  re- 
open long  after  their  deportation  was  ordered,  frustrating  the  Service's  ability  to  de- 
tain and  remove  them.  The  new  regulation  generally  limits  an  alien  to  one  motion 
to  reopen  filed  within  90  days  of  the  administrative  decision.  It  also  limits  an  alien 
to  one  motion  to  reconsider  filed  within  30  days  of  the  administrative  decision. 

Question.  The  hiring  of  new  personnel  specifically  for  the  purpose  of  finding  and 
apprehending  absconders  from  deportation  orders. 

Answer.  The  INS  received  a  budget  enhancement  of  142  positions  and  $11.2  mil- 
lion in  fiscal  year  1996  specifically  to  support  Service  efforts  to  locate  and  remove 
aliens  who  have  been  ordered  deported  and  who  have  absconded.  The  Service  is  cur- 
rently in  the  process  of  hiring  and  training  the  deportation  officers,  detention  en- 
forcement officers,  support  staff  provided  for  this  initiative.  These  new  officers  and 
clerks  will  begin  to  arrive  in  the  field  beginning  later  this  fiscal  year. 

Question.  The  establishment  of  absconder  removal  teams. 

Answer.  Absconder  removal  teams  have  been  established  in  the  following  districts: 
Atlanta;  Baltimore;  Boston;  Chicago;  Dallas;  Denver;  El  Paso;  Houston;  Los  Angeles; 
Miami;  New  Orleans;  Philadelphia;  San  Antonio;  San  Diego;  San  Francisco;  San 
Juan;  Seattle;  and  Washington,  D.C.  At  present,  the  teams  in  these  districts  operate 
using  exiting  personnel,  but  beginning  in  the  fourth  quarter  they  will  be  strength- 
ened and  expanded  using  the  fiscal  year  1996  hires.  New  teams  will  also  be  estab- 
lished in  districts  currently  without  absconder  removal  units. 

Question.  The  coordination  of  INS  databases  with  those  of  other  law  enforcement 
agencies,  including  the  entry  of  warrants  and  orders  into  NCIC. 

Answer.  To  address  the  problem  of  absconders,  INS  has  expanded  the  usage  of 
the  National  Crime  Information  Center  (NCIC)  Wanted  Persons  File.  In  the  first  six 
months  of  fiscal  year  1996,  NCIC  was  expanded  to  cover  a  greater  number  of  crimi- 
nal and  non-criminal  alien  absconders.  In  April  1996,  implementing  instructions 
were  issued  to  the  field  which  outlined  the  requirements  of  case  entry  and  expanded 
the  group  of  aliens  eligible  for  inclusion  in  the  system.  Beginning  in  April,  eight 
pilot  cities  began  forwarding  newly  eligible  cases  to  Headquarters  for  entry  into  the 
system.  In  May,  this  program  was  expanded  nationwide. 
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INTERIOR  REPATRIATION 


Question.  INS  started  an  interior  repatriation  pilot  program  in  March  to  transport 
repeat  border  crossers  back  into  the  interior  of  their  country.  There  was  one  obvious 
flaw  in  the  program.  INS  was  not  entering  the  record  of  the  individual's  deportation 
into  any  data  system  that  State  had  access  to.  Rather,  once  the  individual  was 
transported  back  into  his  country,  the  embassy  would  get  a  paper  trail,  that  they 
would  then  have  to  manually  enter  into  State's  information  system.  If  the  individual 
showed  up  at  the  embassy  to  apply  for  a  visa,  during  the  time  lag  before  the  data 
was  in  State's  information  system,  no  one  would  know  the  U.S.  had  him  deported. 

What  has  INS  done  to  correct  this  problem? 

Answer.  The  individuals  participating  in  the  pilot  program  are  all  returning  to 
Mexico  voluntarily,  therefore,  they  are  not  entered  into  the  INS  Deported  Alien 
Tracking  System  (DACS).  However,  in  order  to  provide  appropriate  notification  to 
the  Department  of  State  (DOS),  the  Office  of  Information  Resources  Management 
of  INS  provides  DOS  a  hardcopy  of  the  names,  dates  of  birth,  address  in  Mexico 
and  Alien  number  of  all  participants  in  the  interior  repatriation  pilot  when  re- 
quested. In  the  future,  INS  will  provide  the  information  on  a  diskette.  These  names 
will  be  placed  in  DOS'  CLASS  (Consular  Lookout  and  Support  System)  in  order  to 
alert  Consular  Officers  overseas  that  an  individual  has  voluntarily  returned  to  Mex- 
ico at  United  States  Government  expense. 

Question.  What  impact  has  the  interior  repatriation  pilot  program  had  on  recidi- 
vism? 

Answer.  There  have  been  five  repatriation  flights  as  of  May  24,  with  a  total  of 
79  participants.  It  is  too  early  to  report  statistically  on  the  impact  of  the  pilot  pro- 
gram on  recidivism.  However,  anecdotally,  the  San  Diego  Sector  has  received  infor- 
mation that  upon  return  to  Mexico  of  individuals  who  have  participated  in  the  pro- 
gram, they  have  been  met  by  other  intending  immigrants,  who  have  decided  not  to 
leave  their  homeland  due  to  the  difficulties  expressed  by  returnees  in  attempting 
to  elude  the  INS  Border  Patrol. 

NATURALIZATION 

Question.  Please  provide  the  number  of  additional  personnel  hired  and  on-board 
to  process  naturalization  applications,  since  approval  of  the  reprogramming. 

Answer.  Under  the  fiscal  year  1995  reprogramming,  INS  has  been  in  the  process 
of  hiring  270  permanent  adjudicators  across  the  country;  of  that  number,  251  posi- 
tions (93  percent)  were  filled  as  of  April  27,  1996.  We  estimate  that  approximately 
half  of  these  are  dedicated  to  naturalization  work. 

With  the  fiscal  year  1996  reprogramming  approved  in  January  1996,  hiring  was 
divided  into  two  phases.  Phase  I  hiring  was  for  298  adjudicator  and  clerical  staff 
for  the  five  largest  districts.  These  five  districts  received  99  more  clerical  positions 
in  Phase  II,  and  are  now  adding  223  more  temporary  positions  using  lapse  funds. 
Of  this  total  of  620  temporary  positions  in  the  five  largest  districts,  401  were  filled 
as  of  May  14,  1996,  and  virtually  all  the  remainder  are  in  the  clearance  process  and 
will  be  on-board  within  a  few  weeks. 

Also,  in  Phase  II,  160  temporary  officer  and  clerical  positions  were  allocated  to 
other  offices  which  face  significant  naturalization  backlogs.  We  have  also  clerical 
and  records  support  contractors  at  the  four  INS  Service  Centers  and  several  dis- 
tricts for  naturalization  processing. 

Question.  What  is  INS's  current  processing  time  for  naturalization  applications? 

Answer.  At  the  March  1996  rate  of  production,  INS  would  complete  work  on  its 
entire  pending  caseload  in  12.7  months,  down  from  17.1  months  at  the  end  of  fiscal 
year  1995.  With  the  additional  staff  entering  duty  in  April  and  May,  INS  projects 
reducing  the  naturalization  processing  time  (from  filing  through  the  oath  ceremony) 
to  six  months  by  the  end  of  fiscal  year  1996. 

Question.  Why  hasn't  INS  provided  the  monthly  reports  the  Committee  requested? 
Please  provide  for  the  record  the  most  current  monthly  report  on  INS  application 
processing. 

The  reports  were  delayed  in  efforts  to  develop  better  data  collection  methods,  to 
ensure  the  accuracy  of  the  data  received,  and  to  develop  consensus  on  a  clear  and 
concise  report  format.  The  clearance  process  has  taken  longer  than  anticipated.  In 
addition,  a  report  encompassing  all  of  fiscal  year  1995,  and  a  report  covering  the 
first  six  month  of  fiscal  year  1996,  are  currently  at  the  Department  of  Justice  and 
will  the  transmitted  shortly. 

Question.  What  additional  steps  is  INS  taking  to  reduce  the  processing  time  for 
naturalization  applications? 

Answer.  Under  Citizenship  USA,  INS  is  reducing  processing  times  and  improving 
efficiency,  by  adding  personnel  as  noted  above.  We  are  updating  our  naturalization 
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procedures  to  eliminate  wasted  steps  and  centralizing  N-400  application  mailing  to 
INS  Service  Centers  for  the  Los  Angeles,  Chicago,  New  York  and  Miami  district  of- 
fices Tour  of  our  largest  volume  offices;.  This  allows  the  distnct-  to  focus  on  con- 
ducting interviews  and  ceremonies  and  improve  our  automated  system  fur.- 
•"e.g.  printing  certificates  in  batches,  redesigning  the  antiquated  Naturalization 
Automated  Casework  System;. 

SUBCOMMITTEE  RECESS 

Senator  Gregg.  If  there  is  nothing  further,  the  subcommittee 
will  stand  in  recess. 

[Whereupon,  at  10:37  a.m.,  Thursday,  May  9,  the  subcommittee 
was  recessed,  to  reconvene  subject  to  the  call  of  the  Chair.  J 
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TUESDAY,  MAY  14,  1996 

U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  2:08  p.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 
Present:  Senators  Gregg,  Jeffords,  Hollings,  and  Bumpers. 

DEPARTMENT  OF  COMMERCE 

National  Oceanic  and  Atmospheric  Administration 

STATEMENT  OF  D.  JAMES  BAKER,  UNDER  SECRETARY  FOR  OCEANS 
AND  ATMOSPHERE 

ACCOMPANIED  BY: 

DOUGLAS  HALL,  ASSISTANT  SECRETARY  FOR  OCEANS  AND  AT- 
MOSPHERE 

DIANA  H.  JOSEPHSON,  DEPUTY  UNDER  SECRETARY  FOR  OCEANS 
AND  ATMOSPHERE 

ELBERT  FRIDAY,  ASSISTANT  ADMINISTRATOR,  NATIONAL  WEATH- 
ER SERVICE 
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OPENING  REMARKS 

Senator  GREGG.  We  are  going  to  start  the  hearing.  This  is  on 
NOAA,  which  is  one  of  the  premiere  agencies,  in  my  opinion,  in  the 
Government.  It  does  a  superb  job  in  the  areas  it  is  responsible  for. 
We  appreciate  your  being  here,  and  why  do  you  not  go  right  ahead? 

Dr.  Baker.  Thank  you,  Mr.  Chairman,  and  thank  you  for  your 
support  of  NOAA. 

Senator  GREGG.  You  have  a  lot  of  support  on  the  Senate  side. 
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OPENING  STATEMENT 


Dr.  Baker.  Let  me  thank  the  staff,  also,  which  has  been  really 
very  supportive  and  helpful  in  lots  of  issues,  so  it  has  been  great 
for  us. 

We  are  glad  to  have  the  chance  to  testify  about  our  1997  budget 
because  we  believe  as  you  move  into  the  21st  century,  what  NOAA 
provides  for  our  domestic  security  and  our  global  competitiveness 
are  essential  for  America's  future.  We  think  that  the  1997  budget 
represents  both  the  President's  commitment  and  also  congressional 
priorities  and  mandates  to  meet  the  challenges  that  America  has. 

We  have  provided  the  United  States  with  the  most  advanced 
weather  and  climate  prediction  systems  in  the  world.  We  have  pro- 
vided a  scientific  base  for  managing  natural  resources  and  solving 
environmental  problems.  Thanks  to  Congress,  we  have  provided 
additional  support  and  investment  in  long-term  sustainability  of 
fisheries.  Thanks  again  to  Congress,  we  also  have  provided  addi- 
tional support,  another  25  percent,  for  improving  our  mapping  and 
charting. 

Our  1997  request  has  both  increases  and  decreases  from  current 
spending.  We  are  looking  for  a  total  of  about  $2.1  billion  in  spend- 
ing authority.  That  is  a  net  increase  of  about  $173  million  over  the 
1996  conference  mark.  There  are  program  increases  of  about  $248 
million  and  program  decreases  of  $136  million  and  inflation-related 
cost  increases  of  about  $61  million.  Our  increases  are  primarily 
systems  costs,  which  represent  about  37  percent  of  our  budget — 
satellites,  weather  service  modernization. 

We  are  also  decreasing  in  size.  Within  our  total  ceiling  starting 
in  1993  of  about  14,000  full-time  Government  equivalents,  by  1999, 
we  will  have  reduced  by  2,400  people.  That  is  a  16-percent  reduc- 
tion. 

We  are  working  to  merge  the  U.S.  Department  of  Defense  and 
the  civilian  weather  satellites  into  a  single  system,  which  is  going 
to  save  more  than  $1  billion  over  the  life  of  the  program  in  cost 
avoidance.  We  are  eliminating  specialized  weather  services.  We  are 
laying  up  NOAA  ships  and  looking  to  the  private  sector  for  sup- 
port, and  we  are  eliminating  the  NOAA  corps.  At  the  same  time, 
we  believe  that  we  are  continuing  to  provide  the  capabilities  that 
we  need  to  go  to  sea  and  do  the  operations  that  we  have. 

Mr.  Chairman,  we  have  seen  dramatic  improvements  in  weather 
forecasting.  This  year,  the  Weather  Service  provided  such  accurate 
forecasting  of  the  "Blizzard  of  1996"  that  the  airline  companies  lis- 
tened to  what  we  said,  moved  their  planes  out  before  the  forecast, 
moved  them  back  in  after  the  storm,  and  saved  millions  of  dollars 
in  logistical  costs.  This  is  the  first  time  that  they  had  done  that. 
In  fact,  previous  to  this  year,  the  Weather  Service  had  operated 
under  a  rule  that  we  would  not  announce  forecasts  of  more  than 
4  or  5  inches,  but  now  that  we  can  do  it  accurately,  we  do  this  and 
there  is  a  very  good  response  from  the  private  sector.  The  down 
time  is  much  less. 

We  did  the  same  thing  in  providing  warnings  in  Seattle  and  the 
Pacific  Northwest  for  high  winds  when  we  had  that  problem  in  the 
winter.  We  have  increased  lead  time  for  tornadoes  from  about  8 
minutes  to  about  13  minutes,  which  is  a  short  time  but  still  a  lot 
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more  time  for  the  public  to  prepare  for  these  unusual  and  damag- 
ing storms,  which  were  all  over  television  this  weekend  and  now 
are  all  over  the  movie  theaters  with  "The  Night  of  the  Twister"  and 
"Twister"  and  "Making  of  Twister". 

Senator  Gregg.  I  did  not  know  weather  could  be  so  exciting. 

Dr.  Baker.  Yes;  we  loved  it,  switching  back  and  forth  between 
the  weather  channel  and  the  family  channel  there. 

This  is  an  investment  that  has  paid  off,  and  thanks  to  this  com- 
mittee and  the  chairman  and  the  ranking  minority  member  of  this 
committee,  there  has  been  a  long-term  investment  in  the  Weather 
Service  and  it  is  really  paying  off,  with  the  new  satellites,  the  new 
surface  observing  systems,  the  new  next-generation  radars,  the 
software  systems  that  pull  it  all  together.  We  have  saved  lives,  we 
have  protected  property,  and  we  have  an  enormous  amount  of  eco- 
nomic benefits.  It  has  been  great. 

We  are  looking  for  about  $1.2  million  in  our  budget  to  support 
this  strategic  goal.  We  are  taking  some  base  reductions  so  we  can 
offset  in  part  the  systems  increases  for  satellites  and  the  Weather 
Service  systems.  The  funding  for  this  goal  is  more  than  one-half  of 
the  NOAA  budget. 

Looking  at  a  little  longer  forecast,  we  began  implementing  this 
past  year  monthly  and  seasonal  forecasts  that  are  based  on  under- 
standing the  El  Nino.  This  gives  us  probability  outlooks  for  tem- 
perature and  rainfall  in  the  Midwest,  for  example.  For  agriculture 
alone,  those  forecasts,  we  estimate  that  the  benefits  are  close  to  $3 
billion,  telling  farmers  when  to  plant  and  what  to  plant.  It  makes 
a  tremendous  difference  because  we  know  how  much  water  will  be 
available  and  when  the  rains  are  not  going  to  come. 

We  are  trying  to  build  toward  a  regional  and  operational  system 
for  climate  forecasts  and  that  will  allow  farmers  and  water  man- 
agers, energy  companies,  the  complete  private  sector  to  make  eco- 
nomic decisions  in  anticipation  of  drought  or  flood.  We  think  the 
ability  to  deliver  accurate  climate  forecasts  is  going  to  be  as  impor- 
tant to  the  country  in  the  21st  century  as  weather  forecasts  are 
today,  and  we  are  starting  to  do  that,  thanks  to  the  support  of  this 
committee. 

For  the  long  term,  our  goal  is  to  provide  accurate  measurements 
of  the  changing  environment  and  develop  the  science  that  is  nec- 
essary for  policy  decisions  with  longer-term  implications.  NOAA  is 
the  agency  responsible  for  measuring  the  carbon  dioxide  to  show 
that  it  is  increasing.  We  are  responsible  for  the  modeling  that 
shows  some  of  the  impacts. 

We  have  played  a  critical  role  in  the  science  of  the  ozone  layer, 
showing  what  the  impacts  of  knowing  atmospheric  chemistry  are 
and  an  increasing  ozone  hole.  We  have  worked  with  industry  to 
allow  them  to  select  ozone  hole-friendly  substitutes  for  chlorofluoro- 
carbons.  Every  one  that  we  can  eliminate  saves  companies  about 
$25  million,  a  big  improvement. 

We  are  also  doing  a  study  of  near-surface  ozone,  which  has  a  big 
effect  in  rural  areas,  where  the  nitrogen  oxides  come  from  cars  but 
the  volatile  organic  compounds  come  from  plants.  The  two  things 
come  together  to  produce  ozone,  which  has  a  big  effect  on  crops.  If 
we  could  reduce  the  ozone  in  rural  areas  by  25  percent,  we  could 
save  farmers  about  $1  billion  per  year.  It  has  a  huge  impact.  We 
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are  doing  the  science  to  understand  that,  and  the  more  that  we 
have  done  this  past  year,  the  more  we  learned  it  is  a  broader  prob- 
lem than  we  had  realized. 

Then  finally,  in  navigation,  we  have  been  working  with  the  pri- 
vate sector  to  revolutionize  navigation  by  more  accurate  mapping 
and  charting,  by  making  our  charts  digital,  by  using  the  global  po- 
sitioning system,  the  satellite-based  system,  to  get  better  informa- 
tion in  there.  We  know  that  accurate  charts  and  navigation  sys- 
tems are  required  for  safe  navigation.  We  estimate  that  one-third 
of  maritime  accidents  could  be  prevented  by  the  use  of  electronic 
charts  and  alarms.  It  is  a  savings  of  close  to  $4  million  per  day. 
We  are  requesting  about  $90  million  for  that  goal. 

In  terms  of  looking  at  fisheries,  there  is  a  very  strong  consensus 
among  lawmakers,  fishery  managers,  the  fishing  industry,  and  the 
public  that  we  must  restore  our  depleted  fishery  resources  and  we 
must  maintain  healthy  fisheries.  This  will  promote  economic  and 
biological  sustainability  of  fishery  resources  and  promote  the  inter- 
national competitiveness  of  our  fishing  industry.  We  estimate  that 
building  sustainable  fisheries  has  a  potential  $25  billion  total  im- 
pact on  the  national  economy.  We  are  requesting  a  total  of  about 
$320  million  to  support  our  strategic  goal  to  build  sustainable  fish- 
eries. 

In  terms  of  recovering  protected  species,  we  have  implemented 
emergency  sea  turtle  conservation  measures  in  the  southeastern 
U.S.  shrimp  fishery,  which  includes  reasonable  and  prudent  alter- 
natives to  closing  the  fishery.  This  type  of  action  illustrates  our 
commitment  to  protect  and  recover  endangered  species  in  a  manner 
compatible  with  the  sustainable  use  of  marine  resources.  We  are 
requesting  a  total  of  $66  million  in  this  area. 

For  the  coastal  area,  we  note  that  over  54  percent  of  the  U.S. 
population  lives  on  10  percent  of  the  land  that  is  defined  as  coastal. 
Our  programs  to  assess  and  restore  sensitive  areas  are  critical  to 
maintaining  healthy  coastal  environments.  NOAA  requests  a  total 
of  $187  million  to  address  the  strategic  goal  of  sustained  healthy 
coasts,  a  net  increase  of  $4  million  over  the  1997  base. 

PREPARED  STATEMENT 

In  conclusion,  Mr.  Chairman,  may  I  say  that  every  day,  in  some 
way,  every  person  in  the  United  States  is  affected  by  the  services 
and  products  that  NOAA  provides.  We  think  that  we  have  devel- 
oped a  cost-effective  means  to  promote  the  Nation's  environmental 
and  economic  well-being.  We  have  cut  where  we  could  cut.  We  have 
added  only  for  systems  costs  and  very  broadly  supported  programs. 
We  are  part  of  an  overall  budget  that  balances  by  the  year  2002 
and  we  welcome  the  coming  discussion.  Thank  you  very  much. 

[The  statement  follows:] 

Prepared  Statement  of  Dr.  D.  James  Baker 

INTRODUCTION 

Thank  you,  Mr.  Chairman,  and  members  of  the  Subcommittee,  for  this  oppor- 
tunity to  testify  on  the  President's  fiscal  year  1997  Budget  Request  of  the  National 
Oceanic  and  Atmospheric  Administration  (NOAA).  As  America  moves  into  the  21st 
century,  our  domestic  security  and  global  competitiveness  will  depend  on  the  types 
of  capabilities,  services  and  products  delivered  by  NOAA.  I  would  like  to  address 
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how  this  proposed  budget  maintains  an  appropriate  balance  among  the  environ- 
mental assessment  and  prediction,  and  environmental  stewardship,  needs  of  the  na- 
tion. I  am  accompanied  today  by  Doug  Hall,  Assistant  Secretary  for  Oceans  and  At- 
mosphere; Diana  H.  Josephson,  Deputy  Under  Secretary;  Joseph  Kammerer,  Chief 
Financial  Officer/Chief  Administrative  Officer.  Also,  NOAA's  Assistant  Administra- 
tors and  Office  Directors  are  present. 

THE  NOAA  ROLE:  DOING  WHAT'S  NEEDED 

NOAA's  fiscal  year  1997  budget  continues  to  reflect  this  Administration's  commit- 
ment to  meeting  the  challenges  facing  America  by  putting  to  good  and  efficient  use 
technology  and  information,  to  insure  the  continued  security,  prosperity,  and  vitality 
of  our  Nation.  NOAA  has  applied  cutting-edge  technologies  and  innovations  to  pro- 
vide the  U.S.  the  most  advanced  weather  and  climate  prediction  systems  in  the 
world.  NOAA  conducts  research  to  improve  operations,  develop  new  technologies, 
and  supply  the  scientific  basis  for  managing  natural  resources  and  solving  environ- 
mental problems.  NOAA's  comprehensive  system  for  acquiring  observations — from 
satellites  to  ships  to  radars — provides  the  quality  data  and  information  critical  to 
the  safe  conduct  of  daily  life  and  basic  functioning  of  a  modern  economy. 

The  fiscal  year  1997  NOAA  budget  represents  the  right  level  of  investment  to  pro- 
tect the  environment  and  assure  economic  growth.  Investment  in  our  Nation's  and 
the  world's  environmental  health  is  an  investment  in  economic  well-being.  NOAA 
plays  a  key  role  in  a  Department  whose  structure  encourages  the  integration  of  eco- 
nomic, statistical  and  environmental  information  and  technology  development  to  as- 
sure a  future  of  economic  opportunity  and  prosperity  for  all  Americans. 

NOAA's  mission  is  to  monitor,  describe  and  predict  changes  in  the  Earth's  envi- 
ronment, protect  lives  and  property,  and  conserve  and  manage  the  Nation's  coastal 
and  marine  resources  to  ensure  sustainable  economic  opportunities.  This  mission  in- 
volves basic  responsibilities  of  government  for  ensuring  general  public  safety,  na- 
tional security  and  environmental  well-being,  and  promoting  economic  growth.  The 
successful  execution  of  this  mission  depends  on  adequate  funding  for,  and  synergism 
among,  component  activities  of  NOAA. 

NOAA's  services  typically  require  highly  concentrated  investments  but  yield  wide- 
ly-dispersed benefits.  These  services  affect  the  lives  of  nearly  every  citizen  every 
day,  thus  NOAA's  work  represents  a  wise  and  appropriate  investment  by  the  tax- 
payer. 

NOAA  has  institutionalized  a  strategic  planning  process  that  defines  and  vali- 
dates its  business  activities,  guides  the  development  of  operating  plans,  and  forms 
the  basis  for  management  decisions.  The  Strategic  Plan  provides  the  framework  for 
articulating  and  organizing  the  agency's  goals  and  work  objectives.  NOAA's  goals  for 
the  future  will  enhance  opportunities  for  our  citizens,  the  health  of  the  U.S.  econ- 
omy, the  protection  of  our  environment,  and  the  sustainable  use  of  our  national  re- 
sources. 

NOAA's  mission  is  divided  into  two  components  within  which  seven  national  goals 
have  been  established. 

— Environmental  Assessment  and  Prediction,  within  which  we  have  established 
four  major  goals:  Advance  Short-term  Warning  and  Forecast  Services;  Imple- 
ment Seasonal  to  Interannual  Climate  Forecasts;  Predict  and  Assess  Decadal  to 
Centennial  Change  and  Promote  Safe  Navigation. 

— Environmental  Stewardship,  within  which  we  have  established  three  major 
goals:  Build  Sustainable  Fisheries;  Recover  Protected  Species;  and  Sustain 
Healthy  Coasts. 

The  execution  of  NOAA's  goal-based  strategy  depends  strongly  on  a  stable  infra- 
structure and  administration  of  human  resources,  as  well  as  on  the  underlying  capa- 
bilities of  the  agency  as  a  national  repository  for  research,  observational  systems, 
and  data  and  information  systems,  for  operational  forecasts  and  resource  manage- 
ment and  stewardship. 

NOAA  has  made  the  Government  Performance  and  Results  Act  (GPRA)  oper- 
ational following  strong  participation  as  a  pilot  agency.  During  the  pilot  period, 
NOAA  was  selected  by  the  Office  of  Management  and  Budget  as  one  of  ten 
exemplars,  and  was  commended  by  NAPA's  GPRA  review  panel.  NOAA  views  the 
GPRA  as  a  management  tool  to  facilitate  decision-making.  NOAA  has  integrated 
performance  measures  into  its  planning,  budgetary,  and  management  review  cycles, 
and  is  designing  a  program  evaluation  process  which  will  measure  agency-wide 
progress  toward  meeting  goals.  NOAA's  Strategic  Plan  provides  the  framework  for 
our  goal-based  budget  request  for  fiscal  year  1997. 
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HIGHLIGHTS  OF  THE  FISCAL  YEAR  1997  BUDGET 

The  total  fiscal  year  1997  NOAA  request  is  $2.1  billion  in  new  budget  authority. 
The  request  is  a  net  increase  of  $112.4  million  over  the  fiscal  year  1997  base,  and 
about  a  $171.4  million  over  the  level  of  funding  in  the  1996  Omnibus  Appropriations 
Bill.  This  increase  reflects  NOAA's  attention  to  its  Congressionally-mandated  re- 
sponsibilities for  resource  stewardship,  as  well  as  providing  the  necessary  level  of 
support  to  continue  critical  technology  modernization  efforts  which  will  improve  a 
wide  range  of  services  to  the  public. 

Included  in  NOAA's  fiscal  year  1997  request  is  a  decrease  of  $25.4  million  for  FTE 
and  administrative  reductions  pursuant  to  Executive  Orders  12837  and  the  Federal 
Workforce  Restructuring  Act  of  1994.  These  decreases  are  spread  throughout  NOAA. 
Including  its  efforts  to  streamline,  by  fiscal  year  1999  NOAA  will  reduce  its  FTE 
by  over  2,297  from  the  fiscal  year  1993  ceiling  of  14,309. 

ENVIRONMENTAL  ASSESSMENT  AND  PREDICTION 

Advancing  Short-Term  Warning  and  Forecast  Services. — Our  dynamic  environ- 
ment presents  extraordinary  challenges  for  protecting  life  and  property.  Each  year, 
hundreds  of  lives  and  billions  of  dollars  are  lost  due  to  environmental  events  that 
could  be  better  predicted  minutes  to  months  in  advance.  NOAA's  goal  is  to  improve 
significantly  its  short-term  forecast  and  warning  services  by  enhancing  abilities  to 
observe,  understand  and  model  the  environment,  and  by  disseminating  products  and 
services  to  users  more  effectively. 

The  provision  of  weather  warnings  and  forecasts  is  a  unique  public  good  and  a 
clear  government  responsibility.  With  a  growing  population,  the  U.S.  is  becoming 
more  vulnerable  to  environmental  hazards  and  catastrophic  loss.  Losses  from  severe 
weather  between  1991  and  1993  were  1,071  deaths  and  $73  billion  in  damages.  The 
capital  investment  required  for  weather  service  modernization — including  radars 
and  satellites,  advanced  computer  and  communications  systems,  and  field  restruc- 
turing— is  paying  off  with  lives  saved,  property  damages  avoided,  impacts  mitigated 
and  opportunities  maximized  for  weather  sensitive  sectors  of  the  economy. 

The  weather  service  modernization  is  yielding  dramatic  improvements  in  services 
and  the  level  of  safety  preparedness.  For  example,  the  National  Weather  Service 
(NWS)  provided  several  days  advance  warning  of  the  "Blizzard  of  1996,"  and  pro- 
jected the  storm's  size,  intensity  and  duration  with  great  precision.  Acting  on  these 
forecasts,  airlines  moved  their  planes  from  airports  before  the  storm,  thus  avoiding 
costly  down-time.  During  the  1995  hurricane  season — the  most  active  in  125  years — 
the  NWS  employed  advanced  tracking  and  forecasting  techniques  to  reduce  signifi- 
cantly the  human  and  economic  dislocation  created  through  the  over-warning  of 
coastal  areas.  In  the  case  of  hurricane  landfall,  reducing  the  area  over-warned  by 
50  miles  in  a  24-hour  forecast  can  save  $5  million  per  storm  in  evacuation  and  prep- 
aration costs. 

For  severe  weather  such  as  tornadoes,  thunderstorms  and  flash  floods,  case  stud- 
ies document  the  impact  of  new  technologies  on  safety.  Bieringer  and  Ray  (1995) 
found  that  the  average  lead  time  for  tornado  warnings  increased  from  eight  to  thir- 
teen minutes  following  availability  of  NEXRAD  (Doppler  radar)  data.  NWS  esti- 
mates that  between  the  years  1994  to  1995,  the  percent  of  tornadoes  receiving  a 
warning  before  touchdown  increased  from  53  to  60  percent.  Indeed,  the  NWS'  out- 
standing performance  during  the  West  Coast  severe  weather  events  of  last  Decem- 
ber gave  emergency  response  officials  and  the  public  precious  time  to  prepare  for 
these  unusual  and  damaging  storms. 

NOAA  requests  $1,260.8  million  to  address  this  strategic  goal,  a  net  increase  of 
$112.6  million  over  the  fiscal  year  1997  base.  The  objectives  are  to:  (1)  complete 
weather  service  modernization;  (2)  maintain  operational  satellite  coverage;  (3) 
strengthen  observing  and  prediction  systems;  and  (4)  improve  service  communica- 
tion and  utilization  of  its  products. 

These  objectives  will  be  accomplished  primarily  through  the  efforts  of  the  Na- 
tional Weather  Service  (NWS),  the  National  Environmental  Satellite,  Data  and  In- 
formation Service  (NESDIS),  and  the  Office  of  Oceanic  and  Atmospheric  Research 
(OAR),  to  advance  the  science  of  weather  forecasting,  and  improve  weather-related 
observing  technologies. 

The  fiscal  year  1997  request  for  NWS  Operations  and  Research  to  provide  public 
weather  and  flood  warnings  and  forecasts  and  applied  research  in  support  of  the 
weather  service  modernization  is  reduced  by  $18.2  million  from  the  base,  which  in- 
cludes administrative  and  streamlining  reductions  of  3  FTE  and  $5.1  million. 

This  figure  includes  a  net  reduction  of  213  FTE  and  $3.1  million  to  Local 
Warnings  and  Forecasts  base  operations  and  the  Modernization  and  Associated  Re- 
structuring Demonstration   and   Implementation   Program  (MARDI).   In  order  to 
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maintain  the  pace  of  the  Modernization,  within  the  funds  requested,  NOAA  plans 
to  fund  the  acquisition  of  the  new  NOAA  Weather  Radio  Console  Replacement  sys- 
tem and  the  acquisition,  staffing  and  operations  costs  associated  with  the  Sec- 
retary's Report  to  Congress  regarding  NEXRAD  coverage  and  potential  degradation 
of  weather  services. 

Also  included  is  a  decrease  of  $10  million  reflecting  savings  identified  under  the 
Vice  President's  Reinventing  Government  (REGO)  Initiative.  First,  concurrent  with 
submission  of  the  President's  Budget,  we  are  submitting  a  proposal  to  amend  Public 
Law  102-567,  the  law  governing  weather  service  modernization.  The  proposed 
amendments  will  streamline  certification  procedures  related  to  the  restructuring 
and  closure  of  weather  service  offices  while  retaining  the  requirement  for  the  Sec- 
retary's certification  to  Congress  of  no  degradation  of  service.  The  fiscal  year  1997 
budget  includes  $7.4  million  in  additional  savings  from  these  streamlining  activities. 
In  addition,  NOAA  is  proceeding  with  privatization  of  specialized  weather  services 
identified  in  the  fiscal  year  1996  President's  Budget  (e.g.  agriculture,  fruit  frost,  fire 
weather  services  for  non-federal  entities  for  non  wild  fire  activities),  and  is  continu- 
ing to  work  with  the  private  sector  to  look  for  other  opportunities.  Included  within 
the  $10  million  savings  is  $2.6  million  for  additional  privatization  efforts.  Specifi- 
cally, the  NWS  will  transfer  special  outdoor  event  forecasting  services  to  the  private 
sector. 

NOAA  continues  to  modernize  the  weather  service  by  acquiring  technologically 
advanced  systems.  This  is  consistent  with  the  goal  of  providing  more  timely  and  ac- 
curate warning  and  forecasts  services  to  the  public.  The  fiscal  year  1997  budget  re- 
quests a  total  of  $66.7  million  increase  for  NWS  Systems  Acquisition. 

The  NOAA  budget  reflects  a  total  decrease  of  $0.2  million  for  the  Next  Generation 
Weather  Radar  (NEXRAD)  acquisition  program.  The  decrease  reflects  near  comple- 
tion of  NEXRAD  system  acquisition.  The  NEXRAD  network  will  provide  nationwide 
Doppler  radar  coverage,  improve  detection  of  severe  weather  and  floods,  reduce  false 
alarms  rates,  increase  warning  lead  times,  and  replace  the  obsolete  radar  network. 
The  funds  requested  are  required  to  operate  and  maintain  the  planned  NWS  net- 
work of  120  NEXRAD's  and  continue  the  acquisition  of  three  new  NEXRAD's.  These 
new  radars  were  recommended  by  the  late  Commerce  Secretary  Ronald  H.  Brown 
in  response  to  the  National  Research  Council's  Study  on  NEXRAD  coverage.  A  total 
of  $9.4  million  is  requested  in  fiscal  year  1997  within  the  MARDI  and  NEXRAD  pro- 
grams to  comply  with  these  recommendations. 

The  NOAA  budget  also  requests  a  total  of  $10.1  million,  reflecting  a  decrease  of 
$6.9  million  for  the  Automated  Surface  Observing  System  (ASOS)  program.  The  de- 
crease reflects  near  completion  of  ASOS  system  acquisition.  Funding  is  required  to 
operate  and  maintain  the  current  network  of  ASOS  systems,  complete  the  inter- 
agency full-scale  production  phase,  and  necessary  planned  product  improvements. 
During  fiscal  year  1997,  NOAA  will  increase  its  operational  ASOS  network  to  307 
NWS  units. 

The  fiscal  year  1997  budget  request  includes  $119.8  million,  an  increase  of  $69.8 
million  for  the  Advanced  Weather  Interactive  Processing  System  (AWIPS)  program 
to  continue  critical  software  development  activities  and  begin  nationwide  deploy- 
ment of  the  AWIPS  system.  AWIPS  will  integrate  satellite  and  radar  data  and  pro- 
vide the  local  forecaster,  for  the  first  time,  a  capability  that  will  significantly  im- 
prove forecasts  and  warnings.  In  addition  to  supporting  the  remapping  of  GOES 
data,  AWIPS  will  provide  the  communications  capability  needed  to  allow  internal 
and  external  users  access  to  much  of  NOAA's  real-time  environmental  data.  Contin- 
ued support  of  this  program  is  critical  to  the  success  of  the  NWS  modernization. 

NOAA  requests  $16  million,  an  increase  of  $4  million  for  Central  Computer  Facil- 
ity, including  the  leasing  and  maintenance  of  the  Cray  C-90  supercomputer,  up- 
grades to  the  NWS  Gateway,  and  acquisition  of  additional  workstations  to  speed  up 
model  development  and  improve  data  quality.  These  phased  upgrades  will  continue 
to  improve  weather  prediction  modeling  and  increase  accuracy  of  centralized  fore- 
cast guidance  products,  especially  for  severe  storms. 

Also  in  support  of  the  NWS  modernization,  NOAA  requests  $208  million,  a  de- 
crease of  $29.7  million  to  reflect  planned  reductions  in  the  spacecraft  and  instru- 
ment contract  costs  of  the  GOES  I  through  M  satellite  series. 

NOAA  also  requests  $11  million,  a  reduction  of  $9.3  million,  for  the  WFO  Con- 
struction and  Maintenance  program  to  reflect  near  completion  of  the  office  construc- 
tion phase. 

In  support  of  the  Satellite  Continuity  objective  of  the  Advance  Short-Term  Warn- 
ing and  Forecast  Services  goal,  NOAA  is  requesting  an  increase  of  $94.1  million. 
These  funds  support  the  procurement,  launch,  and  operations  of  the  geostationary 
and  polar  orbiting  environmental  satellites. 
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NOAA  requests  an  additional  $82.5  million  to  begin  procurement  of  four  addi- 
tional GOES  I  through  M  satellites  to  assure  continuity  of  coverage  into  the  2000's. 

The  Polar-Orbiting  System  request  includes  $147.6  million,  a  decrease  of  $25.4 
million  to  cover  the  continuation  of  NOAA  K,  L,  and  M  production,  and  the  costs 
associated  with  the  planned  NOAA  N  and  N  prime  spacecraft.  This  funding  also  in- 
cludes the  acquisition  of  additional  instruments  for  the  European  satellite  that  will 
provide  morning  polar  orbiting  coverage  starting  in  fiscal  year  2001.  This  reduction 
reflects  planned  cost  changes  in  the  satellite  procurement  funding  program. 

A  total  of  $78.2  million,  an  increase  of  $38.7  million  is  requested  to  develop  the 
converged  polar  orbiting  system  which  will  succeed  the  current  NOAA  satellites  and 
the  Defense  Meteorological  Satellite  Program  (DMSP)  of  the  Department  of  Defense 
after  the  current  satellites  have  expended  their  useful  lives.  The  program  is  a  Tri- 
Agency  (NOAA,  DOD,  and  NASA)  effort  designed  to  eliminate  unnecessary  duplica- 
tion of  government  services  as  recommended  in  the  National  Performance  Review. 
Since  the  President's  budget  was  submitted  an  assessment  of  how  best  to  use  exist- 
ing and  programmed  satellites  has  resulted  in  a  deferred  need  date  for  the  first  con- 
verged satellite.  Accordingly,  a  revised  program  plan  will  be  available  by  July  1996. 
Over  the  life  of  the  program  savings  of  one  billion  dollars  are  expected. 

In  support  of  our  Enhance  Observations  and  Prediction  and  our  Improve  Applica- 
tion and  Dissemination  objectives,  NOAA  seeks  an  increase  of  $2.9  million  for  the 
Radiosonde  Network  to  continue  replacement  of  the  NOAA  radiosonde  upper-air 
network  that  provides  the  principal  data  source  for  all  U.S.  Weather  forecasts.  The 
old  system  dates  back  to  the  1950's,  is  obsolete  and,  in  part,  no  longer  maintainable. 
NOAA  also  requests  an  additional  $0.8  million  to  operate  the  new  high-altitude  (G- 
rV)  jet  for  hurricane  surveillance  flights  during  fiscal  year  1997  and  to  provide  for 
additional  pilot  training  and  replacement  of  special  avionics  and  instrumentation  for 
other  NOAA  aircraft.  NOAA  is  requesting  a  decrease  of  $0.8  million  within  OAR  for 
weather  research  and  observing  systems  and  $0.9  million  associated  with  adminis- 
trative and  FTE  reductions. 

Implementing  Seasonal  to  Interannual  Climate  Forecasts. — The  largest  inter- 
annual  climate  variability  that  has  a  degree  of  predictability  is  caused  by  the  El 
Nino-Southern  Oscillation  (ENSO)  phenomenon  in  the  Pacific  Ocean.  Temperature 
and  precipitation  patterns,  changes  in  ocean  circulation,  and  changes  in  storm  fre- 
quency caused  by  ENSO  have  global  effects  on  economies  and  planning. 

Based  on  the  application  of  ENSO-related  research,  NOAA,  in  1995,  began  issuing 
monthly  and  seasonal  probability  outlooks  for  temperature  and  rainfall  for  the  U.S. 
for  up  to  a  year  in  advance.  Climate  sensitive  sectors  of  the  economy  will  accrue 
benefits  from  these  new  climate  forecasts.  For  U.S.  agriculture  alone,  potential  ben- 
efits are  estimated  at  over  $2.7  billion.  In  addition,  the  insurance  industry  has  be- 
come increasingly  vocal  in  its  support  of  the  essential  science  underlying  climate 
prediction,  due  to  the  tremendous  economic  impact  of  weather-related  natural  disas- 
ters. Since  1990,  insurance  providers  have  paid  out  $48  billion  for  weather-related 
losses,  compared  with  losses  of  $14  billion  for  the  entire  decade  of  the  1980's. 

Emerging  capabilities  to  forecast  climate  are  the  result  of  federal  investments  in 
basic  research,  development  and  deployment  of  global  observing  and  data  systems, 
and  transition  of  research  findings  to  operational  needs.  The  future  capacity  to  de- 
liver uniform  climate  information  will  depend  strongly  on  federal  resources  for  con- 
tinuing process  and  modeling  research,  and  for  the  collection  of  data  needed  to 
initialize  and  validate  climate  models.  NOAA's  immediate  goal  is  to  introduce  an 
operational  program  for  the  systematic  production  and  application  of  regionally-tai- 
lored climate  forecasts.  Using  accurate  climate  information,  farmers  will  plant  and 
irrigate  more  intelligently,  managers  will  regulate  water  resources  in  anticipation 
of  drought  or  flood  conditions,  and  energy  companies  will  prepare  distribution  net- 
works to  most  efficiently  supply  points  of  expected  demand.  The  ability  to  deliver 
effective  climate  forecasts  will  be  as  important  to  21st  century  economies  and  soci- 
eties as  weather  forecasting  is  today. 

NOAA  requests  $116.6  million  to  address  this  strategic  goal,  a  net  increase  of  $6.8 
million  over  the  fiscal  year  1997  base.  The  objectives  are  to:  (1)  Deliver  useful  sea- 
sonal to  interannual  climate  forecasts  for  the  U.S.  and  assist  the  international  com- 
munity in  generating  and  using  these  forecasts;  (2)  Enhance  global  observing  and 
data  systems  required  to  provide  data  for  the  initialization  and  validation  of  model 
predictions  of  climate  variations;  (3)  Invest  in  process  and  modeling  research  leading 
to  improved  predictions  of  temperature  and  rainfall  distributions;  and  (4)  Assess  the 
impacts  of  climate  variability  on  human  activity  and  economic  potential,  and  im- 
prove public  education  so  that  climate  forecasts  are  understood  and  acted  upon. 

These  objectives  will  be  accomplished  largely  through  the  efforts  of  OAR,  includ- 
ing the  Environmental  Research  Laboratories  and  the  Office  of  Global  Programs, 
and  NESDIS  for  data  and  information  services. 


NOAA's  research  both  in  OAR  and  NWS  over  the  past  two  decades  in  observing, 
understanding  ocean-atmosphere  coupling,  and  modeling  has  established  the 
groundwork  for  the  improvement  we  are  already  beginning  to  see  in  our  seasonal 
to  interannual  forecasts.  We  have  already  achieved  a  level  of  skill  that  makes  these 
forecasts  useful  for  economic  decision-making  and  have  demonstrated  that  the  fore- 
casts can  be  applied  with  significant  social  and  economic  benefit  in  many  regions 
of  the  globe.  The  next  step  is  to  improve  the  skill  of  seasonal  forecasts,  gain  the 
ability  to  predict  extreme  events,  and  apply  these  results  through  delivery  to  users, 
both  domestically  and  to  U.S.  interests  abroad. 

The  research  will  continue  the  transition  of  climate  observing  systems  from  re- 
search to  operations,  continue  implementation  of  the  International  Research  Insti- 
tute (IRI)  and  operational  climate  forecasts,  and  improve  seasonal  to  interannual 
climate  modeling  and  prediction  over  North  America  through  process  research  pro- 
grams. The  IRI  is  a  multinational  effort  to  produce  the  best  possible  climate  fore- 
casts a  season  to  a  year  or  two  in  advance  and  to  provide  forecast  guidance  products 
which  are  societal  and  economically  useful.  Funds  are  also  requested  to  augment  re- 
search and  support  of  the  Global  Ocean  Atmosphere  Land  System  Program 
(GOALS)  and  the  Global  Energy  and  Water  Cycle  Experiment  (GEWEX)  Continen- 
tal-scale International  Project  (GCIP).  Together  these  two  program  will  increase  our 
ability  to  predict  summer  precipitation  (both  wet  and  dry)  over  the  continental  Unit- 
ed States  on  seasonal  to  interannual  time  scales. 

NOAA  also  requests  as  part  of  REGO  II,  a  decrease  of  $2  million  to  reflect  the 
termination  of  the  Regional  Climate  Center  Program  (RCC's).  Like  other  specialized 
weather  services  identified  under  the  REGO  initiative,  specific  regional  climate  in- 
formation can  best  be  provided  by  non-Federal  sources. 

The  total  request  for  NOAA's  Office  of  Global  Programs  is  $68.7  million  for  fiscal 
year  1997,  an  increase  of  $9.6  million  over  the  fiscal  year  1997  base  in  support  of 
this  strategic  plan  element.  Funding  for  Climate  and  Global  Change  is  split  between 
the  Implement  Seasonal  to  Interannual  Forecast  and  Predict  and  Assess  Decadal  to 
Centennial  Change  goals. 

NOAA  requests  $3.5  million  for  the  implementation  of  the  NOAA  Virtual  Data 
System  (NVDS)  that  will  modernize  existing  data  and  storage  systems  and  vastly 
improve,  streamline  and  simplify  customer  access  to  environmental  data.  For  cus- 
tomers and  data  users,  NVDS  will  permit  ease  of  access,  through  a  single  gateway, 
to  data  stored  at  the  three  data  centers  located  at  different  geographical  locations. 
In  addition  to  the  increase  above,  and  to  reflect  the  improvement  in  services,  NOAA 
proposes  under  existing  authority,  additional  fees  to  private  sector/for-profit  con- 
cerns of  $1.2  million. 

Predicting  and  Assessing  Decadal  to  Centennial  Change. — Our  planet  is  naturally 
a  place  of  change,  often  with  severe  human  impacts.  Human  activities  now  are  in- 
ducing additional  changes,  with  potential  impacts  of  comparable  magnitude.  Human 
induced  changes  observed  on  Decadal  time  scales  already  are  evident,  including  at- 
mospheric pollution  and  thinning  of  the  stratospheric  ozone  layer.  Greenhouse  gases 
being  added  to  the  atmosphere  will  reside  there  for  decades  to  centuries.  Green- 
house theory  predicts  that  some  gasses  emitted  by  human  activity  will  trap  energy 
in  the  atmosphere  and  will  raise  the  temperature  of  the  earth.  These  changes  create 
critical  prediction  and  assessment  needs  for  the  world  community.  NOAA's  goal  is 
to  provide  science-based  options  for  decisions  regarding  decadal  to  centennial 
changes  in  the  global  environment,  specifically  for:  global  climate  change,  ozone 
layer  depletion,  and  air  quality. 

Through  long-term  monitoring;  NOAA  has  produced  evidence  that  carbon  dioxide 
is  increasing  in  the  atmosphere.  During  1995,  the  U.N.  Intergovernmental  Panel  on 
Climate  Change  (IPCC),  the  international  body  charged  with  assessing  climate 
change  phenomena  and  formulating  management  response  strategies,  released  find- 
ings indicating  that  temperature  may  increase  1  to  3.5  degrees  Celsius,  and  sea 
level  may  rise  15  to  95  centimeters,  by  the  year  2100.  These  global  trends  will  affect 
both  natural  processes  and  human  systems,  including  agriculture,  energy,  and  the 
worldwide  transmission  of  diseases. 

In  collaboration  with  university,  government  and  international  partners,  NOAA 
provides  the  measurements,  process  research,  models  and  assessments  that  form 
the  scientific  basis  for  understanding  global  change  phenomena.  NOAA  played  a 
lead  role  in  developing  the  science  assessments  upon  which  the  IPCC  report  was 
based.  Decisions  on  actions  to  mitigate  anticipated  changes  on  the  order  of  decades 
to  centuries  will  never  receive  domestic  and  international  backing  unless  they  are 
supported  by  sound  science.  Alternatively,  a  failure  to  conduct  the  research  needed 
to  characterize  the  potential  for  global  change  will  leave  societies  and  economies  ill- 
prepared  to  deal  with  real  impacts,  should  they  occur.  NOAA  works  to  provide 
science-based  options  for  these  types  of  decisions — focusing  on  climate  change  and 
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greenhouse  warming,  ozone  layer  depletion,  and  air  quality  improvement.  For  exam- 
ple, NOAA  is  assisting  industry  in  the  selection  of  "ozone-layer  friendly"  substitutes 
for  chlorofluorocarbons  (CFC's).  Without  research  to  evaluate  the  impact  on  the  at- 
mosphere of  proposed  CFC  substitutes,  industry  could  spend  millions  to  bring  a  sub- 
stitute to  market,  only  to  find  later  that  it  depletes  stratospheric  ozone. 

Anticipatory  research  on  long-term  global  change  supports  sustainable  develop- 
ment by  enabling  society  to  make  sound  decisions  to  mitigate  and  adapt  to  climate 
change,  to  assess  the  utility  of  our  large  investment  to  reduce  greenhouse  gas  emis- 
sions, and  to  improve  regional  air  quality.  The  value  of  reducing  climate-related  un- 
certainty in  the  implementation  of  policies  on  stabilizing  anthropogenic  greenhouse 
gas  emissions  is  estimated  to  be  $100  billion  for  the  U.S.  alone  between  now  and 
the  year  2020. 

To  predict  and  assess  decadal  to  centennial  change,  NOAA  must:  (1)  characterize 
the  agents  and  processes  that  force  climate  change;  (2)  examine  the  role  of  the  glob- 
al ocean  in  influencing  change;  (3)  ensure  a  long-term  climate  record;  (4)  guide  the 
rehabilitation  of  the  ozone  layer;  (5)  provide  the  scientific  basis  for  improved  air 
quality;  and  (6)  develop  predictive  models,  scientific  assessments,  and  human  im- 
pacts information  on  long-term  change. 

To  accomplish  this,  NOAA  is  requesting  a  total  of  $92.2  million  for  the  Predict 
and  Assess  Decadal-to-Centennial  Change  goal.  This  includes  net  decreases  from  the 
fiscal  year  1997  base  of  $4.8  million. 

In  support  of  our  long-term  Climate  and  Global  Change  objective,  we  are  request- 
ing $31.8  million,  an  increase  of  $4.7  million  to  maintain  critical  components  of  on- 
going climate  programs.  This  increase  will  augment  research  in  support  of  near- 
term  policy  decisions  regarding  climate  change  issues.  The  issues  include  laboratory 
studies  to  measure  ozone-depleting  reactions  and  field  investigations  to  characterize 
ozone  losses  and  monitor  the  effect  of  substitutes.  This  includes  the  development  of 
NOAA's  international  leadership  role  in  designing  and  implementing  global  environ- 
mental monitoring  networks,  and  key  activities  directed  toward  improving  climate 
modeling. 

In  support  of  the  Health  of  the  Atmosphere  initiative,  NOAA  is  requesting  $4.9 
million,  an  increase  of  $3  million  in  Long-Term  Climate  and  Air  Quality  Research. 
This  program  focuses  on  providing  a  sounder,  more  economical  basis  to  ensure  that 
emissions  control  strategies  are  both  cost  effective  and  successful  in  achieving  the 
desired  improvements  in  air  quality.  The  information  from  this  program  is  critical 
for  evaluating  the  effectiveness  of  current  emissions  control  strategies  and  ensuring 
that  the  best  decisions  are  made  regarding  the  future  controls.  This  is  important 
because  ozone  damages  agricultural  crops  and  harvestable  forests,  and  urban  cen- 
ters in  heavily  forested  areas  are  finding  it  difficult  to  meet  ozone  standards  using 
current  control  strategies. 

The  fiscal  year  1997  request  for  LANDSAT  is  reduced  by  $10  million  due  to  the 
assumption  by  NASA  of  the  development  and  funding  for  the  LANDSAT-7  ground 
system.  It  is  still  the  position  of  the  Administration  that  NOAA  will  operate  the  sat- 
ellite after  it  is  launched. 

Promote  Safe  Navigation. — NOAA's  vision  for  this  goal  is  to  enable  merchant 
ships,  fishing  vessels,  and  recreational  boating  to  safely  ply  our  coastal  waters,  elec- 
tronically guided  by  space-based  navigation  and  advanced  information  technologies 
by  the  year  2005.  Towards  this  end,  NOAA  is  working  with  the  private  sector  to 
revolutionize  U.S.  marine  and  air  navigation,  mapping  and  surveying.  This  effort 
will  greatly  assist  commercial  shipping  in  moving  increased  cargoes  safely  and  effi- 
ciently. 

The  North  Cape  grounding  and  resultant  oil  spill  of  January  19,  1996,  and  Exxon 
Valdez  before  it,  illustrate  the  catastrophic  nature  of  some  maritime  accidents.  Sea- 
going commerce  has  tripled  in  the  last  50  years,  and  98  percent  of  our  international 
trade  now  moves  through  U.S.  ports.  Fifty  percent  of  the  total  tonnage  is  oil  or  other 
hazardous  material.  A  1990  publication  of  the  Natural  Resources  Defense  Council 
states  that  from  1980  to  1988,  tankers  were  involved  in  839  moving  accidents,  55 
fires  and  explosions,  and  95  deaths.  Despite  the  risk  that  accompanies  increasing 
traffic,  and  the  competitive  advantage  of  modern  observations  and  systems,  much 
of  the  nation's  charting  and  geodetic  infrastructure  is  not  up  to  world  standards.  For 
instance,  over  60  percent  of  nautical  charting  data  were  obtained  before  1940  using 
antiquated  technology,  and  two-thirds  of  the  data  used  for  tidal  current  predictions 
are  more  than  40  years  old.  In  addition,  the  existing  geodetic  reference  frame  that 
provides  the  foundation  for  mapping  and  surveying  activities  is  obsolete. 

Accurate  charts  and  modern  navigation  systems  are  required  for  safe  and  efficient 
maritime  and  air  transport.  NOAA  collects,  processes  and  distributes  such  informa- 
tion in  support  of  national,  commercial  and  individual  needs.  NOAA  is  working  to 
revolutionize  U.S  marine  and  air  navigation,  mapping  and  surveying,  and  to  provide 
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a  precise  satellite  derived  reference  system  as  the  basis  for  the  nation's  21st-century 
nautical  data  and  geographical  positioning  needs.  During  1995,  NOS  acquired  and 
processed  50  hydrographic  surveys,  completed  200  new  nautical  chart  editions, 
digitized  75  surveys  in  support  of  new  electronic  navigation  systems,  installed  a 
real-time  oceanographic  monitoring  system  in  San  Francisco  Bay,  and  implemented 
25  of  the  planned  100  stations  that  will  form  the  basic  positional  framework  for  the 
nation's  future  spatial  data  infrastructure. 

NOAA  requests  $89.9  million  to  address  this  strategic  goal,  a  net  decrease  of  $0.9 
million  from  the  fiscal  year  1997  base.  The  objectives  of  this  goal  are  to:  (1)  deliver 
a  digital  nautical  charting  database  to  underpin  new  electronic  navigational  sys- 
tems; (2)  update  nautical  surveys  using  full-bottom  coverage  technologies;  (3)  install 
systems  to  provide  mariners  with  real-time  observations  and  forecasts  of  water  lev- 
els, tides  and  currents,  and  weather  conditions  in  major  ports;  (4)  transform  the  ob- 
solete geodetic  reference  frame  into  a  Global  Positioning  System  based  system;  and 
(5)  provide  modern  aeronautical  navigation  information. 

These  objectives  will  be  accomplished  through  NOS'  mapping,  charting  and  geod- 
esy, and  observation  and  prediction  subactivities.  NOS  requests  $68.6  million  to:  up- 
date nautical  surveys  and  databases,  including  the  production  of  raster  nautical 
charts;  increase  the  availability  of  advanced  oceanographic  observations  systems  im- 
portant to  pilots  and  port  authorities;  provide  a  national  spatial  reference  system 
that  utilizes  the  Global  Positioning  System  (GPS)  for  navigation  and  positioning; 
and  continue  the  timely  and  accurate  processing  and  delivery  of  aeronautical  infor- 
mation for  air  traffic  control  and  aeronautical  safety. 

New  electronic  and  space-based  technologies  promise  to  reduce  maritime  transpor- 
tation risks  and  heighten  the  competitiveness  of  the  U.S.  shipping  industry.  A  mod- 
ernized GPS-based  geodetic  reference  network  using  Federal  standards  will  maxi- 
mize the  economic  benefit  of  positioning  investments  and  provide  a  foundation  for 
the  success  of  U.S.  firms  abroad. 

The  request  includes  a  transfer  of  $1.5  million  from  in-house  survey  operations 
to  contracts  for  survey  data.  This  transfer  is  the  result  of  the  savings  realized  by 
the  deactivation  of  the  NOAA  ships  MT  MITCHELL  and  HECK.  As  recommended 
by  the  National  Performance  Review,  this  transfer  will  encourage  private  sector  in- 
vestments in  hydrographic  survey  capability. 

ENVIRONMENTAL  STEWARDSHIP 

Building  Sustainable  Fisheries. — NOAA's  vision  for  the  next  decade  is  to  increase 
greatly  the  Nation's  wealth  and  quality  of  life  through  sustainable  fisheries  that 
support  fishing  industry  jobs,  safe  and  wholesome  seafood  and  recreational  opportu- 
nities. 

In  1994,  the  late  Commerce  Secretary  Ronald  H.  Brown  authorized  unprecedented 
measures  to  avoid  the  total  collapse  of  the  New  England  groundfish  fishery.  Actions 
taken  to  stabilize  the  fishery  have  been  accompanied  by  federal  and  state  economic 
assistance  efforts  in  affected  communities.  Further  regulatory  and  assistance  meas- 
ures are  expected  during  this  year  in  an  effort  to  restore  vitality  to  this  historic  fish- 
ery. 

There  is  a  strong  consensus  among  lawmakers,  fishery  managers,  the  fishing  in- 
dustry and  the  public,  that  depleted  fishery  resources  must  be  restored  and  healthy 
fisheries  must  be  maintained  and  managed  for  greater  efficiency.  Of  the  U.S.  fishery 
resources  for  which  population  status  is  known,  33  percent  are  over  utilized  and  49 
percent  are  fully  utilized.  Even  fisheries  that  are  producing  a  large  catch  are  doing 
so  with  unnecessary  cost  and  waste.  Rebuilding  and  maintaining  fisheries  will  pro- 
mote the  economic  and  biological  sustainability  of  fishery  resources,  and  assist  the 
fishing  industry  in  becoming  more  competitive  internationally.  Well-managed  fish- 
eries produce  significant  and  continuous  benefits,  such  as  the  $1  billion  Alaskan 
groundfish  fishery.  NOAA  estimates  that  building  sustainable  fisheries  will  have  a 
potential  $25  billion  total  impact  on  the  national  economy. 

NOAA's  National  Marine  Fisheries  Service  (NMFS)  is  providing  the  federal  lead- 
ership and  support  to  make  this  happen.  Accurate  and  timely  stock  assessments  are 
being  used  to  guide  management  decisions,  and  guarantee  conservation  and  wise 
use  of  fisheries  resources.  NMFS,  Office  of  Oceanic  and  Atmospheric  Research 
(OAR),  and  NOAA's  Coastal  Ocean  Program  (COP),  are  conducting  research  to  ad- 
vance fishery  predictions,  reduce  costs  of  conventional  stock  assessments,  and  im- 
prove fishery  habitat.  Enforcement  is  carried  out  to  ensure  compliance  with  regula- 
tions, and  NOAA  is  working  with  state  and  international  partners  to  develop  poli- 
cies for  managing  fisheries  that  occupy  multiple  geopolitical  boundaries.  In  addition, 
NOAA  is  assisting  with  the  design  and  implementation  of  measures  to  reduce  over- 
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capitalization,  including  the  application  of  access  control  and  harvest  capacity  reduc- 
tion programs. 

NOAA  requests  a  total  of  $319.9  million  to  address  the  strategic  goal  to  Build 
Sustainable  Fisheries,  a  net  decrease  of  $9. 1  million  from  the  fiscal  year  1997  base. 
To  Build  Sustainable  Fisheries,  NOAA  must:  (1)  assess  the  status  of  fishery  re- 
sources; (2)  advance  fishery  predictions;  (3)  manage  for  economic  growth  by  develop- 
ing plans  for  reducing  excessive  fishing  and  capital  investment;  (4)  ensure  adequate 
compliance;  and  (5)  provide  research  and  services  for  fishery-dependent  industries 
to  maximize  the  potential  from  the  Nation's  marine  resources  and  develop  strategies 
to  assist  fishing  communities  during  stock  rebuilding  periods. 

NMFS  request  includes  $240.8  million  to:  collect,  evaluate  and  disseminate  fish- 
eries data;  conduct  conservation  and  management  operations,  including  funding  of 
Regional  Fishery  Management  Councils  for  developing  and  amending  fishery  man- 
agement plans;  improve  at-sea  and  shoreside  compliance;  and  provide  grants  and 
other  assistance  for  fisheries  development  programs. 

This  request  includes  an  increase  of  $3.7  million  within  the  Resource  Information 
line  item  for  improved  stock  assessments;  $0.4  million  within  Fishery  Industry  In- 
formation to  augment  commercial  and  recreational  fisheries  data;  and  $0.4  million 
for  the  Information  Analysis  and  Dissemination  line  item  to  continue  the  develop- 
ment of  improved  stock  assessment  programs.  An  increase  of  $5.5  million  is  re- 
quested for  Fisheries  Management  Programs  for  the  development,  implementation, 
and  subsequent  analyses  of  fishery  management  plans  that  are  expected  to  control 
access  to  fisheries;  and  an  increase  of  $2  million  is  requested  for  enforcement  and 
surveillance.  Compliance  with  fishery  management  plans  regulation  is  critical  to  ef- 
fective management  of  the  resources.  The  increase  will  be  used  to  implement  the 
Voluntary  Compliance  Program  (VCP).  This  program  focuses  on  areas  such  as  prob- 
lem analysis,  problem  solving,  and  increased  public  outreach  and  communication  to 
increase  compliance  with  fishery  laws.  The  increase  will  also  fund  enforcement  ef- 
forts to  support  amendments  in  the  Northeast  to  the  groundfish  fishery  manage- 
ment plan  and  further  implementation  of  advanced  satellite  technologies  as  a  means 
of  monitoring  U.S.  commercial  fishing  activity.  In  addition  the  fiscal  year  1997 
budget  request  continues  to  provide  for  product  quality  and  safety  research,  and 
cost-sharing  grants  and  other  assistance  for  fisheries  development  programs. 

OAR  requests  a  total  of  $21.2  million  to  improve  technologies  for  tracking  and  es- 
timating aquatic  biomass,  advancing  aquaculture  and  other  research  activities. 
Within  our  base  Sea  Grant  College  Program,  NOAA  will  focus  on  improved  under- 
standing of  fisheries  ecology  and  development  of  the  aquaculture  industry.  Research 
and  advisory  specialists  will  develop  improved  ecological  models  incorporating  the 
effects  of  populations,  natural  and  human  causes  of  environmental  change,  and  spe- 
cies interactions.  Aquaculture  research  and  advisory  efforts  will  target  systems  and 
practices  required  to  provide  high  water  quality,  reduce  nearshore  user  conflicts, 
and  assure  the  development  of  innovative  technologies  to  enhance  productivity. 

In  addition,  COP  requests  a  total  of  $6.3  million  to  strengthen  abilities  to  assess 
and  predict  natural  and  human-induced  changes,  and  their  impact  on  fisheries 
health.  This  includes  a  $1.3  million  increase  to  support  NOAA's  continued  participa- 
tion in  a  Global  Ocean  Ecosystem  Dynamics  (GLOBEC)  joint  venture  between  the 
National  Science  Foundation  (NSF)  and  NOAA,  which  will  study  salmon  fisheries 
and  California  current  ecosystem  responses  to  climate  variability.  This  research  is 
key  to  the  restoration  and  improved  management  of  important  fisheries  in  the  re- 
gion. 

Recover  Protected  Species. — NOAA's  vision  is  to  conserve  marine  species  and  to  re- 
cover those  in  danger  of  extinction.  By  2005,  NOAA  will  be  on  the  road  to  recovering 
every  marine  species  at  risk  and  maintaining  healthy  marine  ecosystems  upon 
which  they  depend. 

During  1995,  NMFS  implemented  emergency  sea  turtle  conservation  measures  in 
the  Southeastern  U.S.  shrimp  fishery,  which  included  reasonable  and  prudent  alter- 
natives to  closing  the  fishery.  This  type  of  action  illustrates  NOAA's  commitment 
to  protect  and  recover  endangered  species  in  a  manner  compatible  with  the  sustain- 
able use  of  marine  resources.  NMFS  is  working  to  assess  the  status  of  threatened 
and  endangered  marine  species,  and  is  developing  and  implementing  conservation 
and  recovery  plans  to  restore  these  species  to  healthy  population  levels. 

There  are  compelling  economic,  biological  and  cultural  reasons  for  ensuring  the 
preservation  of  marine  biodiversity.  Finding  ways  to  reduce  interactions  between 
protected  species  and  human  activities  can  mean  the  difference  between  proceeding 
with,  or  halting,  economic  growth.  By  conserving  living  marine  resources,  NOAA  en- 
hances economic  and  cultural  opportunities  for  future  generations. 

NOAA  requests  a  total  of  $65.7  million  to  address  the  strategic  goal  to  Recover 
Protected  Species,  a  net  increase  of  $4.1  million  over  the  fiscal  year  1997  base.  To 
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recover  protected  species,  NOAA  must:  (1)  assess  the  status  of,  and  impacts  to,  pro- 
tected species;  (2)  reduce  the  adverse  impact  of  human  activity  on  protected  species; 
(3)  develop  and  implement  conservation  and  recovery  plans  for  depleted  marine 
mammals  and  endangered  and  threatened  species;  and  (4)  prevent  future  listings 
by  engaging  in  multi-species  ecosystem  management. 

These  objectives  will  be  accomplished  primarily  through  the  efforts  of  NMFS.  The 
request  includes  $54.7  million  for  status  reviews  and  stock  assessments,  and  for  de- 
veloping recovery,  conservation  and  take-reduction  plans  for  the  management  of  pro- 
tected and  depleted  species.  Within  this  request  are  increases  of  $2.9  million  to  im- 
prove data  on  the  population  of  marine  mammals  and  endangered  species  as  well 
as  to  improve  understanding  of  interactions  between  commercial  fishing  operations 
and  marine  mammals;  and  $3.2  million  for  Protected  Species  Management  to  de- 
velop and  implement  recovery  and  conservation  plans  for  species  currently  listed  as 
depleted,  threatened,  or  endangered  under  the  Endangered  Species  Act  (ESA)  and 
to  implement  amendments  to  the  Marine  Mammal  Protection  Act  (MMPA)  including 
turtles,  salmon,  seals,  sea  lions,  and  whales. 

At  this  point,  I  would  like  to  comment  on  the  invaluable  support  provided  to  us 
by  the  Marine  Mammal  Commission.  The  Commission  serves  as  an  honest  broker 
both  in  the  work  it  does  and  in  bringing  disparate  parties  to  the  table  to  arrive  at 
solutions  to  difficult  problems.  We  rely  on  them  for  unbiased,  unemotional  reviews 
of  contentious  issues.  The  reports  they  prepare  serve  to  ease  tensions,  diminish  the 
likelihood  of  lawsuits,  and  provide  a  solid  basis  for  substantive  discussion  among 
concerned  parties.  Among  other  things,  the  Commission  carries  out  comprehensive 
reviews  of  programs  like  that  for  the  Hawaiian  monk  seal;  organizes  and  conducts 
workshops  to  review  and  improve  basic  approaches  to  marine  mammal  manage- 
ment; prepares  timesaving  research  tools  such  as  The  Marine  Mammal  Commission 
Compendium  of  Selected  Treaties,  International  Agreements  and  Other  Relevant 
Documents  on  Marine  Resources,  Wildlife  and  the  Environment;  and  undertakes 
major  cooperative  activities  such  as  the  recent  workshop  on  acoustic  deterrents  to 
prevent  or  mitigate  marine  mammal/fishery  interactions. 

Sustain  Healthy  Coasts. — By  2005,  the  Nation's  coasts  will  have  productive  and 
diverse  habitats  for  fish  and  wildlife,  cleaner  coastal  waters  for  recreation  and  the 
production  of  seafood,  and  coastal  communities  with  thriving,  sustainable  economies 
based  on  well-planned  development  and  healthy  coastal  ecosystems.  Allow  me  to 
give  you  a  couple  of  examples  from  recent  events: 

On  January  19,  1996,  the  barge  North  Cape  grounded  off  Rhode  Island,  dumping 
over  800,000  gallons  of  oil  into  coastal  waters.  Thousands  of  dead  lobsters  washed 
up  on  shore,  and  an  extensive  area  was  closed  to  fishing.  As  a  trustee  for  the  Na- 
tion's coastal  resources,  NOAA  supported  federal  and  state  response  efforts  by  pro- 
viding information  on  weather  and  tides,  oil  trajectories,  natural  resources  at  risk, 
and  priority  areas  for  protection.  NOAA  will  also  be  involved  in  restoration  of  the 
natural  resources  injured  by  the  spilled  oil  and  the  coastal  communities  that  depend 
on  them  for  fishing,  recreation,  tourism,  etc.  During  all  of  1995,  NOAA  supported 
rapid  response  operations  at  almost  70  spills. 

These  response,  assessment  and  restoration  actions  are  critical  to  maintaining 
healthy  coastal  communities.  NOAA's  wider  stewardship  role  also  focuses  on  preven- 
tion and  sustainable  use.  This  is  an  enormous  challenge  considering  that  over  54 
percent  of  the  U.S.  population  lives  on  the  10  percent  of  land  defined  as  coastal. 
Coastal  issues  require  integrated  solutions  because  many  problems  transcend  state 
and  natural  boundaries.  Thus,  successful  management  of  these  biologically,  geo- 
graphically and  economically  complex  areas  depends  strongly  on  federal  guidance 
and  collaboration. 

NOAA  programs  in  monitoring,  process  research,  modeling,  assessment  and  infor- 
mation delivery  provide  the  scientific  basis  for  measures  designed  to  prevent  harm 
to  coastal  ecosystems  while  allowing  sustainable  development.  NOAA's  Coastal  Zone 
Management  Program  provides  financial  and  technical  support  in  federal-state  part- 
nerships to  manage  coastal  resources,  minimize  development  risks,  and  coordinate 
coastal  policies  across  states.  For  example,  prior  to  Hurricane  Opal's  destructive 
landfall  in  Florida,  NOAA  had  been  supporting  state  efforts  to  prepare  implementa- 
tion plans  for  a  post-storm  redevelopment  policy  for  beachfront  areas.  Application 
of  this  policy  in  the  aftermath  of  Opal  has  ensured  that  re-development  of  the  Flor- 
ida shoreline  will  minimize  risks  and  costs  from  future  storms. 

NOAA  requests  a  total  of  $186.9  million  to  address  the  strategic  goal  to  Sustain 
Healthy  Coasts,  a  net  increase  of  $3.8  million  over  the  fiscal  year  1997  base.  To  sus- 
tain healthy  coastal  communities,  and  the  healthy  coastal  ecosystems  on  which  they 
depend,  NOAA  must:  (1)  integrate  coastal  management  through  an  ecosystem 
framework  that  includes  Federal,  state,  local  and  private  interests;  (2)  assess 
present  and  future  environmental  and  economic  conditions;  (3)  monitor  indicators 
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of  coastal  health;  (4)  understand  and  predict  coastal  ecosystem  functions;  and  (5) 
improve  public  understanding  of  the  value  of  coastal  ecosystems,  facilitate  tech- 
nology transfer  and  provide  training  to  support  sustainable  solutions  and  prevent 
future  losses  in  the  Nation's  valuable  coastal  zones. 

To  meet  these  objectives,  the  National  Ocean  Service  (NOS)  request  includes 
$108.8  million  for:  pollution  response,  damage  assessment  and  restoration  needs;  es- 
tuarine  and  coastal  monitoring  and  assessment  activities;  support  for  estuarine  re- 
serves and  marine  sanctuaries;  and  conduct  of  NOAA's  Coastal  Zone  Management 
program. 

This  request  includes  an  increase  of  $2  million  for  NOAA's  Damage  Assessment 
and  Restoration  Program  (DARP).  As  a  natural  resource  trustee,  this  increase  will 
enable  NOAA  to  fulfill  its  legislative  mandates  for  restoring  coastal  and  marine  re- 
sources injured  by  releases  of  oil  and  hazardous  substances.  More  specifically,  the 
additional  funds  are  needed  to  provide  adequate  bases  funding  for  the  DARP  pro- 
gram to  support  case-specific  studies  restoration  planning,  and  if  necessary,  litiga- 
tion. 

The  economic  and  natural  resource  impacts  caused  by  the  recent  oil  spill  off  the 
coast  of  Rhode  Island  highlight  the  importance  of  maintaining  a  strong  damage  as- 
sessment and  restoration  effort.  NOAA  is  authorized  to  act  on  behalf  of  the  public 
to  protect  and  restore  the  resources  of  the  Nation's  coastal  and  marine  environment. 
We  have  requested  an  appropriation  level  of  $3.2  million  in  order  to  carry  out  our 
responsibilities  as  the  lead  Federal  trustee  for  coastal  and  ocean  resources. 

The  request  includes  an  increase  of  $0.4  million  for  observation  and  prediction  to 
improve  the  quality,  quantity,  geographic  coverage,  and  timeliness  of  oceanic  and 
related  atmospheric  observations.  A  decrease  of  $0.4  million  is  proposed  for  the 
Chesapeake  Bay  Observing  System. 

The  NOAA  budget  requests  a  total  of  $6  million  for  NOAA's  portion  of  the  biparti- 
san interagency  ecosystem  restoration  initiative  in  the  Everglades  and  South  Flor- 
ida including  Florida  Bay  and  the  Florida  Keys.  We  have  witnessed  serious  environ- 
mental indicators  in  the  South  Florida  Bay,  such  as  seagrass  die-off,  a  dead  zone 
in  South  Florida  Bay.  This  budget  requests  $2  million  each  in  NOS,  NMFS,  and 
COP.  The  funds  will  be  used  for  research,  assessment,  monitoring  and  management. 

The  fiscal  year  1997  budget  requests  a  total  of  $2.6  million  to  fund  the  Section 
6217  Nonpoint  Pollution  Control  Program.  This  funding  will  enable  approved  coastal 
non-point  programs  to  be  incorporated  by  NOAA  into  each  state's  Federally  ap- 
proved Coastal  Zone  Management  Program.  Funding  requested  in  fiscal  year  1997 
will  allow  those  states  whose  proposals  received  conditional  approval  to  complete 
program  development  in  those  areas  requiring  further  refinement.  This  investment 
is  necessary  to  ensure  that  Federal  matching  resources  are  available  to  support  the 
coastal  states'  nonpoint  staff  who  will  implement  the  coastal  nonpoint  pollution 
management  measures  and  state  program  components  developed  over  the  past  five 
years. 

The  request  includes  an  increase  of  $3.1  million  for  the  National  Estuarine  Re- 
search Reserve  System  (NERRS).  This  is  actually  not  an  increase  as  NOAA  requests 
that  funding  for  NERRS  be  eliminated  from  the  Coastal  Zone  Management  Fund 
(CZMF)  and  funded  solely  in  the  Operation,  Research  and  Facilities  (ORF)  appro- 
priations account.  While  this  action  increases  the  ORF  appropriation  by  $3.1  mil- 
lion, the  program  level  for  the  NERRS  would  remain  unchanged  from  the  total  fiscal 
year  1996  program  level  of  $4.1  million.  Fund  balances  in  the  CZMF  are  not  af- 
fected, remaining  at  $7.8  million. 

Coastal  Ocean  Program  requests  a  total  of  $7.7  million  to  support  regional  scale 
modeling  and  prediction  of  cumulative  impacts  of  multiple  stressors  on  habitats  and 
living  marine  resources.  COP  brings  together  top  scientific  expertise  with  resource 
managers  through  NOAA-academic  partnerships  to  improve  the  scientific  basis  of 
environmental  decision  making. 

OAR  requests  a  total  of  $33.6  million  for  research,  outreach  and  technology  devel- 
opment through  Sea  Grant  and  the  Environmental  Research  Laboratories  (ERL)  on 
coastal  issues  such  as:  control  and  prevention  of  nonindigenous  species;  monitoring, 
assessment  and  restoration  of  degraded  habitat  and  water  quality;  reduction  of  non- 
point  source  pollution;  fate  of  toxic  chemicals;  impacts  of  harmful  algal  blooms;  and 
community  preparedness  for  coastal  hazards  including  hurricanes  and  oil  spills. 

These  programs  represent  NOAA's  efforts  to  better  understand  and  predict 
changes  in  the  ocean  and  Great  Lakes  environments,  ensure  optimal  use  of  those 
environments  and  their  resources,  and  promote  economic  growth  in  marine  indus- 
tries. Research  efforts  in  these  areas  support  the  establishment  of  a  sound  scientific 
basis  for  management  through  the  development  and  use  of  coastal,  estuarine,  and 
Great  Lake  resources.  Research  in  this  area  is  also  designed  to  understand  and  pre- 
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diet  physical,  biological,  and  chemical  processes  and  their  interaction  with  contami- 
nants in  the  nearshore  zone. 

The  Marine  Prediction  Research  Program  will  be  reduced  by  $0.5  million  and  a 
decrease  of  $3.9  million  is  proposed  for  the  Sea  Grant  Program.  No  funding  is  pro- 
posed for  the  Zebra  Mussel  Programs,  the  National  Coastal  Resources  and  Develop- 
ment Institute,  the  Sea  Grant  Oyster  Disease  Research  Program,  the  Lake  Cham- 
plain  Study,  and  the  Southeast  Florida  and  Caribbean  Recruitment  Fisheries  Pro- 
gram. These  programs  have  either  reached  research  maturity,  or  represent  lower 
priority  research  to  NOAA.  Basic  support  to  the  National  Sea  Grant  College  Pro- 
gram however  will  be  maintained.  In  addition  a  decrease  of  $12  million  is  proposed 
for  the  National  Undersea  Research  Program. 

NMFS  efforts  to  Sustain  Healthy  Coasts  includes  a  total  of  $23.7  million  request 
for:  identifying  essential  fish  habitat  for  fishery  management  plans;  providing  tech- 
nical support  for  improving  wetlands;  and  conducting  permit  reviews  for  projects  af- 
fecting living  marine  resources,  including  licensing  of  dams.  Within  this  request  is 
a  $1.5  million  increase  for  the  NOAA  Restoration  Center,  and  a  $2.3  million  in- 
crease for  the  NMFS  Habitat  Protection  Program. 

A  decrease  of  $2.4  million  for  Ocean  Remote  Sensing  is  requested  to  continue  re- 
ceiving and  processing  data  from  satellites  operated  by  other  countries.  This  data 
is  made  available  to  scientists,  the  maritime  industry,  and  coastal  zone  managers. 

NOAA  INFRASTRUCTURE 

For  NOAA  to  be  able  to  achieve  its  mission,  there  are  a  number  of  underlying 
infrastructure  elements  on  which  all  of  our  programs  are  built.  For  fiscal  year  1997, 
NOAA  is  requesting  a  total  of  $9.6  million  for  programs  in  the  High  Performance 
Computing  and  Communications,  an  increase  of  $2.9  million.  This  increase  will  sup- 
port major  improvements  in  the  Nation's  ability  to  forecast  the  weather  and  predict 
climate  change.  The  Nation  will  benefit  from  substantially  improved  dissemination 
of  NOAA's  vast  amount  of  real-time  and  historical  environmental  data  and  informa- 
tion for  use  by  the  private  sector,  academia,  state  and  local  governments,  and  the 
public.  For  the  NOAA  Strategic  Planning  purposes,  the  display  of  the  funding  for 
this  program  is  distributed  among  the  seven  goals. 

COMMITTEE  ON  ENVIRONMENT  AND  NATURAL  RESOURCES 

Through  the  National  Science  and  Technology  Council's  (NSTC)  Committee  on 
Environment  and  Natural  Resources  (CENR),  NOAA  works  with  other  federal  agen- 
cies and  non-governmental  experts  to  design  and  prioritize  the  government's  envi- 
ronment and  natural  resources  research  and  development  agenda.  This  interagency 
planning  and  coordination  ensures  the  effective  application  of  available  resources. 

The  NSTC  has  identified  Improving  Environmental  Quality  as  one  of  its  six  goals. 
Improving  environmental  quality  requires  the  support  of  a  broad  and  comprehensive 
research  agenda,  including  programs  in  observing,  documenting  and  understanding 
human  activities,  and  providing  solutions  through  the  development,  commercializa- 
tion and  application  of  technologies  for  pollution  avoidance,  remediation  and  mon- 
itoring. The  environmental  quality  priority  areas  for  fiscal  year  1997  include  re- 
search on:  sustainable  use  of  natural  resources  and  biodiversity,  adaptive  manage- 
ment and  restoration  of  ecosystems,  and  evaluation  of  the  ecological  consequences 
of  environmental  change;  economic  and  social  issues  needed  to  address  human  im- 
pacts on  the  environment;  and  development  of  risk  assessment  methodologies,  inte- 
grated assessments,  and  other  analytical  tools  for  policy  formulation.  NOAA's  fiscal 
year  1997  budget  request  addresses  the  Administration's  environment  and  natural 
resources  priorities  as  identified  by  the  CENR. 

NATIONAL  PERFORMANCE  REVIEW  AND  STREAMLINING 

In  an  effort  to  create  a  government  that  works  better  and  costs  less,  NOAA  is  re- 
inventing itself  by  achieving  the  goals  outlined  in  the  National  Performance  Review 
(NPR).  Weather  Service  modernization,  begun  well  before  the  NPR,  is  re-invention 
in  the  making.  Owing  to  the  range  and  effectiveness  of  new  technologies,  the  NWS 
is  realigning  its  field  structure  to  reduce  the  number  of  offices  from  over  300  to  119. 
A  National  Institute  of  Standards  and  Technology  study  shows  that  every  dollar 
spent  on  weather  service  modernization  buys  eight  dollars  in  benefits  for  the  tax- 
payers. The  scientific  and  technological  basis  for  this  modernization  has  been  pro- 
vided by  NOAA's  own  research  and  development  capabilities,  which  now  are  being 
applied  to  maximize  the  benefits  from  the  new  systems.  As  a  result,  the  U.S.  now 
enjoys  the  most  modern  and  efficient  weather  service  in  the  world.  A  brief  status 
of  other  NOAA  NPR  initiatives  follows: 
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— Streamlining  personnel  and  processes. — NOAA  will  reduce  its  workforce  by  16 
percent  from  1993  levels.  This  will  require  the  elimination  of  2,279  full-time 
equivalents  (FTE's)  through  phased  annual  reductions  in  the  NOAA  Streamlin- 
ing Plan.  Approximately  74  percent  of  the  total  FTE  reduction  will  be  achieved 
in  administrative  and  supervisory  categories.  By  1999,  NOAA  will  increase  its 
supervisory  ratio  by  78  percent  to  a  ratio  of  13.2  employees  per  supervisor.  Or- 
ganizational layers  will  be  reduced  from  seven  to  four.  NOAA  has  simplified  ad- 
ministrative processes,  delegated  authorities  downward,  and  progressed  toward 
implementing  the  Commerce  Administrative  Management  System,  which  will 
greatly  improve  financial  management  and  accountability. 

— Eliminating  the  NOAA  Corps. — The  NOAA  Commissioned  Corps  was  downsized 
in  fiscal  year  1995  from  403  to  369  active  officers,  and  further  downsizing  is 
planned.  NOAA  proposes  to  eliminate  the  Corps  effective  April  1,  1997,  follow- 
ing a  6-month  transition  of  Commissioned  Officers  to  a  civil  service  status.  Leg- 
islation is  required  to  effect  this  change,  which  will  involve  transition  costs  that 
currently  are  being  developed. 

— Expanding  private  sector  ship  support. — NOAA  is  expanding  the  use  of  private 
contractors  for  ship  support,  and  collecting  information  to  assess  private  sector 
interest,  capability  and  cost  for  meeting  requirements.  NOAA  has  completed 
contracts  for  hydrographic  surveys,  and  is  continuing  this  effort  during  fiscal 
year  1996.  Two  hydrographic  survey  ships  were  decommissioned  in  fiscal  year 
1995.  It  is  intended  that  the  private  sector  collect  50  percent  of  the  minimum 
days  at  sea  for  the  National  Ocean  Service.  Ship  charters  have  been  used  to 
obtain  fisheries  survey  support  and  to  backfill  the  Delaware  II.  A  chartered  ves- 
sel currently  is  performing  the  Antarctic  Marine  Living  Resources  Project.  In 
fiscal  year  1997,  up  to  half  a  year  on  UNOLS  vessels  will  replace  the  Discov- 
erer, which  will  be  laid  up  at  the  end  of  fiscal  year  1996. 

— Transforming  charting  and  geodesy. — The  National  Academy  of  Public  Adminis- 
tration (NAPA)  is  analyzing  the  structure,  outputs  and  financing  of  NOAA  units 
providing  nautical  charting  and  geodesy  services  to  determine  how  transforming 
this  function  to  a  performance-oriented  business  may  improve  service  and  re- 
duce costs.  NAPA  will  produce  recommendation  during  1996. 

— Transforming  seafood  inspection. — To  transform  the  seafood  inspection  service, 
NOAA  is  reviewing  options  ranging  from  a  government  performance-based  orga- 
nization to  a  private,  nonprofit  organization.  Transformation  of  this  fee-funded 
activity  likely  would  not  save  costs,  but  may  reduce  Federal  personnel  require- 
ments. 

— Improving  fisheries  management. — In  cooperation  with  the  fishing  industry, 
NOAA  has  implemented  access  controls  for  20  of  34  Fishery  Management  Plans, 
and  is  working  with  stakeholders  to  establish  user  fees  for  individual  fishing 
quotas  to  transfer  some  management,  and  enforcement  costs  to  commercial 
beneficiaries. 

CONCLUSION 

As  I  have  discussed  above,  NOAA's  fiscal  year  1997  budget  represents  the  most 
cost  effective  means  to  promote  the  Nation's  environmental  and  economic  advan- 
tage, while  maintaining  an  appropriate  balance  among  the  environmental  assess- 
ment and  prediction  and  environmental  stewardship  needs  of  the  Nation.  We  wel- 
come the  coming  discussions  on  our  goals,  priorities,  and  operations  with  the  Con- 
gress, our  constituents  and  the  public.  We  believe  that  our  budget  will  be  well  re- 
ceived by  all  these  groups  because  our  budget  represents  appropriate  levels  of  in- 
vestment to  generate  major  economic  returns.  Every  day,  in  some  way,  every  person 
in  the  U.S.  is  affected  by  the  mission  of  NOAA.  Our  budget  enables  us  to  continue 
this  service. 

Thank  you.  If  you  have  any  questions,  I  am  prepared  to  answer  them  at  this  time. 

Senator  GREGG.  Thank  you,  Dr.  Baker. 

Your  proposal  is  about  9  percent  over  last  year,  but  if  you  look 
at  it  in  the  context  since  1991,  it  is  up  about  50  percent.  Do  you 
expect  to  continue  this  rate  of  growth? 

FISCAL  YEAR  1997  INCREASE 

Dr.  Baker.  Mr.  Chairman,  we  have  been  working  with  the  ad- 
ministration to  look  at  the  out-year  costs  for  NOAA's  programs. 
What  we  have  come  up  with  is  an  agreement  that  for  our  broadly 
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supported  programs,  like  fisheries  activities  or  coastal  zone  or  re- 
search, these  programs  should  not  grow  any  faster  than  inflation. 
That  is  one  part  of  our  budget. 

For  operations,  we  have  an  agreement  with  OMB  on  satellite  and 
Weather  Service  operations  that  these  would  be  flat.  And  for  sys- 
tems costs,  that  is,  the  cost  of  satellites,  the  cost  of  radar  systems 
and  so  on,  the  administration  has  agreed  to  provide  the  actual  cost 
of  the  systems  as  negotiated. 

For  us,  that  is  a  reasonable  way  for  us  to  continue  the  very 
broadly  supported  programs  that  we  have.  It  means  some  increases 
in  the  future,  but  we  somehow  have  to  find  a  way  to  pay  for  the 
big  systems  that  we  have.  That  is  really  where  we  would  see  the 
growth  in  the  future. 

Senator  Gregg.  In  this  zero-sum  game  that  we  have  here,  or 
process — game  is  the  wrong  word,  I  guess — but  as  you  know,  for  us 
to  find  you  $173  million  means  we  have  to  take  it  from  somewhere 
else.  I  understand  that  that  money  is  essentially  going  to  be  for 
satellites.  Of  this  $173  million  increase  that  you  are  asking,  what 
percentage  of  that  is  new  satellite  dollars? 

Dr.  BAKER.  It  is  partly  satellites  and  it  is  partly  putting  into 
place  the  final  pieces  of  Weather  Service  modernization.  The  pri- 
mary piece  is  about  $70  million  for  the  advanced  weather  inter- 
active processing  system.  This  hardware-software  system  that  al- 
lows us  to  get  the  information  from  the  satellites  and  Nexrad  out 
to  the  forecaster,  those  two  pieces. 

Senator  Gregg.  And  that  is  about  what? 

Dr.  Baker.  There  is  about  $70  million  there. 

CLOSING  WEATHER  FORECAST  OFFICES 

Senator  Gregg.  As  you  shut  down  other  services,  like  the  weath- 
er stations,  how  much  do  you  expect  to  save  there? 

Dr.  Baker.  I  do  not  have  an  exact  number  for  that.  Joe,  do  you 
have  a  number  for  that?  This  is  Joe  Friday. 

Dr.  Friday.  Yes,  sir;  Joe  Friday,  Director  of  the  Weather  Service. 
This  year,  we  are  proposing  in  the  President's  budget  to  streamline 
the  certification  process  to  allow  us  to  close  up  to  100  offices  in  fis- 
cal year  1997,  for  a  savings  of  right  around  $7  million.  That  is  the 
proposal  for  closing 

Senator  Gregg.  How  many  offices  does  that  leave  you,  about 
100? 

Dr.  Friday.  No;  that  will  leave  us  with  another  200  offices,  and 
so  there  will  be  another  80,  approximately,  closed  in  1998. 

Senator  Gregg.  What  is  your  goal  to  get  to? 

Dr.  Baker.  119. 

Senator  Gregg.  119. 

Dr.  Baker.  Starting  with  300,  we  will  be  reducing  down  to  119. 

Senator  Gregg.  And  you  are  going  to  streamline  the  certification 
process,  are  you  sure  you  can  do  this? 

Dr.  Baker.  Yes;  the  streamlining 

Ms.  Josephson.  We  need  legislation  to  do  this. 

Dr.  Baker.  Streamlining  saves  us  money  because  we  can  do  the 
process  faster  and  we  can  go  sooner  to  closing  offices.  But  we  still 
have  in  place  a  certification  process  that  allows  the  Secretary  to 
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certify  for  each  office  that  is  closed  that  we  have  not  degraded  any 
weather  service. 
Senator  Gregg.  What  is  the  legislation? 

REVISING  PUBLIC  LAW  102-567 

Ms.  JOSEPHSON.  We  need  legislation  to  modify  the  statute,  Public 
Law 

Dr.  Friday.  Public  Law  102-567  needs  to  be  modified  to  stream- 
line the  certification  process. 

Ms.  JOSEPHSON.  So  we  have  a  legislative  proposal  which  is  on  its 
way  up  to  the  Hill  to  do  this,  achieving  this  goal  in  terms  of  the 
legislation.  Currently,  it  requires  us  to  do  a  much  more  complex, 
lengthy  process. 

Senator  Gregg.  Are  you  being  reauthorized  this  year? 

Ms.  Josephson.  Yes;  there  is  an  authorization  bill,  I  guess,  in 
the  House. 

Senator  Gregg.  What  do  you  expect  to  attach  this  piece  of  legis- 
lation to? 

Dr.  Baker.  What  is  the  plan  for  that  legislation? 

Mr.  Moxam.  In  the  NOAA  reauthorization. 

Senator  Gregg.  You  have  reduced  your  personnel  by  about  1,000 
people,  is  that  right? 

Dr.  Baker.  Yes. 

Senator  Gregg.  And  you  are  planning  to  reduce  it  by  how  many 
more? 

Dr.  Baker.  We  are  going  to  reduce  a  total  of  2,400  from  1993  to 
1999  and  we  are  on  track  for  that  reduction. 

Senator  Gregg.  As  you  reduce  these  people,  have  you  been  able 
to  manage  the  accounts?  Have  you  been  able  to  manage  without 
these  people? 

Dr.  Baker.  What  we  have  done  is  we  have  a  reduction  in  people 
that  comes  from  reducing  the  number  of  weather  forecast  offices, 
as  we  move  from  300  to  119.  We  save 

Senator  Gregg.  All  these  people  are  coming  out  of  weather,  pret- 
ty much? 

STREAMLINING 

Dr.  Baker.  No;  that  is  about  500  or  so,  I  think.  Is  that  right, 
Joe?  Yes;  in  the  past  couple  of  years.  But  what  we  are  doing  is 
looking  at  middle  management  and  trying  to  reduce  the  number  of 
layers  that  we  have  in  our  system,  and  I  would  say  up  to  this  time, 
in  our  current  plans  that  take  us  down  by  2,400  people,  is  some- 
thing that  we  can  manage  and  we  have  been  able  to  manage  it  ba- 
sically with  buyouts,  retirements,  and  we  have  had  a  few  minor 
RIF's,  which  are  always  somewhat  disruptive,  but  on  the  whole,  we 
have  been  able  to  manage  that. 

Ms.  Josephson.  There  are  two  additional  big  counts.  One  is 
there  is  a  proposed  transfer  of  aeronautical  charting  to  the  FAA, 
which  is  under  discussion  at  the  moment,  and  that  would  be  400 
people.  We  are  waiting  for 

Senator  Gregg.  That  does  not  take  them  out  of  the  Government? 

Ms.  Josephson.  No;  it  just  removes  them  from  our  budget,  right. 
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WEATHER  SATELLITES 


Senator  Gregg.  These  satellites  that  you  are  sending  up,  these 
GOES  satellites,  you  are  just  replacing,  right? 

Dr.  Baker.  We  have  just  put  up  now  for  the  first  time  in  10 
years  two  of  the  next-generation  GOES  satellites.  One  has  operated 
for  about  2  years.  The  other  has  been  up  there  for  about  8  months. 
So  we  are  just  at  the  beginning  of  a  new  generation  of  satellites 
and  what  we  are  proposing  is  to  continue  to  buy  a  few  more  of 
those  as  we  go  forward. 

Senator  GREGG.  The  price  of  the  new  ones  versus  the  price  of  the 
ones  that  are  up  there,  what  is  the  difference  between  those  prices? 

Dr.  Baker.  The  prices,  I  do  not  have  the  exact  number  on  that. 
Bob,  do  you  have  a  number  on  the  current  prices?  The  price  for  the 
first  ones  is  always  more  expensive. 

Mr.  WlNOKUR.  I  am  Bob  Winokur.  I  am  head  of  the  National  En- 
vironmental Satellite  Data  and  Information  Service.  The  prices  of 
the  new  satellites — we  are  still  in  the  process  of  negotiating  with 
NASA  for  the  acquisition,  but  they  are  somewhat  more  expensive 
than  the  previous  generation.  We  are  looking  into  the  details  of 
that.  Some  of  that  is  due  to  inflation.  Some  of  that  is  due  to  parts 
obsolescence.  Manufacturers  are  no  longer  continuing  the  availabil- 
ity of  parts.  There  are  some  small  developmental  costs  as  we  inte- 
grate the  two  components  into  the  system. 

So  we  are  continually  looking  at  the  cost  of  the  follow-on  sat- 
ellites. We  have  three  under  contract  and  we  are  finishing  up  that 
right  now.  We  are  looking  at  the  acquisition  strategies  for  the  fol- 
low-on systems.  Right  now,  we  are  projecting  an  increased  cost  be- 
cause of  the  inflation  and  parts  obsolescence. 

Senator  Gregg.  You  are  comfortable  that  the  increase  in  cost  is 
reasonable? 

Mr.  Winokur.  I  am  personally  not  totally  comfortable  with  that, 
to  be  quite  honest  about  it.  That  is  why  we  are  in  the  process  of 
looking  at  the  details  of  the  costs  with  NASA  to  make  sure  we  have 
our  arms  around  the  costs,  so  we  understand  what  is  involved  in 
the  costs. 

Senator  Gregg.  Can  you  give  us  an  update  as  you  get  a  better 
feel  for  this? 

Mr.  Winokur.  Yes. 

NOAA  FLEET 

Senator  Gregg.  What  are  your  plans  for  the  fleet? 

Dr.  Baker.  When  we  came  in  with  this  administration,  there  was 
a  fleet  replacement  plan  for  the  NOAA  ships,  to  replace  them  with 
a  full  fleet  of  Government-owned,  Government-operated  ships  at  a 
cost  of  about  $1.9  billion.  We  have  drastically  modified  that  plan, 
to  a  large  extent  because  of  the  cost  and  also  because  we  wanted 
to  have  some  competition  in  the  system  from  the  private  sector.  We 
have  spent  the  last  3  years  now  really  trying  to  understand  how 
we  can  have  a  mixed  fleet  that  takes  full  advantage  of  what  the 
private  sector  has  to  operate  while  still  providing  the  seagoing  ca- 
pabilities that  we  have. 

About  one-half  of  our  fleet  of  24  ships,  of  which  about  6  are  laid 
up  at  the  moment,  about  one-half  of  our  fleet  is  used  for  fisheries 
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stock  assessment  and  research.  Of  the  other  one-half,  about  one- 
quarter  is  used  for  hydrographic  measurements,  mapping  and 
charting,  and  the  other  one-quarter  are  used  for  oceanographic  re- 
search. We  think  that  we  can  depend  to  a  large  extent  on  the  pri- 
vate sector  for  mapping  and  charting,  and  we  have  tripled  in  our 
budget  the  amount  of  money  that  we  are  going  out  to  the  private 
sector  for  this  mapping  and  charting  activity. 

We  think  we  can  rely  to  a  large  extent,  not  completely,  but  to  a 
large  extent,  on  the  academic  community  to  help  us  with  oceano- 
graphic research  vessels,  and,  in  fact,  we  have  recently  laid  up  two 
vessels  and  are  contracting  even  more  with  the  academic  commu- 
nity for  ship  time  on  their  vessels. 

Then  we  have  the  fisheries  aspect,  where  we  do  some  contracting 
already  for  stock  assessment  and  we  are  looking  to  see  whether,  in 
fact,  the  private  sector  can  come  up  with  ways  for  us  to  do  our  fish- 
eries activity  or  whether,  in  fact,  we  have  to  rely  on  having  Govern- 
ment-owned ships. 

So  we  have  a  variety  of  activities  going  on.  We  believe  that  the 
best  way  for  NOAA  to  have  a  seagoing  capability  is  to  have  some 
in-house  capability.  We  have  a  new  ship  which  we  are  just  finish- 
ing, built  from  scratch,  which  is  being  finished  up  in  Mississippi, 
an  oceanographic  research  ship.  We  have  just  converted  a  Navy 
ship,  which  we  got  free,  but  we  have  done  the  conversion  to  do 
some  work  on  the  El  Nino  buoy  tending  in  the  tropical  Pacific.  And, 
as  I  said,  we  are  looking  very  actively  at  the  way  in  which  the  pri- 
vate sector  can  help  us. 

So  we  think  we  have  a  robust  way  of  approaching  the  problem, 
but  in  any  case,  it  is  going  to  cost  something  for  us  to  replace  our 
fleet  and  we  are  trying  to  find  the  most  cost-effective  way  of  doing 
that,  because  we  have  to  have  seagoing  capability  to  do  our  job. 

Senator  Gregg.  We  have  about  5  minutes  before  we  vote,  I  take 
it.  To  summarize  what  you  just  said,  that  you  do  not  agree  with 
the  GAO  position  to  sell  and  go  with  the  private? 

Dr.  Baker.  That  was  the  inspector  general. 

Senator  GREGG.  The  inspector  general. 

Dr.  Baker.  He  has  a  strong  opinion  that  we  should  go  completely 
private  and  sell  all  of  our  fleet.  We  do  not  agree  with  that.  We  be- 
lieve that  there  has  to  be  a  mix  and  that  we  have  to  draw  on  the 
best  capabilities  that  we  have. 

I  also  believe  very  strongly,  coming  from  the  oceanographic  side 
of  NOAA,  that  it  is  very  important  for  us  to  have  some  in-house 
capability  for  what  you  do.  You  are  an  informed  buyer  when  you 
buy  services.  You  know  what  you  are  doing.  So  I  think  it  is  impor- 
tant to  have  the  mix  of  activities,  and  I  think  we  can  show,  once 
we  put  this  in  place,  that  it  is  as  cost  effective  as  operating  com- 
pletely outside. 

Senator  GREGG.  When  will  we  get  the  report  that  was  requested 
in  the  last  budget  cycle  relative  to  this  issue? 

Dr.  Baker.  We  are  now  working  that  through  OMB.  We  keep 
hoping  to  get  it  out.  I  do  not  know  what  the  timing  is.  Do  you 
know,  Diana?  It  is  being  held  up  at  OMB  at  the  moment. 

Senator  Gregg.  So  we  expect  it  in  the  next  year? 

Ms.  Josephson.  We  are  working  on  it. 
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Senator  Gregg.  I  think  it  is  going  to  be  important  to  get  that  be- 
fore we  go  to  markup. 

Dr.  Baker.  We  will  push  for  that. 

Senator  Gregg.  There  is  going  to  be  a  lot  of  pressure  on  us  to 
privatize. 

Ms.  JOSEPHSON.  If  I  might  supplement,  one  of  the  sense  we  have, 
particularly  in  the  fisheries  area,  there  are  not  ships  out  there  for 
us  to  charter,  particularly  for  stock  assessments.  We  have  the 
trawling  ships  which  need  to  have  both  the  trawling  capability  and 
the  oceanographic  research  capability  on  the  same  vessel. 

We  have  had  two  bids  out.  In  one  case,  we  got  a  Canadian  ship 
which  is  too  expensive — we  could  not  afford  her — and  had  to  break 
the  work  up  onto  six  ships.  Some  of  them,  we  had  people  living  in 
fish  holds,  which  is  OK  for  the  short  term  but  not  the  kind  of  con- 
ditions they  would  want  for  a  long-term  program.  The  other  one 
was  a  Russian  ship  we  are  chartering  in  the  Antarctic. 

We  did  not  find  a  single  U.S.  ship  that  was  willing  to  come  in 
and  bid  on  these  two  charters,  which  leaves  us  with  big  questions 
about  the  availability  of  ships  to  meet  certain  of  our  requirements. 

Senator  GREGG.  I  am  going  to  have  to  go  vote  and  come  back. 
I  apologize  to  you.  Members  will  come  and  they  will  want  to  ask 
questions,  and  I  will  be  back  in  a  few  minutes. 

[A  brief  recess  was  taken.] 

ELIMINATION  OF  THE  NOAA  FLEET 

Senator  HOLLINGS.  Dr.  Baker,  the  first  thing  that  concerns  me 
is  the  matter  of  the  NOAA  fleet.  Specifically,  I  do  have  concerns 
about  the  amount  of  contracting.  There  is  the  quality  and  the  map- 
ping, for  one  thing.  Down  in  the  Gulf  of  Mexico,  you  can  get  quality 
mapping  by  the  oil  companies,  but  up  in  the  Alaska  area,  I  doubt 
if  you  have  anybody  even  bidding  on  contracts,  some  of  these  uni- 
versities. 

It  strikes  me,  particularly  with  the  fisheries,  that  you  have 
downsized.  You  were  talking  about  $1  billion  for  the  fleet  over 
about  7  years  or  so  for  the  small  boats  necessary  for  the  fisheries, 
because  no  one  is  around.  You  get  these  old  shrimp  trawlers  and 
everything  and  put  a  scientist  down  in  the  hold  and  he  says,  "I  can 
find  better  work  than  this."  And  those  vessels  lack  the  proper 
equipment.  It  is  not  working  out  at  all.  We  need  new  small  vessels 
for  the  fisheries  survey.  We  need  the  new  oceanographic  vessel  that 
we  have  right  now,  that  some  say  to  get  rid  of.  These  fellows  that 
sit  up  with  a  pencil  and  paper  do  not  know  what  the  heck  is  going 
on.  We  need  mapping  and  charting  up  in  Alaska,  definitely.  We 
probably  need  one  on  the  east  coast.  Give  me  your  comments  about 
the  fleet. 

Dr.  Baker.  Senator  Hollings,  we  are  very  concerned,  as  you  are, 
about  the  fleet  and  about  our  ability  to  go  to  sea.  As  you  know,  you 
and  I  have  talked  about  how  we  could  replace  the  NOAA  fleet  as 
it  is  and  I  think  that  we  want  to  look  toward  a  fleet  that  is  a  mix 
of  capabilities,  some  from  the  private  sector  and  some  in-house  and 
then  some  from  the  academic  community. 

I  believe  that  if  we  move  in  this  direction  carefully,  that  we  can 
use  the  best  capabilities  of  the  private  sector  and  the  academic 
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community  and  the  in-house  Government  capabilities  to  have  a 
very  cost-effective  operation. 

I  was  just  saying,  I  think  that  we  see  the  possibility  of  some  help 
from  the  private  sector  on  mapping  and  charting,  but  your  points 
are  exactly  right.  There  are  some  areas  where  the  private  sector  is 
ready  and  willing  and  capable  to  come  in,  some  areas  like  the 
coastline  of  Alaska  where  they  have  no  interest  and  have  shown  no 
interest,  and  we  certainly  do  not  expect  that  to  happen.  We  do 
some  chartering  at  the  moment  with  the  fisheries  stock  assess- 
ment, but  on  a  whole,  this  is  an  area  where  both  the  private  sector 
and  the  academic  community  do  not  have  good  capabilities. 

Our  plan,  which  is  currently  at  OMB — and  we  are  pushing  hard 
to  get  it  released  to  you — does,  in  fact,  look  toward  a  major  Govern- 
ment support  in  the  fisheries  area,  because  this  is  one  that  we  do 
not  see  that  we  can  work  on  the  outside.  But  we  have  been  trying 
to  look  with  some  test  charters  to  see  what  the  private  sector  can 
do  with  mapping  and  charting  and  we  are  trying  to  work  with  the 
academic  community  to  make  sure  that  we  can  take  advantage  of 
their  capabilities.  They  can  work  with  us  on  the  new  ships  that  we 
have,  the  ships  that  they  have,  so  that  we  can  provide  that  same 
capability. 

So  I  think  a  mix  is  what  we  need,  but  we  must  have  in-house 
capability.  Otherwise,  we  are  not  smart  buyers. 

Senator  Hollings.  You  have  to  have  an  in-house  capability  and 
you  have  to  have  some  quality  controls. 

Dr.  Baker.  Absolutely. 

Senator  Hollings.  You  have  a  contract,  I  think,  up  in  the  New 
York  area  now  and  the  contractor  says  it  is  not  going  to  re-bid  that 
one  at  the  same  price.  It  costs  more.  I  hope  we  can  all  sober  up 
with  that  airline  crash  down  there  in  Florida.  "Get  rid  of  the  Gov- 
ernment, the  Government  is  the  enemy,  cut  and  let  the  market 
forces  operate"  as  the  House  crowd  keeps  saying.  Well,  you  see 
what  can  happen  when  we  destroy  Government  and  just  let  the 
market  forces  operate.  That  is  a  good  political  chant  to  get  re- 
elected on,  but  that  does  not  give  you  much  of  a  good  Government. 
We  are  here  to  make  the  Government  work  in  a  responsible,  eco- 
nomic fashion. 

In  the  end  instance,  these  contracts,  you  get  rid  of  any  kind  of 
capability  of  the  NOAA  fleet  and  I  can  tell  you  what  the  private 
contractors  are  going  to  do.  They  will  bid  you  right  on  up,  up,  and 
away.  You  will  not  be  able  to  afford  anything  and  you  will  not  get 
any  of  the  fisheries  data.  That  is  what  happened  up  in  George's 
Bank.  The  fisheries  are  gone  and  the  QE  II  ran  aground  into  a 
rock,  because  we  had  not  had  any  charting  up  there  in  about  25 
or  30  years.  Our  maritime  industry  is  using  old  charts.  We  are  be- 
hind, I  would  say,  about  5  to  10  years  behind  in  charting 

Dr.  Baker.  At  least. 

Senator  HOLLINGS.  There  we  are,  but  we  are  talking  about  how 
we  are  saving  money  and  yet  ships  are  running  aground. 

OCEAN  REMOTE  SENSING 

With  respect  to  the  ocean  remote  sensing,  we  put  money  in  your 
appropriation  because  these  foreign  ocean  satellites  are  up  there 
and  we  wanted  the  data.  We  had  $10  million  and  we  cut  down  to 
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less  than  one-half.  The  United  States  is  not  taking  advantage  of 
the  opportunity  provided  for  ocean  industries,  coastal  management, 
and  research.  Why  are  you  cutting  that? 

Dr.  Baker.  Two  reasons,  Senator,  and  we  greatly  appreciate  your 
help  there.  One  is  we  needed  more  money  at  the  beginning  to  put 
the  infrastructure  in  so  that  we  could  do  the  data  analysis,  that  is, 
the  data  collection  system.  So  this  kind  of  activity  requires  more 
money  at  the  beginning  than  it  does  later  in  an  operational  mode. 

But  with  the  amount  of  money  that  we  have,  we  have  been  able 
to  get  some  very  good  products.  We  are  currently  collecting  prod- 
ucts from  other  satellites.  We  are  producing  those.  If  we  had  more 
money,  we  could  do  well  with  it.  But  trying  to  balance  everything, 
we  felt  this  was  a  reasonable  number  within  a  constrained  budget. 

NOAA  GOES  SATELLITE 

Senator  HOLLINGS.  We  ought  to  have  a  better  effort  in  that  re- 
gard. With  respect  to  the  GOES  satellite,  I  remember  we  had 
NASA  and  their  wonderful  restrictions  and  information  and  every- 
thing else.  Thank  goodness  we  had  Loral  come  in  and  save  us.  I 
will  never  forget,  that  is  one  friend  I  have  got,  Mr.  Schwartz,  be- 
cause we  had  the  hearings  before  the  full  committee  and  he  saved 
the  program.  Secretary  Mosbacher,  Knauss,  and  Admiral  Truly 
said  they  weren't  responsible  though  it  was  their  program.  He  got 
it  going  and  everything  else. 

Now,  they  have  some  monkeyshines  again  going  on  over  there  at 
NASA  but  it  is  NOAA's  satellite.  It  is  our  design  and  we  know 
NOAA  has  the  working  design.  I  do  not  mind  competitive  bidding, 
but  I  do  not  mean  to  take  a  census  over  here  for  NASA  and  sepa- 
rate the  sensors  from  the  actual  spacecraft  itself,  which  was  de- 
signed by  Loral,  and  put  that  into  a  separate  category.  Let  us  bid 
the  whole  thing,  the  entire  satellite,  right  together.  Nobody  is  fa- 
vored. 

I  would  favor,  I  say  that  publicly,  because  I  know  what  they  did. 
I  know  what  these  other  cut-price  people  left  us,  with  major  cost 
overruns  and  a  satellite  that  didn't  work  years  behind  schedule.  I 
do  not  want  to  go  down  that  road  again  with  some  of  the  experi- 
mentation of  NASA.  I  have  that  budget,  too,  in  the  Commerce 
Committee,  and  I  can  give  you  a  lot  of  places  to  save  there. 

So  do  not  let  NASA  tell  NOAA  what  to  do.  You  are  the  NOAA 
Under  Secretary  and  this  is  our  satellite.  Is  that  message  clear?  We 
put  language  in  to  make  it  clear  in  the  last  budget. 

Dr.  Baker.  It  is  very  clear,  Senator. 

Senator  HOLLINGS.  Yes,  sir. 

Dr.  Baker.  Let  me  say  that  I  respect  your  opinion  very  much, 
because  it  was  you  who  saved  the  GOES  program  in  the  first  place. 
I  want  you  to  know  that  we  know  that,  and  so  we  respect  your  ad- 
vice very  much. 

Senator  Hollings.  I  respect  the  professionalism  of  that  particu- 
lar group.  It  is  hard  to  find  them  when  they  are  all  merging  and 
meeting  and  bidding  and  buying  and  selling  up  in  New  York  and 
they  are  not  interested  in  our  work  at  all.  But  we  did  find  that  one 
entity  and  they  did  do  good  work  and  I  think  we  ought  to  continue 
to  work  with  them  on  a  competitive  basis.  Take  the  whole  satellite; 
do  not  break  it  apart  because  of  that  NASA  thing. 
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TURTLE  EXCLUDER  DEVICE 


With  respect  to  sea  turtles,  you  know,  one  size  fits  all.  That  can 
work  in  the  Government  because  you  have  a  sand  bottom.  But  that 
top  excluder — the  bottom  excluder  has  been  working.  They  took  a 
long  time  to  sell  that  to  shrimp  fishermen  and  all  the  rest  of  the 
other  fishermen  and  they  have  been  protecting  the  turtles. 

But  to  put  that  top  one  there  and  everything  else,  it  picks  up  the 
crab  pots  and  everything  else.  That  is  not  going  to  go  along  the  At- 
lantic seaboard.  Somebody  is  trying  to  design  it,  arid  it  is  a  good 
design  when  you  can  get  just  a  sand  bottom  in  the  gulf  and  it  is 
smooth,  very  easy,  and  it  is  realistic,  but  totally  unrealistic  where 
we  are  trying  to  still  make  a  living  and  still  protect  the  environ- 
ment. But  let  us  sustain  that  fishing  fleet.  They  have  had  enough. 
They  have  had  a  bad  year.  They  do  not  need  further  regulatory 
burdens.  I  do  not  know  where  this  crowd  is  that  wants  to  deregu- 
late, deregulate,  deregulate.  I  cannot  help  them,  but  I  want  to  join 
them  for  a  change. 

Thank  you,  Mr.  Chairman.  I  have  some  other  questions  here,  but 
I  see  my  time  has  expired. 

Senator  Gregg.  Senator  Bumpers? 

TORNADO  IN  FORT  SMITH,  AR 

Senator  Bumpers.  Mr.  Chairman,  I  would  just  like  to  get  into  a 
dialog  with  Dr.  Friday  here  about  the  unfortunate  tornado.  I  have 
written  to  him  about  it.  That  is  a  tornado  that  cost  $500  million 
in  damages  and  four  lives.  It  is  easily  the  biggest  one  in  the  State 
of  Arkansas  this  year,  maybe  the  biggest  one  anywhere  in  the 
country  so  far. 

I  do  not  know  whether  it  is  rumor  or  fact,  but  I  do  know  that 
you  apparently  planned  to  spend  $9.4  million  for  three  new  doppler 
radars  south  of  Fort  Smith  so  that  that  area  is  covered  better.  Let 
me  just  make  this  observation. 

No.  1,  the  plan  is  to  deploy  that  in  1998,  and,  of  course,  that  is 
totally  unacceptable.  When  you  consider  the  fact — I  do  not  know 
that  you  could  have  reduced  the  $500  million  of  damage,  but  when 
you  think  about  the  $9.4  million  that  we  would  have  had  there,  we 
might  have  been  able  to  give  a  better  warning.  It  seems  like  small 
potatoes. 

But  I  wanted  to  ask  you,  you  have  heard  all  of  the  blame  placing 
and  controversy  about  when  the  warning  was  issued  and  why  was 
it  not  issued  in  a  timely  manner  and  so  on,  but  I  want  to  first  show 
you — you  can  see  it  from  there,  and  I  think  we  got  this  from  you, 
maybe,  just  to  be  sure  we  are  on  the  wavelength — here  is  Fort 
Smith,  where  the  tornado  apparently  formed  very  close  to  that  city 
and  hit  the  ground  at  the  west  end  of  the  main  street  there,  called 
Garrison  Ave.,  and  went  in  this  path  down  through  here. 

As  I  understand  it,  the  Tulsa  doppler  radar  is  capable  of  covering 
all  of  this  area  down  to  this  semicircle  here.  This  striped  line  area 
here — can  you  see  that,  Joe? — Joe  is  from  Arkansas,  so  I  feel  like 
I  can  badger  him,  if  I  want  to.  As  I  understand  it,  it  is  this  area 
right  here  that  is  the  blind  area  right  now,  is  that  correct? 

Dr.  Friday.  That  is  correct,  sir. 
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Senator  Bumpers.  That  was  determined  last  October  by  the 
Weather  Service,  that  you  had 

Dr.  Friday.  That  was  determined  by  the  National  Research 
Council.  That  was  under  an  independent  assessment  of  the  mod- 
ernization plan. 

Senator  Bumpers.  The  Weather  Service  has  no  quarrel  with 
that?  You  agree  with  that? 

Dr.  Friday.  We  do  not.  We  agree  with  that  assessment. 

Senator  Bumpers.  You  do  not  agree  with  that? 

Dr.  Friday.  No;  we  agree  with  that. 

Senator  Bumpers.  You  do  agree  with  that? 

Dr.  Friday.  Yes,  sir. 

Senator  BUMPERS.  As  I  understand  it,  your  present  plan  is  to  put 
three  radars  in  this  area  here,  which  will  eliminate  this  blind  area, 
is  that  correct? 

Dr.  Friday.  There  is  one  radar  that  will  go  here.  The  other  two 
radars,  one  goes  into  northern  Indiana.  One  goes  into  northern  Ala- 
bama. 

Senator  Bumpers.  But  one  doppler  radar  there  would  take  care 
of  that? 

Dr.  Friday.  That  is  correct,  sir. 

Senator  Bumpers.  Joe,  can  you  tell  us  right  now  with  any  degree 
of  definition  or  certainty  what  happened  that  night?  First  of  all,  let 
me  lay  the  groundwork  for  you.  It  is  my  understanding  that  the 
Fort  Smith  station  is  still  open. 

Dr.  Friday.  That  is  correct. 

Senator  Bumpers.  It  still  has  a  rather  primitive  radar  system, 
but  they  are  not  permitted  to  issue  a  tornado  warning,  a  warning 
being  a  tornado  has  been  spotted,  sighted,  or  seen  on  radar,  is  that 
correct? 

Dr.  Friday.  I  believe  that  is  the  current  arrangement,  yes,  sir. 

Senator  Bumpers.  And  Fort  Smith  is  not  now  permitted  on  its 
own  to  issue  a  tornado  warning,  is  that  correct? 

Dr.  Friday.  The  county  warning  responsibilities  for  those  coun- 
ties was  transferred  to  Tulsa  as  the  Tulsa  radar,  the  doppler  radar, 
became  commissioned.  The  Fort  Smith  office  continues  to  operate 
and  continues  to  communicate  with  the  Tulsa  office  on  what  it  sees 
in  the  local  area. 

Senator  Bumpers.  Who  would  issue  the  order  to  turn  on  the  si- 
rens to  the  law  enforcement  people  there? 

Dr.  Friday.  Actually,  my  understanding  is  that  the  Tulsa  office 
would  call  the  law  enforcement  issues  and  alert  them  to  the  fact 
that  a  tornado  warning  had  been  issued.  This  was  at  the  same  time 
that  they  would  place  the  tornado  warning  on  the  all-weather 
radio,  which  they  did,  and  the  same  time  that  they  would  issue  the 
warning  on  the  teletype  circuits,  the  NOAA  weather  wire  which 
goes  to  the  entire  media. 

What  happened  this  particular  night,  as  I  understand  it — I  have 
not  seen  the  final  report  that  is  being  prepared  now  and  I  should 
see  that  within  the  next  week — but  my  understanding  was  is  that 
as  the  Tulsa  office  was  communicating  with  the  civil  defense  offi- 
cials, with  the  local  police  department,  that  the  communications 
lines  went  down  at  that  time  and  it  was  unclear  as  to  exactly  how 
much  of  the  information  was  exchanged  in  that  process.  But  my 
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understanding  was,  because  of  a  telecommunications  failure  at  that 
time,  the  sirens  were  not  sounded  at  that  particular  time. 

Senator  Bumpers.  There  is  about  a  5-minute  difference.  For  ex- 
ample, the  tornado  warning  was  issued  from  Tulsa  at  11:08  p.m. 

Dr.  Friday.  That  is  correct. 

Senator  Bumpers.  The  Fort  Smith  Police  Department  says  that 
the  tornado  had  already  been  on  the  ground  2  minutes  at  that 
point  and  that  they  did  not  receive  a  tornado  warning  alert  from 
Tulsa  until  11:12:53  p.m.,  or  14  minutes  after  the  tornado  had  hit 
the  ground — I  am  sorry.  Just  a  moment. 

The  tornado  warning  was  issued  at  11:08  with  the  Tulsa  radar. 
The  Fort  Smith  Police  Department  says  that  they  got  a  Weather 
Service  bulletin  from  the  Fort  Smith  weather  station  that  a  tor- 
nado was  developing  near  Fort  Smith  at  11:12,  4  minutes  later. 
But  the  people  in  Fort  Smith  insist  that  the  tornado  touched  down. 
The  Weather  Service  told  the  Fort  Smith  police  that  a  funnel  cloud 
was  about  to  hit  the  city  at  11:28  and  it  had  actually  hit  at  11:13. 

I  do  not  know  whether  those  four  lives  that  were  lost  there  would 
have  been  saved  or  not,  but  the  people  down  there  are  terribly 
upset  and  agitated  about  it,  understandably.  But  without  pursuing 
that  too  much  further,  I  hope  that  you  are  preparing  a  report  I  re- 
quested from  you  in  writing,  that  Senator  Pryor  and  I  asked  for. 

Dr.  Friday.  Senator,  we  are  preparing  that  report,  and  either  I 
will  brief  you  or  one  of  my  deputies  will  brief  you.  As  soon  as  that 
material  is  prepared,  we  will  come  and  give  you  a  personal  briefing 
on  this  event. 

Senator  Bumpers.  What  do  you  do,  Joe,  if  you  get  calls,  as  you 
did  that  night,  from  people  saying,  "We  see  this  tornado,"  and  yet 
your  people  in  Tulsa,  for  example,  apparently  had  not  seen  it  or 
had  not  issued  a  warning.  What  do  you  do  when  people  call  in  be- 
fore you  see  it  on  radar? 

Dr.  Friday.  We  try  to  take  into  account  the  public  observations, 
particularly  from  trained  spotters,  police  officials,  and  so  forth  that 
we  have  trained  over  the  years.  In  this  particular  storm  event,  if 
you  will  recall  from  that,  this  was  a  series.  This  was  a  line  of 
storms  that  had  been  moving  through  the  area  for  quite  some  time. 

It  was  a  severe  thunderstorm  and  it  was  approaching  the  Fort 
Smith  area.  As  a  matter  of  fact,  the  particular  storm  had  been 
warned  for  as  a  severe  thunderstorm  for  quite  some  time.  I  think 
it  was  around  10:54,  if  I  recall  the  data  off  the  top  of  my  head.  It 
then  continued  to  be  observed  on  the  radar,  and  as  the  storm  indi- 
cated intensification  there  at  the  11:08  timeframe,  it  was  the  time, 
then,  that  the  warning  was  upgraded  from  a  severe  thunderstorm 
to  a  tornado. 

That  is  the  sequence  of  events  that  occurred.  We  had  a  storm 
watch  out  for  the  entire  evening  before 

Senator  Bumpers.  Yes;  I  know  that. 

Dr.  Friday  [continuing].  So  it  was  a  system  of  asking,  was  there 
enough  of  an  indication  to  call  a  tornado  warning  earlier  on  than 
the  5  minutes  ahead  of  time  or  whatever  it  was  that  we  did  provide 
the  warning  for. 

Anytime  we  lose  lives  due  to  a  severe  thunderstorm,  it  is  some- 
thing that  is  a  tragedy  and  is  an  area  that  the  modernization  of 
the  Weather  Service  is  trying  to  improve  upon  and  trying  to  pro- 
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tect.  In  the  history  of  what  we  have  been  doing  in  the  moderniza- 
tion, we  have  been  able  to  significantly  improve  on  the  warnings. 

Even,  however,  where  we  have  had  the  most  experience,  in  the 
center  part  of  Oklahoma  that  the  National  Severe  Storms  Labora- 
tory, where  our  office  is  located  there  and  we  use  that  research 
from  the  NOAA  lab  all  during  this  timeframe,  even  there,  the  best 
we  are  able  to  do  is  about  a  90-percent  accuracy  on  warnings.  We 
still  miss  1  out  of  10. 

It  is  important  that  we  have  a  good  working  relationship  with  all 
of  the  communities  we  are  dealing  with  so  that  even  in  these  cases 
such  as  this  one,  where  we  do  not  issue  a  warning,  people  still 
know  what  to  do. 

In  this  particular  case,  I  thought  it  was — we  lost  two  lives  in 
Fort  Smith  and  then  we  lost  two  other  on  up  the  way  as  the  storm 
moved  on  into  a  couple  of  other  counties.  But  the  fact  is  that  I  be- 
lieve the  people  did  understand  what  to  do  in  the  case  of  severe 
weather,  or  particularly  with  this  series  of  tornadoes,  or  there 
would  have  been  more  loss  of  life.  I  think  that  is  a  tribute  to  the 
emergency  management  people  in  Fort  Smith  having  worked  with 
the  population  to  understand  what  to  do  in  the  case  of  severe 
weather. 

But  I  will  get  that  report  to  you  as  soon  as  it  is  completed, 
and 

Senator  BUMPERS.  Joe,  one  final  question. 

Dr.  Friday.  And  I  promise  not  to  put  it  down  near  my  hometown. 
We  will  put  the  radar  up  near  Fort  Smith. 

Senator  Bumpers.  Here  is  Fort  Smith,  here  is  the  blind  area, 
and  here  is  the  new  radar.  Back  over  here  is  Tulsa.  Will  those  two 
radars  overlap? 

Dr.  Friday.  Yes,  sir,  they  will. 

Senator  Bumpers.  They  will? 

Dr.  Friday.  They  will  overlap. 

Senator  Bumpers.  So  if  either  one  of  those — for  example,  if  the 
new  radar  detected  a  tornado  warning  and  somebody  was  asleep  at 
the  switch  in  Tulsa — who  is  going  to  be  in  charge  of  that  radar,  in- 
cidentally, the  one  you  are  going  to  install? 

Dr.  Friday.  The  data  will  be  available  at  Tulsa  and  at  Little 
Rock. 

Senator  Bumpers.  At  Little  Rock? 

Dr.  Friday.  Right. 

Senator  Bumpers.  Will  they  get  the  same  information  in  Little 
Rock  that  Tulsa  gets? 

Dr.  Friday.  They  will  get  the  same  information  that  Tulsa  gets. 

Senator  Bumpers.  We  have  a  little  provincial  problem  here,  you 
know.  We  do  not  like  for  Tulsa  to  be  calling  tornadoes  for  Arkan- 
sas. 

I  just  want  to  ask  you  one  final  question.  I  know  you  are  sched- 
uled to  do  those  three  radars,  one  of  them  in  Arkansas,  by  1998. 
And  Joe,  I  just  want  to  say,  and  I  want  to  say  to  the  chairman, 
that  is  absolutely  unacceptable  for  those  people  down  there.  You 
have  a  public  relations  disaster  on  your  hands,  as  you  know.  It 
may  be  justifiable;  maybe  not.  But  I  can  tell  you,  we  cannot  wait 
until  1998. 
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If  there  is  any  way  possible,  I  will  do  my  very  best  to  get  a  line 
item  here  or  certainly  get  report  language  or  anything,  because 
those  people  are  going  to  be  absolutely  terrified  when  the  tornado 
season  hits  next  spring  if  we  do  not  have  that  area  covered. 

It  might  not — I  know  this,  and  I  have  studied  this  thing  pretty 
carefully  since  that  tornado  occurred,  and  I  know  that  you  can  an- 
swer me  by  saying,  nothing  would  have  changed  so  far  as  the  tor- 
nado that  literally  formed  and  hit  down  over  Fort  Smith.  Nothing 
would  have  changed  even  if  that  radar  south  of  Fort  Smith  had  al- 
ready been  in  place  because  it  would  not  have  given  you  any  more 
information  than  the  doppler  in  Tulsa  gave  you.  But  I  can  tell  you, 
the  folks  in  Fort  Smith  are  not  buying  that. 

Dr.  Friday.  I  understand  that,  and  there  is  another  factor  in  the 
modernization.  As  Dr.  Baker  pointed  out,  the  last  portion  of  the 
modernization  is  the  system  which  allows  us  to  integrate  the  radar 
and  the  satellite  data  with  the  remaining  portion  of  the  data, 
would  have  provided  the  folks  in  Tulsa  with  more  information  upon 
which  to  make  a  judgment  as  to  when  to  update  from  a  severe 
thunderstorm  to  a  tornado  warning.  I  am  not  saying  that  that 
would  have  also  changed  the  event,  because  it  is  difficult  in  the 
heat  of  the  event  to  decide  exactly  what  would  have  been  the 
amount  of  information  that  would  have  moved  the  threshold  one 
way  or  the  other. 

I  have  learned  over  the  years,  having  been  an  operational  fore- 
caster myself,  and  also  have  seen  many  cases  of  severe  weather 
events,  I  have  learned  over  the  years  that  it  is  very,  very  difficult 
to  second-guess  what  is  going  on  in  the  mind  of  the  individual  that 
is  sitting  there,  recognizing  that  they  have  to  make  a  decision 
based  on  a  moment's  notice  on  what  is  happening.  In  this  particu- 
lar case,  minutes  can  mean  the  safety  of  life.  You  do  not  have  time 
to  evaluate  everything,  sort  it  all  out,  and  make  a  very  leisurely 
decision  on  what  kind  of  weather  warning  to  issue. 

The  fact  is  that  the  modernization  has  allowed  us  to  double  the 
accuracy  of  weather  warnings  and  to  significantly  increase  the  lead 
time  overall.  Mother  Nature,  however,  still  keeps  a  lot  of  secrets 
from  us  and  we  are  going  to  have  problems  like  this  in  the  future. 
We  are  continuing  to  try  to  work  with  the  system,  trying  to  work 
with  the  science  to  better  understand  it. 

But  I  will  get  that  report  to  you  as  soon  as  it  is  available,  sir, 
and 

Senator  GREGG.  I  am  sure  that 

Senator  Bumpers.  You  know  the  movie  that  is  breaking  all  the 
records  right  now,  do  you  not?  It  is  "Twister."  Were  you  getting 
tired  of  hearing  about  the  course  of  that  tornado  this  spring? 

Senator  Gregg.  No;  it  is  a  very  serious  situation  and  my  concern 
is  as  to  the  credibility  and  being  concerned  about  it  I  assure  you 
that,  that  there  is  a  desire  to  see  this  station,  to  see  this  facility, 
to  see  the  radar  in  place  and  up  and  functioning  before  1998. 

Senator  Bumpers.  Thank  you,  Mr.  Chairman.  I  am  sure  that  you 
folks  will,  too. 

Dr.  Baker.  Let  me  just  say  that  modernization  of  the  Weather 
Service  and  getting  these  things  in  place  is  our  No.  1  priority. 

Senator  Bumpers.  Dr.  Baker,  Dr.  Friday  just  said  that  you 
missed  1  out  of  10.  Are  you  talking  about  with  the  new  doppler? 
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Dr.  Friday.  Yes,  sir. 

Senator  Bumpers.  What  did  you  miss  before? 
Dr.  Friday.  Five  out  of  ten. 

Senator  Bumpers.  Five  out  of  ten?  Do  you  have  a  next-genera- 
tion radar  under  development? 
Dr.  Friday.  Not  at  the  moment,  no. 
Senator  BUMPERS.  Thank  you,  Mr.  Chairman. 

ZEBRA  MUSSELS 

Senator  GREGG.  Certainly.  The  Senator  from  Vermont? 

Senator  Jeffords.  Thank  you.  I  would  like  to  go  to  another  part 
of  the  country,  Lake  Champlain.  I  have  a  couple  of  questions.  In 
the  1996  appropriations  bill,  money  was  set  aside  for  zebra  mussels 
control.  I  just  wanted  to  know  whether  you  intend  any  of  that  to 
go  to  Vermont,  which  has  been  suddenly  very  infested  and  we  are 
doing  our  best,  but  it  is  clogging  our  inlets  to  our  water  supplies 
and  all  and  is  fast  moving.  It  is  my  understanding  that  some  of 
that  money,  I  think  $100,000,  was  anticipated  to  be  going  to  Ver- 
mont. I  wondered  if  you  intend  any  of  it  to  go  to  Vermont. 

Dr.  Baker.  Let  me  say,  Senator,  that  the  zebra  mussel  problem 
is  one  piece  of  this  very  big  problem  that  we  have  with  non-indige- 
nous species  taking  over. 

Senator  Jeffords.  Right. 

Dr.  Baker.  What  we  have  in  the  zebra  mussels  is  one  of  the 
worst  examples.  It  grows  so  fast,  it  clogs  the  intakes,  and  it  is  a 
huge  problem.  We  have  been  working  both  in  the  sea  grant  pro- 
gram and  with  other  moneys  that  Congress  has  appropriated  to  un- 
derstand as  much  as  we  can  about  that.  We  have  not  identified  a 
specific  zebra  mussel  dollar  amount  in  the  budget,  but  we  expect 
that  a  fair  amount  of  money  will  be  spent  through  the  sea  grant 
program  on  zebra  mussel  activities  in  this  coming  year.  But  we  see 
that  happening  through  the  sea  grant  program  and  the  sea  grant 
activity  as  opposed  to  a  specific  line  item. 

Senator  JEFFORDS.  I  understand  that,  but  do  you  have  the  inten- 
tion to  look  at  specific  areas  where  the  infestation  is  spreading  to 
try  and  better  understand  what  can  be  done  to  control  it?  Is  that 
part  of  the  program? 

Dr.  Baker.  Part  of  the  program  is  to  understand  what  happens 
in  the  worst  areas.  We  have  not  identified  specific  areas  to  tell  sea 
grant  they  should  go  there,  but  we  expect  that  sea  grant  will  be 
expending  money  on  zebra  mussels  in  this  coming  year.  It  is  a  very 
important  problem,  and,  as  I  say,  only  one  piece  of  a  broader  prob- 
lem. You  see  it  very  much  in  Lake  Champlain.  I  understand  that. 

Senator  Jeffords.  Yes;  and  our  biggest  city  and  all  there  are 
very  much  concerned  about  what  is  going  on,  so  just  keep  that  in 
mind,  please. 

Dr.  Eaker.  This  is  a  huge  problem  of  mitigation.  I  wish  we  could 
find  a  way  to  get  engaged  in  the  mitigation  activities  as  opposed 
to  the  research.  I  do  not  know  the  answer  to  that  question,  but  it 
is  a  water  problem.  We  are  starting  to  see  zebra  mussels  all  over 
the  United  States  right  now. 
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AIR  POLLUTANT  IN  THE  WATER 


Senator  Jeffords.  The  second  area  of  concern  always,  of  course, 
is  the  pollution  in  the  water,  either  coming  from  the  air  or  coming 
from  the  pollutants  that  get  in  through  other  sources.  With  respect 
to  air  pollution,  though,  and  I  just  came  back  from  a  meeting  with 
the  Canadian  parliamentarians  and  they  also  expressed  their  con- 
cern about  what  we  are  going  to  be  doing  and  restructuring  the 
electric  utility  area  with  the  wheeling  of  power  and  putting  more 
emphasis,  and  we  also  are  aware  of  some  of  the  loopholes  in  the 
air  pollution  laws  with  respect  to  existing  fossil  fuel  generators 
who,  I  believe,  had  the  ability  to  increase  their  production  without 
running  into  the  problems  of  the  Clean  Air  Act. 

I  just  wanted  to,  one,  if  you  are  not  aware  of  that,  make  you 
aware  of  it,  and  second,  if  you  are  aware  of  it,  are  you  going  to  at 
least  direct  attention  toward  ensuring  that  we  do  not  increase  the 
acid  rain  over  and  above  the  anticipated  pollution  from  our  Clean 
Air  Act  if  we  get  into  the  changing  of  the  generation  program. 

Dr.  Baker.  This  is  a  very  big  problem  for  us  and  we  have  discov- 
ered that  it  is  a  much  broader  problem  than  we  had  originally  ex- 
pected. The  pollution  in  the  Chesapeake  Bay,  to  a  large  extent,  de- 
rives from  airborne  pollutants  that  come  from  a  much  wider  area 
than  just  the  watershed  that  runs  into  the  Chesapeake  Bay.  The 
airshed  is  much  of  the  Northeast  of  the  United  States. 

So  we  know  that  these  are  pollutant  problems.  We  are  involved 
in  NOAA  in  monitoring  air  quality  and  doing  research  on  that  in 
certain  limited  areas.  But  it  is  a  problem  that  we  have  seen  now 
even  in  the  coastal  waters,  a  serious  issue.  So  we  have  now  begun 
in  our  coastal  programs  to  look  at  the  impacts  of  air  pollution  on 
water  pollution.  It  is  a  really  important  problem  for  us. 

Senator  Jeffords.  Thank  you.  When  we  get  into  this  regenera- 
tion or  new  aspects  of  producing  power  in  this  area,  it  could  really 
change  the  dynamics  tremendously  in  that  area.  Thank  you. 

CLOSING  STATEMENT 

Senator  GREGG.  I  would  like  to  join  that  concern  that  the  Sen- 
ator from  Vermont  has  expressed.  We,  like  Vermont,  tend  to  be  on 
the  short  end  of  the  weather  map. 

I  am  wondering,  just  sort  of  as  a  closing  thought,  if  you  could 
give  me  your  thoughts  on  the  pluses  and  minuses  of  NOAA  being 
an  independent  agency. 

Dr.  Baker.  Is  there  anybody  from  the  Department  of  Commerce 
here?  [Laughter.l 

This  idea  of  NOAA  as  an  independent  agency  is  one  that  cer- 
tainly has  been  discussed  for  a  long  time,  but  let  me  tell  you  why 
I  think  it  is  not  a  good  idea.  I  came  to  that  conclusion  as  a  person 
coming  into  NOAA  from  the  outside  and  really  with  the  view  that 
it  would  be  a  very  viable  thing. 

I  believe  that  the  21st  century,  the  success  of  any  country  in  the 
21st  century  depends  on  having  a  very  strong  economy.  This  is 
what  is  going  to  drive  success.  It  is  not  military  strength,  it  is  eco- 
nomic strength.  We  have  to  have  economic  strength  and  a  sustain- 
able economy.  The  only  way  you  have  a  sustainable  economy  is  to 
deal  with  your  natural  environment  in  the  right  way.  You  have  to 
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protect  people  and  life  and  property  from  environmental  disasters 
and  you  have  to  have  sustainable  use  of  your  natural  resources, 
and  you  have  to  do  this  in  the  context  of  the  private  sector. 

In  other  words,  our  fisheries  department,  the  National  Marine 
Fisheries  Service,  works  very  closely  with  the  commercial  fishing 
industry.  One  of  the  reasons  that  we  have  a  good  relationship  is 
because  we  are  part  of  the  Department  of  Commerce,  where  busi- 
ness is  represented  as  well  as  the  scientific  aspects.  They  tried  hav- 
ing NMFS  in  the  Department  of  the  Interior  and  it  did  not  work. 
It  was  not  Commerce.  It  went  into  Interior.  It  came  back  because 
you  have  to  have  representation  of  business. 

We  believe  that  what  we  do  in  helping  businesses  react  to  weath- 
er changes,  the  insurance  companies,  and  so  on,  is  something  that 
can  be  done  best  in  this  context  of  the  private  sector,  and  the  De- 
partment of  Commerce  is  the  only  Department  that  has  this. 

I  am  absolutely  convinced  that  this  is  the  right  way  for  the  coun- 
try to  grow.  I  think  that,  in  fact,  we  ought  to  have  a  larger  Depart- 
ment of  Commerce  because  this  is  the  place  where  environment 
and  economics,  economic  growth,  all  come  together,  and  I  think  it 
is  critical  for  the  success  of  the  country. 

So  I  would  like  to  see  NOAA  have  more  money.  We  are  asking 
for  a  9-percent  growth.  But  I  do  think  it  is  very  important  that  we 
be  in  the  context  and  at  the  table  with  the  representatives  of  busi- 
ness. Fishery  management  councils  are  a  good  example.  We  work 
closely  with  the  commercial  weather  services,  industry.  We  work 
closely  with  the  insurance  industry  in  our  coastal  zone  work.  This 
is  absolutely  critical,  and  that  connection,  I  think,  is  important.  We 
get  it  from  the  Commerce  Department  and  that  is  why  I  think  it 
is  important  for  us  to  be  there. 

Senator  Gregg.  Secretary  Kantor  would  be  proud. 

There  is  another  reason  that  you  may  want  to  be  there,  and  that 
is  to  find  you  this  $173  million.  We  are  probably  going  to  have  to 
look  at  other  parts  of  the  Commerce  Department,  and  in  the  bat- 
ting order  of  priorities,  yours  is  at  the  top  of  my  list,  so  you  are 
likely  to  do  better  than  things  like  ATP,  which  gives  you  some 
flexibility. 

We  thank  you.  You  run  a  good  Department.  We  look  forward  to 
working  with  you,  and  any  way  we  can  help  you,  we  want  to  help 
out. 

Dr.  Baker.  Could  I  just  say  a  word  in  defense  of  ATP? 

Senator  Gregg.  No.  [Laughter.] 

We  went  through  that  with  the  Secretary  last  week.  Thank  you 
very  much.  Quit  while  you  are  ahead. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Any  additional  questions  from  myself  or  any  other  Senators  will 
be  submitted  to  you  for  your  response. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:! 
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Questions  Submitted  by  Senator  Judd  Gregg 
staffing  at  noaa 

Question.  By  the  end  of  fiscal  year  1997  NOAA  plans  to  have  reduced  its  Full 
Time  Equivalent  work  years  (FTE's)  by  1,130  from  the  fiscal  year  1993  ceiling  of 
14,309.  By  1999,  they  plan  to  have  reduced  FTE's  by  2,399.  Please  provide  more  de- 
tail on  how  continued  streamlining  will  be  accomplished  over  the  next  few  years? 
How  many  reductions  will  be  taken  at  headquarters  versus  the  field  offices?  Which 
programs  will  be  impacted,  and  to  what  extent? 

Answer.  NOAA  has  been  making  steady  progress  in  achieving  the  significant 
downsizing  (a  16  percent  reduction  in  its  fiscal  year  1993  workforce)  proposed  in  its 
Streamlining  Plan.  At  the  end  of  fiscal  year  1995,  NOAA's  FTE  utilization  was 
14,202  or  124  FTE's  below  its  fiscal  year  1995  ceiling.  As  of  mid-fiscal  year  1996, 
NOAA  projects  its  end  of  year  FTE  usage  will  be  13,494  which  would  be  380  below 
its  fiscal  year  1996  ceiling. 

NOAA  is  contributing  to  Secretary  Kantor's  initiative  to  further  reduce  by  5  per- 
cent the  Department's  fiscal  year  1997  FTE  usage.  This  will  reduce  NOAA's  fiscal 
year  1997  ceiling  to  13,000  FTE,  an  additional  reduction  of  179  FTE. 

NOAA  proposes  to  reach  its  fiscal  year  1997  target  through  the  continued 
downsizing  resulting  from  the  National  Weather  Service  (NWS)  Weather  Moderniza- 
tion program  and  its  associated  major  systems  activities.  In  addition,  reductions  will 
be  made  in  the  program  support  activities  in  both  the  Office  of  NOAA  Corps  Oper- 
ations and  the  Office  of  Finance  and  Administration.  Smaller  scale  reductions  will 
occur  across  most  organizations  as  NOAA  works  to  achieve  its  NPR  goals  of  approxi- 
mately a  42  percent  net  reduction  in  target  categories  (headquarters,  supervisory 
and  administrative  personnel).  NOAA  will  also  aggressively  pursue  the  use  of  the 
Department's  unutilized  buyouts  to  achieve  its  fiscal  year  1997  ceiling. 

NOAA's  Streamlining  Plan  originally  proposed  to  transfer  the  functions  of  the  Na- 
tional Ocean  Services  (NOS)  Aeronautical  Charting  Division  (ACD)  and  the  Na- 
tional Marine  Fisheries  Service  (NMFS)  Seafood  Inspection  Program  either  to  pri- 
vate industry  or  to  other  agencies  to  help  achieve  its  fiscal  year  1997  reduction.  The 
Office  of  Management  and  Budget  has  agreed  to  one  year  delay  in  the  transfer  of 
the  ACD  to  the  Federal  Aviation  Administration  so  that  final  details  may  be  com- 
pleted and  restored  these  FTE  to  NOAA's  fiscal  year  1997  ceiling.  Further,  after  an 
extensive  effort  it  has  been  determined  that  the  transfer  or  privatization  of  the  Sea- 
food Inspection  Program  are  not  viable  options.  The  Administration  is  exploring  the 
option  to  establish  it  as  a  Performance-based  Organization  (PBO).  As  proposed,  the 
PBO  would  provide  the  Executive  Officer  of  the  organization  with  enhanced  FTE 
flexibility  by  removing  the  program  from  the  Department's  current  FTE  limitations. 

NOAA  proposes  to  achieve  its  fiscal  year  1998  ceiling  through  the  accomplishment 
of  the  two  above  actions  plus  the  continued  downsizing  resulting  from  the  NWS 
Modernization  Program  and  efficiencies  achieved  in  program  support  activities 
through  the  implementation  of  the  automated  Commerce  Administrative  Manage- 
ment System  (CAMS)  and  Electronic  System  for  Personnel  (ESP). 

NOAA's  Streamlining  Plan  does  not  specifically  report  planned  reductions  by 
headquarters  and  field  locations.  The  NPR  target  categories  reported  in  the  Stream- 
lining Plan  identify  Supervisors,  Personnel  Specialists,  Budget  Specialists,  Acquisi- 
tion Specialists  and  Accountants  and  Auditors  separately,  and  then  lumps  the  re- 
maining personnel  in  headquarters  positions  into  a  Headquarters  category.  These 
headquarters  may  be  in  field  locations  such  as  a  NWS  or  NMFS  Regional  Head- 
quarters or  as  part  of  the  national  headquarters  activities.  NOAA's  streamlining 
plan  proposes  that  1,720  (over  70  percent)  of  the  positions  to  be  reduced  are  within 
its  NPR  categories. 

BUDGET  JUSTIFICATIONS 

Question.  On  page  112  of  the  conference  report  to  accompany  H.R.  2076,  the  fiscal 
year  1996  appropriations  bill,  there  is  a  statement  of  the  managers  concurring  with 
the  House  and  Senate  Reports  regarding  how  the  NOAA  budget  is  displayed  in  the 
Congressional  Budget  Submission  provided  to  the  Committees  on  Appropriations. 
Complete  and  clear  information  is  crucial  in  order  for  the  committee  to  conduct 
proper  oversight  of  taxpayer  funds  spent  in  this  area.  Can  you  please  provide  to  the 
Committee  an  update  on  progress  towards  this  new  budget  structure? 

Answer.  NOAA  has  been  working  closely  with  the  Department  of  Commerce  and 
the  Office  of  Management  and  Budget  on  a  revised  budget  structure.  NOAA  will  be 
providing  the  staffs  of  the  Appropriations  and  Authorizations  Committees  a  proposal 
for  discussion  over  the  next  few  months.  NOAA  expects  that  those  discussions  will 
result  in  a  number  of  modifications  to  the  its  proposal. 
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The  NOAA  proposal  attempts  to  address  the  concerns  raised  in  the  report  regard- 
ing the  desire  to  display  the  request  by  program  office  and  activity  while  incorporat- 
ing the  NOAA  strategic  planning  goals. 

WEATHER  SERVICE  MODERNIZATION — SYSTEMS 

Question.  AWIPS  accounts  for  the  largest  increase  in  the  NOAA  budget  this  year 
(up  $69.8  million  to  a  request  of  $119.8  million).  A  large  procurement,  especially  in 
such  complex  technology,  is  likely  to  show  some  bumps  in  funding.  However,  the  es- 
timates for  AWIPS  seem  to  keep  changing.  The  original  fiscal  year  1996  budget  pro- 
jected (1)  an  fiscal  year  1997  cost  of  $85  million,  and  (2)  total  system  costs  through 
the  year  2000  of  $501  million.  After  a  restructuring  of  the  program  last  year,  the 
revised  projections  were  (1)  $138  million,  and  (2)  total  costs  estimated  at  $616  mil- 
lion. Now,  we  understand  the  estimates  have  changed  again.  What  are  your  current 
cost  estimates  and  why  have  they  changed? 

Answer.  The  fiscal  year  1997  President's  budget  request  for  AWIPS  is  $119.8  mil- 
lion, with  life  cycle  costs  through  the  year  2001  totaling  $597.2  million.  If  the  Com- 
mittee concurs  with  the  recently  submitted  NOAA  reprogramming,  then  the  total 
life  cycle  costs  through  2001  are  $612.2.  The  initial  budget  projection  of  $138  million 
for  fiscal  year  1997  (with  life  cycle  costs  through  the  year  2001  totaling  $616  mil- 
lion) was  provided  to  Committee  staff  in  August  of  1995  with  the  understanding 
that  they  were  preliminary  and  subject  to  change.  Further  review  has  led  to  a  re- 
phasing  of  Deployment  Phase  costs  in  fiscal  year  1997  and  fiscal  year  1998.  The 
total  costs  for  these  two  years  have  basically  stayed  the  same  between  the  initial 
estimate  and  the  President's  fiscal  year  1997  budget  request. 

Question.  Given  the  fluctuations  in  this  program,  please  provide  to  the  committee 
written  quarterly  reports  that  compare  current  estimates  and  previous  estimates 
along  with  an  explanation  of  the  changes. 

Answer.  The  budget  estimates  for  fiscal  year  1997  and  1998  remain  unchanged 
from  the  fiscal  year  1997  President's  budget  request.  These  estimates  are  consistent 
with  the  Mod  B  figures  previously  presented  to  the  Committee  staff.  We  will  comply 
with  the  Committee's  request  concerning  quarterly  reports  identifying  any  changes 
to  those  figures. 

The  program  Estimate  at  Completion,  which  includes  all  costs  through  the  end 
of  nationwide  deployment  but  does  not  reflect  total  life  cycle  costs  (see  above),  re- 
mains approximately  $525  million.  As  we  complete  negotiations  with  the  prime 
AWIPS  contractor  for  the  Deployment  Phase,  we  will  revise  this  estimate  as  appro- 
priate. We  will  advise  you  of  any  changes  in  the  Estimate  at  Completion  and  the 
reasons  for  those  changes. 

Question.  A  related  issue  in  AWIPS  is  the  timing  of  the  deployment  (i.e.  when  the 
new  terminals  and  new  software  are  actually  installed  in  the  field  offices).  NOAA 
advocates  an  incremental  approach.  GAO  and  the  Commerce  Inspector  General 
would  rather  see  NOAA  move  towards  a  more  complete  development  of  the  software 
before  deploying  it  in  the  field.  What  are  the  potential  budget  risks  involved  with 
NOAA's  current  approach  versus  the  GAO/I.G.  recommended  approach? 

Answer.  NOAA  has  implemented  an  incremental  approach  to  system  develop- 
ment, acting  on  a  recommendation  by  the  Independent  Review  Team  in  1994.  This 
approach  is  rapidly  becoming  the  industry  standard  for  information  systems  devel- 
opment. In  recent  discussions  with  both  the  GAO  and  the  OIG,  they  have  agreed 
that  incremental  development  is  a  proper  course  for  the  development  of  AWIPS. 

There  is  disagreement,  however,  in  the  deployment  strategy  for  the  incremental 
builds.  NOAA  plans  to  deploy  each  incremental  build  as  soon  as  it  has  been  devel- 
oped, integrated  into  the  system,  and  tested.  This  approach  allows  the  operational 
forecasters  to  have  access  to  phased  improvements  in  AWIPS  capabilities  as  rapidly 
as  possible.  Much  of  the  later  software  builds  are  planned  to  add  additional  applica- 
tion capability,  rather  than  system  capability. 

NOAA's  approach  to  incremental  deployment  has  several  benefits.  Training  fore- 
casters to  use  the  new  hydrometeorlogical  applications  will  be  more  efficient.  Rather 
than  having  to  learn  all  the  new  techniques  and  integrate  them  into  operations  at 
one  time,  they  can  learn  to  use  the  applications  as  they  become  available.  All 
Weather  Forecast  Offices  will  immediately  have  access  to  all  the  modernized  data 
sets  (e.g.,  WSR-88D,  GOES,  and  NCEP  models)  in  an  integrated  fashion  that  will 
make  the  forecast  operation  more  effective  and  lead  to  improved  forecast  and  warn- 
ing services  as  soon  as  possible. 

In  addition,  NOAA's  strategy  results  in  completing  a  2-year  deployment  by  De- 
cember 1998.  By  contrast,  the  strategy  advocated  by  these  oversight  organizations 
would  not  allow  deployment  to  be  complete  until  at  least  a  year  later  than  under 
the  NOAA  strategy.  Although  the  costs  associated  with  hardware  procurements 
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would  not  be  required  until  later,  this  extension  of  the  program  would  bring  addi- 
tional costs  to  the  program. 

SATELLITE  PROCUREMENT — GOES 

Question.  The  second  largest  increase  in  NOAA's  budget  this  year  is  a  net  $52.8 
million  increase  for  a  total  of  $206  million  for  Geostationary  satellites  (GOES).  The 
construction  and  launching  of  GOES  satellites  are  contracted  for  through  the  pri- 
vate sector.  Because  satellites  have  a  limited  life  in  space,  procurement  of  satellites 
is  a  continuous  effort  with  peaks  and  valleys  according  to  what  stage  in  the  procure- 
ment cycle  we  are  in.  Fiscal  year  1997  funding  is  for  clones  of  the  current  GOES 
satellites.  The  cost  of  this  program  rises  to  about  $400  million  in  the  year  2001 
when  launches  are  taking  place.  What  will  the  total  costs  of  each  clone  be  as  com- 
pared with  the  cost  of  each  GOES  in  the  previous  series?  Since  these  are  clones, 
why  would  there  be  production  line  ramp-up  costs  or  ground  system  update  costs? 
Aren't  there  savings  for  this  series  by  using  the  same  basic  model  of  satellite? 

Another  issue  with  GOES  at  the  moment  seems  to  be  whether  we  need  3  or  4 
of  these  clones.  You  testified  previously  that  your  request  assumes  we  need  4  GOES 
clones.  Is  there  some  uncertainty  in  this  area  that  could  affect  future  year  funding? 

Answer.  GOES  I-M  spacecraft  cost  is  a  total  of  $1,228.5  million  or  $246  million 
per  satellite.  If  you  compare,  N-Q  costs  for  the  same  items  included  in  the  GOES 
I-M  costs  the  total  N-Q  costs,  would  be  $924.9  million  or  $231  million  per  satellite. 

The  ramp-up  in  the  costs  for  the  clones  include  increases  for  Sounding  X-Ray 
Imager  (SXI)  instruments,  mission  operations,  program  and  ground  support,  produc- 
tion increase  for  extended  schedule  and  sustaining  engineering  support,  and  infla- 
tion. The  process  of  maintaining  requires  the  continuous  upgrading  and  mainte- 
nance of  equipment  and  software.  Independent  of  the  life  cycle  limitation  of  the 
equipment,  technology  changes  also  require  upgrades  to  the  ground  system.  The 
ground  system  was  originally  designed  for  the  life  time  of  the  I-M  series.  Since  the 
life  cycle  for  the  I-M  series  is  being  extended  by  buying  clones,  the  ground  systems 
must  be  updated. 

SATELLITE  PROCUREMENT— POLAR  CONVERGENCE 

Question.  The  third  largest  increase  in  NOAA's  budget  this  year  is  a  $38.7  million 
increase,  for  a  total  of  $78.2  million,  to  continue  convergence  of  the  Polar  Orbiting 
satellite  systems  in  the  Departments  of  Commerce  and  Defense,  and  within  NASA. 
NOAA  has  testified  that  this  convergence  will  save  $1  billion  over  the  program  life. 
Could  you  provide  to  the  subcommittee  an  update  on  these  efforts,  any  new  esti- 
mates for  fiscal  year  1996  or  fiscal  year  1997,  and  the  estimated  savings  by  year? 

Answer.  The  current  National  Polar  Orbiting  Operational  Environmental  Satellite 
System  (NPOESS)  estimate  is  that  convergence  will  save  over  $1  billion  when  com- 
pared to  planned  separate  Defense  and  NOAA  budgets.  In  addition,  the  NPOESS 
program  is  optimizing  convergence  that  could  achieve  additional  savings. 

As  briefed  to  committee  staff  on  May  29,  1996,  the  NPOESS  program  is  in  the 
midst  of  developing  their  newly  optimized  convergence  program  which  will  be  pre- 
sented to  the  Executive  Committee  (EXCOM)  in  July  1996.  This  newly  optimized 
convergence  program  essentially  develops  the  NPOESS  architecture  at  a  more  opti- 
mal rate  than  previously  planned.  The  result  is  less  near  term  funding  needed  than 
previously  requested. 

In  fiscal  year  1996,  the  $39.5  million  appropriation  is  being  reduced  by  $29  mil- 
lion to  $10.5  million,  a  reprogramming  request  to  move  the  $29  million  to  other  pro- 
grams will  be  submitted  to  the  committee  shortly.  The  $10.5  million  of  fiscal  year 
1996  funds  is  fully  committed. 

In  fiscal  year  1997,  the  NPOESS  program  seeks  to  make  the  Air  Force  and  NOAA 
contributions  equal  in  the  amount  of  $29  million  each  for  a  total  of  $58  million.  The 
revised  NOAA  request  of  $29  million  is  $49.2  million  less  than  the  requested  budget 
of  $78.2  million. 

Millions 

Fiscal  year  1996/1997  summary: 

Fiscal  year  1996  NPOESS  NOAA  appropriation  $39.5 

Less  revised  fiscal  year  1996  NPOESS  DOC  budget  -  10.5 

Fiscal  year  1996  reprogramming  29.0 

Fiscal  year  1997  President's  doc  budget  78.2 

Less  revised  fiscal  year  1997  NPOESS  DOC  budget 29.0 

Fiscal  year  1997  reduction/savings  49.2 
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NOAA  FLEET  AND  CORPS 

Question.  The  NOAA  fleet  last  year  consisted  of  24  ships,  18  of  which  were  active. 
This  year,  the  list  of  active  ships  is  down  to  13  vessels.  NOAA  has  proposed  various 
versions  in  the  past  few  years  to  modernize  this  aging  fleet  of  research  vessels.  This 
plan  started  out  with  a  cost  estimate  of  $1.9  billion,  then  went  down  to  $1  billion 
last  year.  Our  fiscal  year  1996  Senate  report  from  September  instructed  NOAA  to 
study  this  issue  and  report  to  the  committee  by  December  1995.  What  is  the  status 
of  this  review? 

Answer.  Regarding  the  number  of  active  ships,  in  fiscal  year  1996  NOAA  has  16 
ships  active  and  plans  to  have  15  active  in  fiscal  year  1997. 

NOAA  has  completed  its  review  in  response  to  the  Senate  report  and  submitted 
it  on  May  29,  1996  to  OMB  for  clearance.  The  report  will  be  forwarded  to  Congress 
after  clearance  is  received. 

Question.  In  the  meantime,  the  Commerce  Inspector  General  has  conducted  a 
study  on  the  fleet  which  calls  for  a  termination  of  the  modernization  plan  and  a  de- 
commissioning of  the  fleet.  Does  NOAA  have  a  response  to  this  report  in  writing? 

Answer.  NOAA  has  responded  to  the  OIG  report  in  writing  and  the  response  was 
included  as  an  attachment  to  the  final  OIG  report. 

Question.  Is  it  true  that  NOAA  could  make  better  use  of  the  more  modern  Univer- 
sity fleet? 

Answer.  Yes,  NOAA  intends  to  take  better  advantage  of  the  UNOLS  oceano- 
graphic  research  fleet  to  meet  program  needs.  In  fiscal  year  1997  NOAA  will  use 
UNOLS  ships  to  replace  some  of  the  support  previously  provided  by  two  older  and 
less  efficient  ships  the — Discoverer  and  Malcolm  Baldrige — which  will  be  taken  out 
of  service  in  fiscal  year  1996.  The  remainder  of  NOAA's  oceanographic  research 
needs  will  be  met  by  two  new  and  modern  NOAA  ships,  the  Ka'Imimoana  and  the 
Ronald  H.  Brown  (previously  referred  to  as  the  Researcher  or  NOAA  AGOR). 

Question.  NOAA  has  proposed  decommissioning  the  Corps  of  officers  that  have  op- 
erated the  fleet.  What  are  the  savings  associated  with  this  proposal  in  terms  of  posi- 
tions and  in  terms  of  funding?  Can  you  provide  us  with  estimates  by  year  of  these 
savings  through  the  year  2001? 

Answer.  The  NOAA  Corps  has  been  actively  downsizing  since  fiscal  year  1994. 
The  current  on  board  strength  has  been  reduced  from  412  to  342  with  a  fiscal  year 
1999  goal  of  285  officers  or  civil  servants  in  the  case  the  Corps  is  eliminated.  We 
will  notify  Congress  when  the  final  study  is  completed. 

NOAA  CONSTRUCTION  BUDGET:  LABORATORIES  STUDY 

Question.  NOAA  has  requested  a  decrease  in  its  budget  for  construction  this  year. 
Could  you  please  provide  the  Committee  with  an  update  on  any  review  currently 
underway  regarding  NOAA's  Laboratory  needs?  In  addition,  could  you  please  pro- 
vide the  Committee  with  a  status  report  on  environmental  compliance  efforts  at  lab- 
oratories where  NOAA  personnel  are  located,  including  the  amount  of  funding  re- 
quired to  bring  all  labs  into  compliance  with  applicable  regulations? 

Answer.  In  response  to  Congressional  requests  contained  in  1996  Senate  Author- 
ization (S.  1142),  House  Appropriations  (H.R.  2076),  and  House  Authorization  (H.R. 
1815)  bills,  NOAA  is  preparing  reports  on  the  NMFS  and  ERL  with  respect  to  the 
physical  condition  of  the  facilities  themselves,  and  the  relationship  of  the  labs'  re- 
search to  NOAA's  missions.  Each  makes  recommendations  on  steps  to  optimize  the 
laboratories'  contributions  to  NOAA's  responsibilities.  The  reports  are  in  the  process 
of  being  cleared.  We  anticipate  their  delivery  to  Congress  shortly. 

In  fiscal  year  1996,  all  major  NOAA  laboratories  will  be  undergoing  internal  envi- 
ronmental compliance  audits  to  determine  their  compliance  with  applicable  environ- 
mental requirements.  Initial  results  from  these  individual  audits  will  be  available 
by  January  1997  for  programmatic  evaluation,  and  it  is  anticipated  that  some  prob- 
lem areas  will  be  identified.  Since  specific  audit  results  are  not  yet  available,  the 
status  of  compliance  at  NOAA's  laboratories  is  unknown  at  this  time. 

Although  comprehensive  data  and  cost  information  is  not  currently  available,  the 
current  funding  requirements  for  environmental  compliance  at  NOAA's  laboratories 
can  be  roughly  estimated  by  adding  two  component  sources  of  information.  The  first 
component  source  of  information  is  NOAA's  current  project  backlog  listing.  The  list 
indicates  that  the  capital  expenditures  necessary  to  bring  NOAA  laboratories  into 
compliance  is  approximately  $6.45  million.  The  second  component  source  of  informa- 
tion is  a  recent  data  collection  to  determine  the  annual  operating  costs  for  hazard- 
ous materials  and  wastes  management.  The  estimate  for  NMFS  and  OAR  is  ap- 
proximately $3. 15  million/year.  The  sum  of  these  two  components  indicates  a  cur- 
rent estimated  need  of  approximately  $9.6  million. 
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NOAA  conducts  many  field  research  activities  aboard  its  fleet  of  ships.  Environ- 
mental audits  of  the  ships  will  also  be  conducted  and  probably  will  result  in  addi- 
tional requirements  and  costs  to  bring  the  ships  into  compliance.  NOAA  plans  to 
decommission  six  (6)  ships  in  its  fleet,  and  environmental  compliance  associated 
with  taking  these  ships  out  of  service  is  currently  estimated  to  be  approximately 
$1.6  million  (this  amount  is  not  included  in  the  $9.6  million  figure,  above). 

COMMERCIAL  VERSUS  RECREATIONAL  FISHING  INDUSTRIES 

Question.  Secretary  Kantor  testified  regarding  NOAA's  role  in  managing  the  com- 
mercial and  recreational  fishing  industries  (his  written  testimony  estimated  a  total 
$40  billion  fishing  industry  in  the  U.S.,  his  verbal  testimony  indicated  it  might  be 
larger  than  this).  Can  you  provide  the  subcommittee  with  details  on  how  this  $40 
billion  estimate  was  determined  and  an  estimate  of  how  this  $40  billion  is  divided 
between  recreational  and  commercial  fishing?  How  much  of  the  NOAA  budget  for 
fiscal  year  1997  is  specifically  devoted  to  work  relating  to  recreational  fishing?  How 
much  of  the  NOAA  budget  is  devoted  to  work  relating  to  commercial  fishing?  While 
some  of  funding  might  impact  both  industries,  please  give  your  best  estimate  of  the 
two  funding  amounts  by  industry,  including  a  list  of  programs  which  are  designed 
specifically  for  enhanced  management  of  recreational  vs.  commercial  fishing? 

Answer.  The  $40  billion  cited  by  Secretary  Kantor  represents  the  total  contribu- 
tion of  commercial  fishing  to  the  national  economy  as  measured  by  margin,  value 
added,  and  sales.  These  measures  are  consistent  with  the  Bureau  of  Census  defini- 
tions and  are  included  in  the  publication  "Fisheries  of  the  United  States,"  1994  pub- 
lished in  August  1995  by  the  U.S.  Department  of  Commerce. 

The  NOAA  budget  and  its  Strategic  Plan  are  not  structured  in  a  manner  that  al- 
lows for  a  breakout  of  commercial  and  recreational  funding.  NOAA  programs  con- 
tributing to  the  goal  of  Building  Sustainable  Fisheries,  Sustaining  Healthy  Coasts, 
and  Recovering  Protected  Species  benefit  both  the  commercial  and  recreational  sec- 
tors, and  therefore  are  not  easily  separated,  and  our  programs  are  not  designed  to 
favor  one  sector  over  another. 

For  example,  fisheries  science  and  research  and  habitat  protection  efforts  benefit 
both  sectors.  Stock  assessment  work  in  protected  species  helps  to  ensure  that  both 
commercial  and  recreational  fishing  activities  are  not  unnecessarily  curtailed  due  to 
lack  of  understanding  about  sizes  of  protected  species  stocks.  Enforcement  is  an- 
other example  where  it  is  impossible  to  distinguish  between  commercial  and  rec- 
reational (i.e.,  we  do  not  have  dedicated  commercial  or  recreational  fishing  enforce- 
ment agents). 

The  National  Marine  Fisheries  Service  is  currently  expanding  efforts  in  working 
with  the  important  recreational  fisheries  constituency.  A  staff  dedicated  to  Intergov- 
ernmental and  Recreational  Fisheries  has  been  established  at  the  NMFS  Silver 
Spring,  MD  headquarters  and  is  actively  working  to  improve  communications  and 
address  the  interests  of  recreational  fisheries  groups.  The  fiscal  year  1997  budget 
does  include  specific  funding  of  $5.9  million  for  National  Recreational  Fisheries  Sur- 
vey and  Recreational  Fishery  Harvest  Monitoring. 

WEATHER  SERVICE  MODERNIZATION:  CLOSING  OFFICES 

Question.  Secretary  Kantor's  earlier  testimony  mentioned  an  expected  savings  of 
$118  million  over  five  years  from  closing  of  NWS  field  offices.  Dr.  Baker's  testimony 
mentions  an  expected  savings  in  fiscal  year  1997  of  $7.4  million  if  Congress  passes 
the  proposed  amendments  to  streamline  the  process  for  ensuring  continuation  of 
service  while  closing  offices.  Could  you  please  explain  in  more  detail  the  amend- 
ments to  "certification"  you  have  proposed,  including  the  initial  response  you  have 
received  from  the  authorizing  committees  in  the  House  and  Senate  regarding  these 
proposals? 

Answer.  Detailed  explanations  of  the  amendments  to  Public  Law  102-567  are  as 
follows: 

Certification. — The  certification  requirements  have  been  amended  to  eliminate  un- 
necessary documentation  and  analysis  required  for  each  certification  action.  The 
Secretary's  certification  of  an  action  to  be  taken  (consolidate,  automate,  or  close)  will 
be  based  on  scientific  and  technical  modernization  criteria  reviewed  by  the  NRC,  the 
Modernization  Transition  Committee  and  published  for  public  comment  in  the  Fed- 
eral Register. 

Notification. — Federal  Register  notification  and  the  60-day  public  comment  and 
review  period  for  each  certification  action  have  been  eliminated.  This  comment  pe- 
riod is  redundant  since  affected  users  already  have  the  opportunity  to  comment  on 
significant  issues  during  the  commissioning  and  decommissioning  process  that  pre- 
cede certification  as  well  as  during  development  of  criteria  for  certification.  In  addi- 
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tion,  the  requirement  to  publish  a  final  certification  in  the  Federal  Register  has 
been  dropped. 

Special  Users. — The  proposed  amendment  eliminates  the  requirement  for  a  special 
evaluation  on  the  effect  of  weather  services  to  State  users.  This  requirement  is  un- 
necessary because  the  Secretary  will  consult  with  users  prior  to  closure  and  certifi- 
cation. 

The  "air  safety  appraisal"  provision  contained  in  the  public  law  has  been  retained. 
This  provision  requires  the  Secretary  to  ensure  no-degradation  of  air  safety  prior  to 
closure  of  any  office  located  near  an  airport.  In  addition,  a  definition  of  the  air  safe- 
ty appraisal  term  has  been  included  to  provide  more  detail  on  revised  aviation 
weather  service  standards  and  required  coordination  with  the  aviation  industry.  In- 
cluded also  is  a  requirement  that  the  appraisal,  required  by  the  Act,  be  completed 
prior  to  September  30,  1996. 

Modernization  Transition  Committee  (MTC). — The  MTC  has  served  a  useful  pur- 
pose in  support  of  the  modernization.  Specifically,  the  MTC  evaluated  relocation  and 
consolidation  criteria  prior  to  publication  in  the  Federal  Register,  subsequent  reloca- 
tion and  consolidation  certifications,  as  well  as  other  elements  of  the  modernization. 
Under  the  proposed  amendment,  the  MTC  would  serve  out  its  role  and  terminate 
its  activities:  (1)  at  the  end  of  fiscal  year  1996;  or  (2)  90  days  after  the  deadline 
for  public  comment  on  the  modernization  criteria  for  certification  of  office  closures — 
whichever  is  later. 

For  the  balance  of  its  existence,  the  MTC  will  evaluate  the  remaining  criteria  for 
automation  and  closure  certifications,  and  make  recommendations  to  the  Secretary, 
as  appropriate.  Once  this  has  been  completed,  all  criteria  on  which  the  Secretary 
will  make  certification  decisions  will  have  been  reviewed  by  the  MTC,  as  well  as 
the  one  relocation  and  a  significant  number  of  the  consolidation  certifications.  The 
NWS,  however,  will  continue  to  consult  with  the  NRC  and  the  respective  user 
groups  throughout  the  transition  process  to  ensure  that  any  and  all  concerns  are 
addressed  in  an  appropriate  manner. 

The  initial  responses  received  from  the  House  Science  Committee  (Authorization) 
concerning  this  proposal  have  been  positive.  In  addition,  the  House  adopted  by  voice 
vote  on  May  29th  an  amendment  which  was,  in  large  part,  the  Administration  pro- 
posal. The  House  generally  supports  streamlining  unnecessary  and  burdensome  pro- 
visions under  the  current  public  law.  The  Senate  authorizing  committees  have  yet 
to  review  the  amendment. 

WEATHER  SERVICE:  HEADQUARTERS  STAFFING 

Question.  The  closing  of  NWS  field  offices  brings  up  the  question  of  whether  every 
effort  has  been  made  to  seek  administrative  savings  in  the  NWS  national  head- 
quarters office.  A  Department  of  Commerce  Inspector  General  Study  released  earlier 
this  year  identified  258  headquarters  positions  deemed  non-essential.  Could  you 
please  provide  the  Committee  with  your  reactions  to  this  report  including  why  you 
think  these  positions  should  or  should  not  be  eliminated.  How  many  positions  at 
NWS  headquarters  are  candidates  for  streamlining  initiatives? 

Answer.  Included  in  both  the  Strategic  Plan  for  the  NWS  Modernization  and  As- 
sociated Restructuring  (MAR)  and  the  NWS  Streamlining  Plan  are  very  significant 
reductions  in  positions  associated  with  NWS  headquarters  activities.  Under  the 
Streamlining  Plan,  the  NWS  will  have  reduced  headquarters  staffing  levels  by  over 
169  positions  between  fiscal  year  1995  through  fiscal  year  1999.  This  includes  a  re- 
duction of  56  positions  engaged  in  headquarters  activities  during  fiscal  year  1997. 
These  reductions  are  consistent  with  a  phased  draw-down  of  headquarters  activities 
designed  to  ensure  support  to  NWS  field  office  operations  during  the  MAR  transi- 
tion. Reductions  in  headquarters  activities  by  the  end  of  the  MAR  will  have  reduced 
NWS  overhead  functions  from  14  percent  to  11  percent,  an  impressive  achievement 
compared  to  other  Federal  agencies. 

With  respect  to  the  report  of  the  Office  of  the  Inspector  General  (OIG),  NOAA  con- 
tinues to  disagree  strongly  with  the  OIG's  recommendations  to  eliminate  hundreds 
of  NWS  headquarters  positions,  especially  during  the  most  critical  phase  of  the 
NWS  MAR.  The  OIG  report  is  viewed  by  some  as  a  review  of  only  NWS  national 
headquarters.  Actually,  about  60  percent  of  the  positions  included  in  the  OIG  report 
are  involved  in  centralized  operational  and  support  activities  that  are  not  typical  of, 
and  in  some  cases,  not  even  located  at  the  national  headquarters.  The  OIG  report 
included  such  operational  functions  as:  centralized  repair,  reconditioning, 
warehousing  and  distribution  of  weather  systems  parts  and  replacement  items  (lo- 
cated in  Kansas  City,  MO);  centralized  telecommunications  operations  and  control 
of  the  operational  weather  data  stream  to  NWS  field  offices;  centralized  training  in 
specialized  weather  operations  and  in  weather  systems  maintenance  (also  located  in 
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Kansas  City,  MO);  centralized  research  and  development  activities;  and,  centralized 
operations  of  the  NWS  local-  and  wide-area  networks. 

NOAA  has  expressed  its  concerns  to  the  OIG  about  a  number  of  aspects  of  the 
report.  For  example,  the  final  report  indicated  that  the  OIG:  "did  not  intend  this 
report  to  be  a  comprehensive  study". 

The  final  report  also  indicated  that  the  OIG:  "report  identified  areas  in  the 
headquarters  *  *  *  that  appeared  to  offer  a  potential  for  streamlining". 

When  NOAA  questioned  whether  analyses  were  conducted  to  substantiate  the  rec- 
ommended large  number  of  position  reductions,  the  OIG  report  indicated:  "we  did 
not  perform  the  functional  analysis  or  extensive  workload  studies." 

And  when  NOAA  expressed  its  concern  that  the  cost  of  contracting  was  never  con- 
sidered as  an  offset  to  the  OIG  claimed  savings  of  111  positions  by  contracting  out, 
the  OIG  report  document  indicated:  "we  did  not  specifically  consider  these  costs." 

Insufficient  information  has  been  provided  by  the  OIG  to  substantiate  their  find- 
ings to  eliminate  hundreds  of  positions.  NOAA  believes  that  the  methodical  plan- 
ning that  has  been  consistent  throughout  the  NWS  MAR  effort  will  reap  realistic 
and  achievable  reductions  in  a  responsible  way,  with  the  appropriate  timing,  with- 
out the  potential  of  jeopardizing  NWS  warning  and  forecast  operations. 


Questions  Submitted  by  Senator  Ted  Stevens 
juneau  auke  cape  noaa  facility 

Question.  Both  you  and  NMFS  Director  Rolland  Schmitten  have  been  supportive 
of  construction  of  the  new  office  and  laboratory  facility  on  Auke  Cape  near  Juneau, 
Alaska,  yet  funding  for  this  facility  has  not  been  requested.  The  facility  is  des- 
perately needed  to  house  NOAA  personnel  currently  overcrowded  and  housed  in  var- 
ious locations  around  Juneau. 

On  January  6,  1996,  the  President  signed  into  law  (Public  Law  104-91)  a  provi- 
sion authorizing  construction  and  requiring  the  completion  of  the  architectural  and 
engineering  work  for  the  facility  by  May  1,  1996. 

When  will  your  agency  be  able  to  comply  with  the  deadline  for  completing  the  de- 
sign of  the  facility? 

Answer.  The  Department  judged  that  an  environmental  impact  statement  (EIS) 
should  be  developed  to  reduce  the  potential  for  challenges  to  the  project  and  further 
delay  construction.  The  EIS  will  be  complete  in  February  1997.  Concurrently,  a  con- 
ceptual design  is  being  developed  to  expedite  the  construction  process.  Procurement 
of  an  A/E  for  the  construction  design  is  in  process  and  will  be  awarded  in  February 

1997.  The  construction  design  is  scheduled  to  be  completed  by  the  end  of  January 

1998.  Construction  is  projected  to  start  in  September  1998  and  should  be  complete 
by  November  2001. 

Senator  Stevens'  staff  have  been  informally  apprised  of  the  project's  progress  and 
its  projected  schedule  including  a  general  understanding  of  what  has  to  precede  the 
award  of  the  A&E,  i.e.,  the  EIS,  and  therefore  that  we  would  not  be  able  to  meet 
the  May  1,  1996  deadline. 

Question.  When  will  funds  be  requested  for  construction  of  the  facility? 

Answer.  In  fiscal  year  1995  the  Congress  provided  funding  for  planning  and 
predesign  studies.  The  Presidential  Request  for  fiscal  year  1997  reflects  the  appro- 
priate level  of  funding  for  the  construction  of  the  new  office  and  laboratory  facility. 
The  Administration  is  carefully  weighing  priorities  within  the  context  of  a  commit- 
ment to  balance  the  budget  and  has  made  no  decisions  regarding  fiscal  year  1998 
budget  issues.  If  funded,  construction  would  be  projected  to  start  in  September  1998. 

FISHERY  OBSERVER  TRAINING 

Question.  The  fiscal  year  1997  request  does  not  include  funding  for  the  North  Pa- 
cific Observer  Training  Center  based  in  Anchorage,  AK.  This  Center  trained  over 
100  observers  in  the  past  two  years,  and  the  demand  for  training  in  Alaska  contin- 
ues to  be  strong.  Fishery  observers  are  critical  in  the  monitoring  and  management 
of  North  Pacific  fisheries,  where  over  half  of  the  nation's  commercially  caught  fish 
are  harvested.  Without  well-trained  observers,  fishing  vessels  cannot  be  adequately 
monitored,  and  the  most  well-intentioned  management  plans  cannot  be  effectively 
carried  out.  Does  NOAA  support  funding  for  the  North  Pacific  Fisheries  Observer 
Training  Center? 

Answer.  The  Administration  has  not  requested  funding  for  the  North  Pacific  Fish- 
eries Observer  Training  Center  given  limited  budgetary  resources  and  the  desire  to 
achieve  a  balanced  budget.  Observer  training  will  continue  to  be  available  on  the 
West  Coast  at  the  Alaska  Fisheries  Science  Center. 
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ESA  SPENDING 

Question.  The  fiscal  year  1997  request  includes  $14.8  million  for  Endangered  Spe- 
cies Act  (ESA)  recovery  plans,  an  increase  of  $1.8  million  over  the  amount  provided 
in  fiscal  year  1996.  How  much  of  these  funds  would  be  spent  on  the  recovery  of  Pa- 
cific Northwest-origin  salmon  stocks  and  how  much  would  be  spent  on  the  recovery 
of  marine  mammal  stocks  off  Alaska? 

Answer.  Of  the  $14.8  million  requested  for  ESA  Recovery  Plans,  $10  million  will 
be  spent  on  the  recovery  of  salmon  species  in  the  Northwest  and  $4.8  million  will 
be  spent  on  the  recovery  of  endangered  or  threatened  turtles,  other  fish  stocks,  and 
marine  mammal  stocks. 

NMFS  annually  allocates  increases  in  ESA  funding  in  a  collaborative  manner 
with  all  Regions  to  respond  to  new  and  emerging  issues.  This  is  also  the  case  for 
MMPA  funds,  of  which  a  portion  goes  to  address  Alaska  marine  mammal  issues.  In 
fiscal  year  1996,  approximately  $0.4  million  was  allocated  for  ESA  recovery  activi- 
ties for  marine  mammals  in  Alaska.  In  fiscal  year  1997,  this  will  increase  to  ap- 
proximately $0.6  million. 

Because  the  Pacific  salmon  recovery  program  received  substantial  funds  for  the 
past  two  years,  no  increase  in  funding  for  that  program  is  recommended  for  fiscal 
year  1997.  New  ESA  recovery  funds  will  focus  on  underfunded  protected  species  re- 
covery programs. 

In  addition,  NOAA  has  $1.4  million  for  Stellar  sea  lion  activities  in  Alaska. 

HALIBUT  AND  SABLEFISH  PROGRAM 

Question.  The  fiscal  year  1997  request  again  includes  $1.2  million  of  the  halibut 
and  sablefish  individual  fishing  quota  (IFQ)  program  off  Alaska.  What  is  the  esti- 
mated difference  between  the  annual  cost  incurred  by  NOAA/NMFS  under  IFQ's  in 
the  halibut  and  sablefish  fisheries  and  the  annual  cost  incurred  before  IFQ's?  What 
is  this  estimated  difference  in  the  surf  clam/ocean  quahog  fisheries?  What  other 
funds  in  the  fiscal  year  1997  request  will  be  used  for  managing  IFQ  fisheries? 

Answer.  Essentially  the  full  cost  of  the  halibut/sablefish  IFQ  program  are  new 
costs.  Prior  to  IFQ's,  the  International  North  Pacific  Halibut  Commission  opened 
and  closed  the  short  duration  derby  style  halibut  fishery  and  the  similar  derby  style 
sablefish  fishery  was  opened  and  closed  by  the  Alaska  Region  staff.  While  it  is  dif- 
ficult to  fully  determine  this  pre-IFQ  sablefish  management  effort,  it  was  less  than 
one-staff  year. 

Costs  for  the  surf  clam/quahog  ITQ  are  relatively  unchanged  before  and  after  im- 
plementation (approximately  $0.11  million  per  year  for  monitoring  and  enforce- 
ment). However,  there  is  an  estimated  savings  of  over  $0.7  million  per  year  in  at- 
sea  enforcement  costs  for  the  Coast  Guard,  since  most  enforcement  takes  place  dock- 
side  under  the  ITQ. 

The  benefits  of  the  IFQ/ITQ  program  are  not  in  the  arena  of  offset  cost  in  the 
management  program,  but  rather  accrue  to  the  fishermen,  processors,  and  consum- 
ing public.  Below  is  a  summary  of  beneficial  changes  induced  by  the  implementation 
of  the  halibut/sablefish  IFQ: 

— Safety. — Because  the  "derby-style"  fishing  periods  have  been  eliminated,  fisher- 
men may  harvest  their  quota  at  any  time  during  an  8-month  season.  According 
to  the  Coast  Guard,  Search-and-Rescue  (SAR)  statistics  related  to  vessels  par- 
ticipating in  the  halibut  fishery  were  cut  significantly  in  the  8-month  1995  sea- 
sons, as  the  following  table  shows: 

Year  Season  length        SAR  cases 

1992  5  days 23 

1993  3  days 26 

1994  ?. 3  days 33 

1995  8  months1  ...  15 

1  Includes  sablefish. 

— Efficiency  of  Harvest. — According  to  the  International  Pacific  Halibut  Commis- 
sion, "*  *  *  the  amount  of  wastage  in  Alaska's  (halibut  fishery)  dropped  signifi- 
cantly from  1994  to  1995."  Likewise,  at  the  annual  meeting  in  January,  Com- 
mission staff  reported  a  significant  reduction  in  lost  gear,  gear  conflicts,  and 
other  problems  associated  with  overcapitalization  and  derby-style  halibut  open- 
ings. Similar  benefits  are  anticipated  for  the  sablefish  fishery,  as  well. 

— Ex-Vessel  Prices. — Anecdotal  information  reveals  that  the  ex-vessel  value  of  hal- 
ibut has  risen  from  approximately  $1.25/pound  in  1994  to  an  average  of  slightly 
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more  than  $2.00/pound  in  1995  and  1996.  Likewise,  the  ex-vessel  value  of  sable- 
fish  has  risen  from  the  1994  estimated  average  of  $1.75/pound  to  almost  $3.00/ 
pound  in  1995  and  1996. 
— Consumer  Benefits. — Fresh,  high  quality,  halibut  and  sablefish  are  available  to 
consumers  for  a  full  8  months  as  a  result  of  the  IFQ  program.  Wholesale  prices 
vary  (generally,  in  relationship  to  distance  from  landing  port);  however,  there 
is  no  evidence  that  they  have  increased  significantly  for  fresh  product. 
These  benefits,  and  others,  are  under  detailed  research  at  the  present  time.  A  full 
report  on  the  program's  distributional,  conservation,  socio-economic,  and  other  out- 
comes is  under  preparation  and  will  be  reported  to  the  public  and  to  the  North  Pa- 
cific Fishery  Management  Council  at  its  September  meeting  in  Sitka,  Alaska. 

An  increase  of  $5.5  million  is  requested  in  the  fiscal  year  1997  President's  budget 
for  Fishery  Management  Programs  (for  a  total  request  in  that  base  program  of  $25.6 
million).  This  increase  is  to  fully  implement  existing  fishery  management  plans  that 
have  been  developed  by  the  Regional  Fishery  Management  Councils,  including  exist- 
ing IFQ's.  No  funding  is  requested  for  the  development  or  implementation  of  new 
IFQ's  in  fiscal  year  1997. 

IFQ  FEES 

Question.  The  fiscal  year  1997  request  again  anticipates  $10  million  in  fish  fees 
to  offset  costs.  If  Congress  enacts  the  legislation  necessary  to  authorize  these  fees, 
from  which  regions  and  fisheries  would  the  $10  million  come? 

Answer.  Fees  would  come  from  fisheries  with  existing  ITQ/IFQ  plans;  no  new  ITQ 
plans  would  be  included  in  the  implementation  of  the  fee  proposal.  Existing  plans 
are  the  halibut/sablefish  IFQ  in  Alaska,  the  surf  clam/quahog  IFQ  in  the  Northeast, 
and  the  wreckfish  IFQ  in  the  Southeast. 

ANTARCTIC  RESEARCH 

Question.  The  fiscal  year  1997  request  includes  $1.2  million  for  Antarctic  Re- 
search. How  much  of  NOAA's  total  budget  is  spent  on  activities  related  to  Antarc- 
tica, and  how  much  is  spent  on  activities  related  to  the  Arctic? 

Answer.  The  National  Marine  Fisheries  Service  fiscal  year  1997  budget  request 
includes  $1.2  million  for  the  Antarctic  Living  Marine  Resources  Program,  and  an 
additional  $2  million  within  the  Resource  Information  line  item  base  for  chartering 
costs  associated  with  the  Antarctic  field  season  work. 

There  is  no  dedicated  funding  for  Arctic  programs;  however,  resource  surveys  con- 
ducted off  Alaska  may  include  data  gathering  within  the  Arctic  Circle. 

The  Office  of  Oceanic  and  Atmospheric  Research  fiscal  year  1997  budget  includes 
$1.56  million  for  activities  related  to  the  Arctic.  The  following  table  provides  a  dis- 
tribution of  these  funds: 

[Dollars  in  Thousands) 

Fiscal  year 
1997  Request 

Space  Environment  Laboratory  $700 

Sea  Grant  86 

Aeronomy  Laboratory  75 

Climate  Monitoring  Diagnostics  Laboratory  250 

Environmental  Technology  Laboratory  450 

Total  1,561 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

OCEAN  REMOTE  SENSING 

Question.  Two  years  ago  this  Subcommittee  put  forward  an  initiative  to  empha- 
size the  ocean  programs  and  put  the  "O"  back  in  NOAA.  The  centerpiece  was  an 
initiative  in  Ocean  Remote  Sensing — oceanography  and  coastal  management 
through  using  satellites.  The  program  was  designed  to  put  a  small  investment  in 
NOAA  to  leverage  the  more  than  $1  billion  investment  that  foreign  nations  have 
made  in  building  and  operating  ocean  satellites.  The  intention  was  for  NOAA  to  get 
the  data  and  produce  products  for  the  American  research  and  user  community. 

The  applications  for  NOAA's  oceanic  mission  are  incredible:  monitoring  marine 
habitat  and  coastal  development;  real  time  monitoring  of  sea  surface  temperature 
and  currents;  tracking  ice  flows;  and  enforcement  of  fisheries. 


361 

But,  when  I  look  at  your  budget  what  I  see  are  big  increases  for  Weather  Sat- 
ellites— $61  million,  big  increases  for  the  Weather  Service — $65  million,  increases 
for  administrative  services,  and  a  big  cut  for  the  second  year  in  a  row  in  Ocean  Re- 
mote Sensing. 

So  Dr.  Baker,  why  are  your  budget  priorities  so  skewed  to  the  atmospheric  side 
of  NOAA.  Your  total  Satellite  budget  totals  $532  million,  your  Weather  Service 
budget  totals  $671  million  but  you  don't  think  that  NOAA  should  be  spending  even 
$4  million  on  ocean  applications. 

Why?  Why  does  your  budget  cut  Ocean  Remote  Sensing?  Doesn't  it  make  good 
sense  to  spend  a  little  money  in  NOAA  so  we  can  leverage  the  investment  that  Can- 
ada, France,  Japan,  and  others  have  made  in  actual  satellites? 

Who  cut  this  program,  you,  Commerce  or  OMB? 

Dr.  Baker,  I  can  tell  you  that  the  NOAA  Coastal  Services  Center  has  equipment 
needs  so  they  can  apply  these  ocean  satellites  and  Defense  satellites  to  coastal  haz- 
ard mitigation  research  and  services. 

Answer.  Your  statement  that  "the  applications  for  NOAA's  oceanic  mission  are 
incredible  *  *  *"  is  right  on  target.  The  NOAA  Satellite  Ocean  Remote  Sensing 
project  was  created,  with  your  encouragement  and  support,  to  enable  exploitation 
of  non-NOAA  oceanographic  satellites  in  accomplishing  NOAA's  mission  in  the  areas 
of  ocean  research  and  operational  requirements.  The  goal  is  to  enhance  the  informa- 
tion already  utilized  from  the  existing  NOAA  satellites,  which  have  been  optimized 
in  the  past  for  weather  information,  and  emphasize  ocean  applications.  Our  near- 
term  efforts  have  been  development  of  the  infrastructure  and  applications  algo- 
rithms needed  to  gain  access  to,  and  then  use,  observations  from  foreign,  NASA,  De- 
partment of  Defense,  and  intelligence  satellites  carrying  a  variety  of  sensors  which 
are  applicable  to  observation  of  oceanographic  phenomena  and  processes.  Among  the 
new  information  available  will  be  wind,  wave,  currents,  biological  productivity  pollu- 
tion, toxic  phytoplankton,  sedimentation,  sea  ice,  vegetation  and  coastal  erosion. 
These  data  will  support  the  recover  of  fisheries,  fisheries  enforcement,  coastal  eco- 
system health  monitoring  and  protection,  and  maritime  weather  production.  We 
have  in  place  a  distribution  network,  presently  being  expanded,  utilizing  the  NOAA 
CoastWatch  nodes,  which  cover  all  U.S.  coastlines  and  the  Great  Lakes. 

Ocean  Remote  Sensing  is  a  critical  program  for  NOAA  and  the  Nation.  It  is  devel- 
oping the  capabilities  required  to  put  the  "O"  back  in  NOAA.  Without  this  effort 
there  will  be  no  integrating  forces  to  focus  oceanographic  observations  from  space, 
fused  with  the  plethora  of  ocean  data  available  to  researchers  and  operators  alike, 
to  address  the  myriad  of  issues  mentioned  above.  However,  the  funding  limit  for 
Ocean  Remote  Sensing  was  dictated  by  present  fiscal  realities  and  in  order  to  pur- 
sue the  priorities  of  the  overall  federal  mission.  We  are  already  leveraging,  and,  in 
fact,  depend  upon,  the  investments  in  the  NOAA  Satellite  and  Weather  Services 
Programs.  We  leverage  these  efforts  to  increase  the  information  gleaned  for  oceano- 
graphic purposes,  especially  in  the  coastal  ocean  environment.  Since  our  emphasis 
is  being  placed  on  coastal  applications,  we  have  developed  close  programmatic  ties 
with  the  Charleston  Coastal  Services  Center  (CSC)  and  expect  this  relationship  to 
expand  significantly  as  the  operational  capabilities  developed  under  the  Ocean  Re- 
mote Sensing  Program  mature.  Presently,  we  are  working  closely  with  CSC  person- 
nel to  ensure  the  development  and  implementation  of  a  responsive  National  capabil- 
ity. The  planned  funding  level,  $1.6  million,  is  the  amount  required  to  keep  a  viable 
program  for  development  of  operational  ocean  products  and  maintenance  of  a  robust 
distribution  network. 

NOAA  recognizes  Ocean  Remote  Sensing's  contribution  to  leveraging  on  the  in- 
vestment in  other  nation's  satellites.  However,  in  the  current,  tight  budget  situation, 
other  NOAA  priorities  are  taking  precedence  for  fiscal  year  1997  increase  requests. 

aw;ips 

Question.  Dr.  Baker,  I  understand  that  you  will  soon  send  us  a  $15  million  re- 
programming  to  finish  development  and  begin  deployment  of  the  Advanced  Weather 
Interactive  Processing  System  (AWIPS).  Your  fiscal  year  1997  budget  requests  $120 
million,  an  increase  of  $70  million  for  this  system,  and  the  total  system  is  estimated 
to  cost  $530  million. 

My  understanding  is  that  the  Commerce  Inspector  General,  Frank  DeGeorge,  has 
questioned  your  plan  to  deploy  this  system,  and  has  recommended  delay.  Could  you 
comment  on  his  concerns  and  why  you  believe  that  we  need  to  move  forward  now? 

Answer.  NOAA  has  implemented  an  incremental  approach  to  system  develop- 
ment, acting  on  a  recommendation  by  the  Independent  Review  Team  in  1994.  This 
approach  is  rapidly  becoming  the  industry  standard  for  information  systems  devel- 
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opment.  In  recent  discussions  with  both  the  OIG  and  the  GAO,  they  have  agreed 
that  incremental  development  is  a  proper  course  for  the  development  of  AWIPS. 

There  is  disagreement,  however,  in  the  deployment  strategy  for  the  incremental 
builds.  NOAA  plans  to  deploy  each  incremental  build  as  soon  as  it  has  been  devel- 
oped, integrated  into  the  system,  and  tested.  This  approach  allows  the  operational 
forecasters  to  have  access  to  phased  improvements  in  AWIPS  capabilities  as  rapidly 
as  possible.  Much  of  the  later  software  builds  are  planned  to  add  additional  applica- 
tion capability,  rather  than  system  capability. 

NOAA's  approach  to  incremental  deployment  has  several  benefits.  Training  fore- 
casters to  use  the  new  hydrometeorological  applications  will  be  more  efficient.  Rath- 
er than  having  to  learn  all  the  new  techniques  and  integrate  them  into  operations 
at  one  time,  they  can  learn  to  use  these  applications  as  they  become  available.  All 
Weather  Forecast  Offices  will  immediately  have  access  to  all  the  modernized  data 
sets  (e.g.,  WSR-88D,  GOES,  and  NCEP  models)  in  an  integrated  fashion  that  will 
make  the  forecast  operation  more  effective  and  lead  to  improved  forecast  and  warn- 
ing services  as  soon  as  possible. 

In  addition,  NOAA's  strategy  results  in  completing  a  2-year  deployment  by  De- 
cember 1998.  By  contrast,  the  strategy  advocated  by  the  OIG  and  GAO  would  not 
allow  deployment  to  be  complete  until  at  least  a  year  later  than  under  the  NOAA 
strategy.  Although  the  costs  associated  with  hardware  procurements  would  not  be 
incurred  until  later,  this  extension  of  the  program  would  cost  more. 

Question.  Two  years  ago  it  looked  like  the  system  had  lots  of  problems  and 
AWIPS  was  in  real  trouble.  Are  you  confident  that  the  "bugs"  have  been  worked  out 
and  this  system  is  ready  for  deployment? 

Answer.  The  AWIPS  program  has  made  significant  progress  over  the  past  year. 
A  rapid  prototype  of  AWIPS  (Pathfinder),  has  been  operating  successfully  at  three 
field  sites  since  last  summer.  An  overall  system  design  has  been  accepted  by  the 
government,  and  the  contractor  is  nearing  completion  of  the  development  of  the  first 
of  several  incremental  system  software  builds.  The  system  hardware  and  commu- 
nications support  systems  are  defined  and  available  for  deployment.  AWIPS  will  be 
deployed  at  9  operational  field  sites  early  this  summer  to  undergo  an  operational 
test  and  evaluation  (OT&E).  Concurrently,  an  advanced  prototype  incorporating  the 
functions  planned  for  several  future  builds  will  be  deployed  at  the  NWS  forecast  of- 
fice in  Denver,  Colorado,  by  NOAA's  Forecast  Systems  Laboratory  (FSL).  This  proto- 
type uses  the  basic  hardware  and  commercial  software  specified  for  AWIPS,  but 
adds  advanced  software  developed  by  FSL.  The  activities  planned  for  this  summer 
will  demonstrate  the  readiness  of  the  system  for  starting  production  and  deployment 
beginning  in  fiscal  year  1997,  and  establish  the  basis  for  confidence  that  the  re- 
quired future  increments  of  capability  can  be  incorporated  into  the  deployed  system. 
Based  on  the  results  of  these  demonstrations  and  evaluations,  which  are  being  inde- 
pendently reviewed  by  a  panel  of  the  National  Research  Council,  an  AWIPS  Produc- 
tion Decision  (APD)  to  deploy  AWIPS  nationwide,  will  be  made.  The  target  date  for 
the  APD  is  September  1996. 

Question.  If  we  give  you  the  funds  to  deploy  this  system,  how  many  weather  sta- 
tions can  you  close  and  how  quickly? 

Answer.  NWS  plans  to  close  a  total  of  206  offices  (170  requiring  closure  certifi- 
cation) by  the  end  of  fiscal  year  2000.  NOAA  expects  to  be  ready  for  the  Secretary 
of  Commerce  to  certify  "no  degradation  of  service"  and  automate  and  close  over  100 
weather  service  offices  (WSO's)  in  fiscal  year  1997.  Closure  is  the  final  step  in  the 
spin-down  process  for  WSO's  that  are  not  needed  in  the  modernized  and  restruc- 
tured National  Weather  Service  (NWS).  Each  step  in  this  spin-down  process  is  inte- 
grally linked  to  modernization  activities  at  weather  offices  that  become  Weather 
Forecast  Offices  (WFO's).  This  linkage  ensures  that  at  all  times  the  highest  quality 
weather  services  will  be  provided  to  the  public  by  utilizing  new  technological  capa- 
bilities as  soon  as  they  have  been  proven  operationally.  Deployment  of  the  last 
major  technological  component  of  the  modernization,  the  AWIPS,  is  scheduled  to 
begin  in  fiscal  year  1997,  for  two  years.  The  AWIPS  will  provide  the  necessary  capa- 
bilities to  allow  WFO's  to  provide  the  improved  warning  and  forecast  services  prom- 
ised by  the  NWS  modernization  program. 

Two  key  steps  proceeding  closure  in  the  spin-down  process  are  consolidation  and 
automation.  NOAA  has  already  proposed  consolidation  certifications  for  about  40 
percent  of  the  spin-down  WSO's.  During  the  remainder  of  fiscal  year  1996,  NOAA 
intends  to  put  in  place  the  required  modernization  criteria  for  automation  and  clo- 
sure certifications.  These  criteria  will  be  made  available  for  public  comment  in  pro- 
posed form,  and  finalized  only  after  consultation  with  both  the  National  Research 
Council's  Modernization  Committee  and  the  Modernization  Transition  Committee  as 
mandated  by  Public  Law  102-567.  However,  these  certification  plans  are  contingent 
upon  successful  coordination  with  the  Federal  Aviation  Administration  (FAA).  The 
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FAA  must  approve  a  programmatic  air  safety  appraisal  for  closure  certifications  and 
provide  an  aviation  service  standards  for  the  required  automation  criteria. 
The  current  certification  schedules  are  shown  below: 

PLANNED  CERTIFICATIONS 

1994  1995  1996  1997  1998  1999  2000 

Consolidation  Number 66 

Cumulative 66 

Automation  Number  

Cumulative  

Closure  Number  

Cumulative 


52 

10 

6 

14 

118 

128 

134 

148 

110 

22 

5 

6 

110 

132 

137 

143 

133 

21 

7 

9 

133 

154 

161 

170 

PLANNED  CLOSURE  NOT  REQUIRING  CERTIFICATION  (WSCMO/WSMO) 

1994            1995            1996            1997            1998 

1999 

Number  

Cumulative  .. 

1                3              20              10     

1               4             24             34             34 

2 
36 

noaVdod  polar-satellite  conversion 

Question.  Early  in  the  administration,  you  achieved  something  of  a  coup  by  forc- 
ing NOAA  and  the  Air  Force  to  proceed  with  a  single,  converged  satellite  for  the 
next  generation  of  polar-orbiting  weather  satellites. 

I've  heard  that  this  program  is  being  delayed  and  we  will  be  able  to  cut  around 
$60  million  out  of  the  budget.  What's  the  story? 

Answer.  Recently,  the  NPOESS  program  office  developed  convergence  program 
that  delays  the  major  contracts  for  the  complete  end-to-end  NPOESS  system  and 
is  proceeding  with  a  focus  on  the  higher  risk  areas  such  as  sensors  and  algorithm 
development  with  a  much  reduced  funding  profile.  The  details  of  this  optimized  con- 
vergence program  will  be  presented  to  the  NPOESS  Executive  Committee  (com- 
prised of  the  Under  Secretary  of  Defense  for  Acquisition  and  Technology,  Under  Sec- 
retary of  Commerce  for  Oceans  and  Atmosphere,  and  the  NASA  Deputy  Adminis- 
trator) in  July  1996. 

[Dollars  in  Millions] 

Fiscal  year  1997 
President's         Revised  request  Savings 

budget . 

DOC  NPOESS  $78.2  $29.0  $49.2 

D0D  NPOESS  34.0  29.0  5.0 


Total  112.2  58.0  54.2 

Question.  I've  heard  that  there  have  been  all  sorts  of  other  benefits  coming  out 
of  this  program — like  more  of  a  willingness  by  both  NOAA  and  the  Air  Force  to 
share  data  and  look  at  backing  up  the  current  generation  of  satellites.  Could  you 
elaborate? 

Answer.  There  are  other  benefits  in  having  a  polar  convergence  program  in  addi- 
tion to  saving  money.  NOAA  and  the  Air  Force  are  sharing  environmental  data  and 
are  proceeding  with  plans  for  NOAA  to  consolidate  operations  of  the  Defense  Mete- 
orological Satellite  Program.  (DMSP)  with  the  NOAA  Polar-orbiting  Operational  En- 
vironmental Satellites  (POES)  in  1998.  The  convergence  of  these  two  satellite  sys- 
tems into  a  single  architecture  is  proceeding  well  and  will  continue  to  increase  effi- 
ciency and  reduce  cost  for  years  to  come.  The  cooperation  displayed  by  the  inter- 
departmental program  is  truly  an  example  of  diverse  organizations  pulling  together 
to  do  the  right  thing  for  the  country. 

Question.  Could  you  provide  us  with  an  update  on  the  efforts  to  get  the  European 
Space  Agency  to  fly  a  polar-orbiting  weather  satellite  and  pick  up  more  of  the  cost 
of  supplying  weather  data? 
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Prior  to  the  National  Performance  Review's  recommendation  that  the  DOD/AF 
and  the  DOC/NOAA  polar  systems  be  converged,  NOAA  initiated  MOU  negotiations 
with  the  European  Organization  for  the  Exploration  of  Meteorological  Satellites 
(EUMETSAT)  by  which  EUMETSAT  will  contribute  a  satellite  for  the  mid-morning 
orbit  and  some  instruments  to  the  POES  system.  The  MOU  applies  to  the  final 
POES  satellites  including  NOAA  N  and  N\  and  the  first  two  European  satellites 
METOP-1  and  METOP-2.  It  is  expected  that  this  Initial  Joint  Polar  System  (UPS) 
MOU  will  be  signed  by  December  1996. 

Based  upon  the  success  of  the  UPS,  it  is  anticipated  that  there  will  be  a  follow- 
on  agreement  between  NOAA  and  EUMETSAT  by  which  EUMETSAT  will  become 
an  important  participant  in  the  converged  NPOESS.  Under  the  subsequent  agree- 
ment, it  is  expected  that  EUMETSAT  will  continue  to  contribute  a  satellite  for  the 
mid-morning  orbit  and  some  instruments  to  augment  the  NPOESS. 

NOAA  FLEET 

Question.  The  Commerce  Inspector  General,  Frank  DeGeorge,  has  issued  a  report 
that  says  NOAA  doesn't  need  to  have  any  ships.  Not  for  fisheries;  not  for  research; 
not  for  charting  and  hydrographic  surveys. 

A  few  years  ago  this  Subcommittee  launched  an  initiative  to  rebuild  NOAA's  in- 
frastructure, and  specifically  the  NOAA  fleet.  On  May  30,  the  new  NOAA  oceano- 
giaphic  vessel  Researcher  (now  Ronald  H.  Brown)  is  going  to  be  christened  in  Mis- 
sissippi. But,  I  guess  under  DeGeorge's  plan  you  would  just  give  away  this  $55  mil- 
lion asset. 

Should  we  lay  up  the  NOAA  fleet  and  depend  only  on  chartering  as  DeGeorge  pro- 
poses? 

Answer.  NOAA  strongly  believes  the  answer  to  this  is  no.  NOAA  believes  that  its 
existing  ships,  where  capable  and  cost  effective,  should  continue  to  be  used  for  their 
remaining  useful  lives  to  meet  the  specific  program  requirements  for  which  they 
were  uniquely  configured.  Where  cost  effective,  NOAA  believes  that  the  university 
and  contractor  owned  ships  could  be  used  to  support  NOAA's  research,  mapping  and 
charting,  oceanographic  and  environmental  research,  and  living  marine  resource  as- 
sessment missions.  NOAA  concludes  that  there  is  very  little  useful  cost  data  avail- 
able regarding  private  sector  ship  operations  for  missions  similar  to  NOAA's  and 
that  only  through  issuance  of  requests  for  proposals  can  NOAA  obtain  such  data. 

Question.  Isn't  there  a  minimum  level  of  NOAA  ships  that  must  be  maintained 
to  at  least  keep  these  chartering  operations  honest? 

Answer.  NOAA  believes  that  it  should  strive  for  a  mix  of  charters,  contracts  for 
data,  university,  and  NOAA  operated  platforms  to  provide  ship  support.  The  deci- 
sions on  the  makeup  of  the  mix  will  be  based  on  the  capability  needed  to  meet 
NOAA  program  requirements,  availability  of  vessels  that  have  the  necessary  capa- 
bilities, and  the  relative  cost  of  the  vessels. 

Question.  My  understanding  is  that  for  cost  comparisons  the  IG  used  only  the  old- 
est NOAA  fisheries  vessels  like  the  John  Cobb,  your  oldest  vessel,  or  the  smallest 
and  least  capable  vessel,  the  Chapman. 

Have  you  looked  at  the  methodology  used  for  this  IG  study?  What  is  your  assess- 
ment? 

Answer.  We  have  reviewed  the  OIG  methodology  and  will  continue  to  work  to- 
gether to  resolve  differences  in  opinion. 

Question.  NOAA  has  gone  from  a  25  ship  fleet  down  to  13  ships.  Haven't  you  al- 
ready accomplished  much  of  what  DeGeorge  is  arguing  for?  I  mean  you  have  basi- 
cally contracted  out  half  of  your  workload  already  haven't  you? 

Answer.  NOAA  is  operating  16  ships  in  fiscal  year  1996  with  15  planned  for  fiscal 
year  1997.  NOAA  has  made  significant  progress  toward  its  goal  of  using  a  mix  of 
charters,  contracts  for  data,  university  ships,  and  NOAA  ships  to  provide  ship  sup- 
port. The  Surveyor  was  recently  removed  from  service  and  replaced  with  a  charter 
for  the  Antarctic  Marine  Living  Resources  (AMLR)  program.  Backfill  charters  were 
obtained  for  the  Townsend  Cromwell,  the  David  Starr  Jordan,  and  the  Delaware  II 
while  those  ships  were  undergoing  repairs.  The  Mt.  Mitchell  and  Heck  were  recently 
removed  from  service  and  their  operating  funds  used  to  contract  for  hydrographic 
data.  The  Malcolm  Baldrige  and  Discoverer  will  be  removed  from  service  by  the  end 
of  fiscal  year  1996  and  UNOLS  ships  will  provide  some  oceanographic  ship  support 
in  fiscal  year  1997.  Coupled  with  NOAA's  effort  to  achieve  a  mix  of  platforms  is  a 
significant  effort  to  streamline  shore  side  elements  of  fleet  operations.  The  overall 
result  of  NOAA's  efforts  will  be  to  provide  a  modern  cost  effective  at-sea  data  collec- 
tion capability. 
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Question.  A  few  years  ago  we  got  several  new  T-AGOS  vessels  transferred  from 
the  Navy  to  NOAA.  What  is  the  status  of  these  ships  and  what  are  you  going  to 
do  with  them? 

Answer.  Three  T-AGOS  ships  were  transferred  to  NOAA.  Work  was  just  com- 
pleted to  convert  one  for  oceanographic  research.  This  ship  will  conduct  general  pur- 
pose oceanographic  research  for  NOAA  including  support  for  the  TAO  mooring  ar- 
rays that  collect  data  used  to  predict  the  El  Nino  events  in  the  Pacific.  This  ship 
is  very  well  equipped  to  support  buoy  deployment  and  maintain  the  TAO  array. 
NOAA  is  exploring  the  potential  uses  for  the  other  two  vessels  within  the  context 
of  NOAA's  overall  fleet  requirements. 

NEW  NOAA  HURRICANE  AIRCRAFT 

Question.  I  noticed  in  your  budget  an  increase  of  $531,000  for  operations  of  the 
new  Gulfstream  IV  hurricane  reconnaissance  aircraft. 

Could  you  provide  an  update.  Will  this  aircraft  be  ready  for  the  hurricane  season 
this  summer? 

How  much  improvement  do  you  anticipate  will  be  achieved  with  this  new  asset? 

Answer.  The  newest  hurricane  surveillance  aircraft,  NOAA's  G-IV  will  be  mission 
ready  and  flown  in  the  1996  hurricane  season.  The  NOAA  G-IV  high  altitude  jet 
will  provide  a  unique  operational  hurricane  surveillance  capability  from  which  data 
will  be  sampled  by  dropwindsonde  throughout  the  depth  of  the  troposphere  in  the 
near  and  far  environment  of  the  storm  for  real  time  input  into  numerical  guidance 
models.  This  effort  is  expected  to  improve  24  to  48  hour  forecast  track  guidance  by 
20  percent,  ultimately  saving  $5  to  $10  million  per  land  falling  hurricane  in  warn- 
ing and  preparedness  costs. 

MARINE  RECREATIONAL  FISHERIES 

Question.  Secretary  Kantor  testified  at  this  last  week  that  the  U.S.  fisheries  in- 
dustry is  a  $95  billion  industry,  of  which  he  noted  that  $70  billion  is  attributed  to 
recreational  fishing. 

Now,  when  I  look  at  your  fisheries  budget,  it  isn't  at  all  clear  that  very  much  is 
dedicated  to  recreational  fisheries.  My  staff  asked  the  question,  and  received  an  an- 
swer that  it  is  difficult  to  say  but  that  only  about  $4  million  or  $5  million  is  specifi- 
cally for  recreational  fisheries.  My  guess  is  that  it  isn't  that  low,  but  probably  less 
than  ten  percent  of  your  $300  million  fisheries  budget  is  for  recreational  fisheries. 

Now  I  know  that  the  National  Marine  Fisheries  Service  started  as  the  Bureau  of 
Commercial  Fisheries,  but  in  light  of  the  economic  changes  that  have  occurred  with- 
in the  fishing  industry,  shouldn't  more  of  the  NMFS  budget  be  directed  to  marine 
recreational  species? 

Answer.  Yes,  and  we  are  taking  steps  to  enhance  our  support  for  marine  rec- 
reational fisheries.  For  example,  a  staff  dedicated  to  Intergovernmental  and  Rec- 
reational Fisheries  has  been  established  at  the  NMFS  Silver  Spring,  MD  head- 
quarters and  is  actively  working  to  improve  communications  and  address  the  inter- 
ests of  recreational  fisheries  groups.  The  fiscal  year  1997  budget  also  includes  spe- 
cific funding  of  $5.9  million  for  National  Recreational  Fisheries  Survey  and  Rec- 
reational Fishery  Harvest  Monitoring. 

Our  basic  research,  data  collection,  habitat,  conservation  and  management,  and 
enforcement  activities  are  jointly  directed  at  both  commercial  and  recreational  spe- 
cies. We  feel  it  is  more  effective  and  efficient  to  operate  in  this  manner  and  not 
favor  one  sector  over  another  by  having  separate  budgets  and  activities.  Be  assured 
that  the  importance  and  value  of  marine  recreational  fisheries  is  of  major  impor- 
tance to  the  Nation  and  therefore  of  major  importance  to  the  Department  of  Com- 
merce. 


Questions  Submitted  by  Senator  Daniel  K.  Inouye 

NATIONAL  UNDERSEA  RESEARCH  PROGRAM 

Question.  The  National  Undersea  Research  Program  (NURP)  is  this  nation's  only 
program  dedicated  to  underwater  research  using  advanced  technology.  The  six  re- 
gional NURP  Centers  focus  their  efforts  on  ocean  research  to  build  sustainable  fish- 
eries, maintain  ecosystem  health,  utilize  non-living  resources,  and  apply  advanced 
underwater  technologies. 

NURP  is  the  only  program  that  is  able  to  provide  the  underwater  technology  to 
sample  deep  water  sediments  and  make  under  water  observations.  This  capability 
has  allowed  NURP  to  discover  that  the  combination  of  physical,  chemical,  and  bio- 
logical processes  at  the  sediment-water  interface  largely  controls  the  rate  at  which 
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pollutants  are  removed  in  natural  systems.  Discoveries  such  as  these  are  important 
to  maintaining  food  supplies  and  ecosystem  balance  as  human  activities  continue  to 
alter  natural  processes. 

Despite  NURP's  efforts  to  restructure  to  address  current  budgetary  constraints 
and  better  meet  national  goals,  the  Administration  has  chosen  to  eliminate  the  pro- 
gram. 

Could  you  please  summarize  the  justification  for  eliminating  a  program  that  clear- 
ly plays  an  important  role  in  providing  information  about  the  oceans,  sustainable 
fisheries,  and  catastrophic  events  such  as  tsunamis? 

Answer.  NOAA  recognizes  that  NURP's  funding  and  oversight  of  undersea  re- 
search done  for  NOAA  as  well  as  the  rest  of  U.S.  civilian  science  community  is  im- 
portant in  terms  of  both  the  science  conducted  and  the  safety  of  the  researchers. 
However,  in  the  current,  tight  budget  situation,  other  NOAA  priorities  are  taking 
precedence. 

BUILD  SUSTAINABLE  FISHERIES 

Question.  Building  and  maintaining  sustainable  fisheries  is  one  of  the  elements 
of  NOAA's  strategic  plan.  Unfortunately,  NOAA's  efforts  to  fulfill  this  mission  have 
focused  almost  exclusively  on  resources  in  the  Northwest  Pacific  and  the  Northeast 
Atlantic.  While  resources  in  the  Western  Pacific  are  under  stress  and  threatened 
with  depletion,  it  is  still  possible,  with  minimal  federal  assistance,  to  restore  the 
health  of  the  fisheries  to  sustainable  levels.  I  believe  NOAA  should  be  working  to 
ensure  that  other  areas  such  as  the  Western  Pacific  are  provided  sufficient  re- 
sources to  avoid  the  problems  facing  the  Northwest  and  Northeast. 

Based  on  the  President's  budget  request,  could  you  please  detail  for  me  what 
amounts  of  funds  would  go  toward  aquaculture  research  and  development  in  the 
Western  Pacific? 

If  no  funds  are  designated  for  this  purpose,  please  explain  why. 

Answer.  We  believe  that  the  resources  for  building  and  maintaining  sustainable 
fisheries  are  equitably  allocated  among  our  regions  in  response  to  issues  associated 
with  fisheries  conservation  and  management  requirements  to  support  the  Regional 
Fisheries  Management  Councils  and  our  State/Federal  partnerships. 

There  is  no  specific  fiscal  year  1997  budget  request  for  expanded  aquaculture  re- 
search and  development  in  any  region  of  the  country.  Our  first  funding  priority  has 
been  to  meet  requirements  for  implementation  and  enforcement  of  existing  Fishery 
Management  Plans  as  reflected  in  the  fiscal  year  1997  budget  request.  Given  overall 
budget  restraints,  it  is  not  possible  to  provide  funding  for  additional  aquaculture  re- 
search and  development  in  the  Western  Pacific  or  any  other  region  of  the  country 
at  this  time. 

We  will  look  to  partnerships  using  the  Saltonstall-Kennedy  program  and  our  Fish- 
eries Obligation  Guarantee  Program  to  help  foster  aquaculture  in  the  U.S. 

NMFS  LABORATORY  IN  HONOLULU,  HI 

Question.  In  fiscal  year  1996  funds  were  provided  to  do  a  feasibility  study  on  re- 
furbishing or  replacing  the  National  Marine  Fisheries  Service  Laboratory  at  Hono- 
lulu, HI. 

Were  any  fiscal  year  1997  funds  requested  for  this  project  by  the  NMFS? 

Based  on  the  President's  budget  request,  how  much  will  go  toward  this  project 
in  fiscal  year  1997? 

What  is  NOAA's  estimated  time  schedule  for  completing  renovations  of  the  Hono- 
lulu Lab? 

Answer.  No  funds  were  requested  in  fiscal  year  1997  for  the  Honolulu  project  for 
two  reasons.  First,  due  to  the  timing  of  final  action  on  the  fiscal  year  1996  budget, 
the  $500,000  provided  will  not  be  totally  utilized  in  fiscal  year  1996  leaving  some 
funds  available  to  continue  the  feasibility  study  in  fiscal  year  1997.  Second,  and  re- 
lated to  the  first  reason,  is  that  a  conclusion  on  refurbishing  or  replacing  the  Hono- 
lulu Lab  has  not  been  reached  which  precludes  the  identification  of  a  specific  dollar 
amount  and  budget  request  for  fiscal  year  1997. 

In  fiscal  year  1997,  NOAA  will  complete  the  feasibility  study  using  unspent  fund- 
ing from  the  fiscal  year  1996  appropriation  of  $500,000. 

Once  the  feasibility  study  is  completed,  a  determination  on  refurbishment  or  re- 
placement will  be  made.  Depending  on  which  course  is  pursued,  the  completion  date 
will  vary.  In  all  likelihood,  the  fiscal  year  1998-1999  time  frame  is  a  approximate 
estimate  of  when  the  project  could  be  completed. 
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CLIMATE  AND  GLOBAL  CHANGE 

Question.  It  has  come  to  my  attention  that  the  Climate  and  Global  Change  Pro- 
gram may  have  the  opportunity  to  become  involved  in  research  agreements  with  the 
Japanese  Government.  By  investing  funds,  as  the  President  has  requested,  we  stand 
to  leverage  a  significantly  larger  amount  of  Japanese  funds  for  important  climate 
research.  I  would  like  to  congratulate  NOAA  for  progress  made  thus  far  in  working 
collaboratively  with  the  Japanese  Government  and  encourage  further  collaboration 
to  maximize  our  research  investment. 

Answer.  The  NOAA  Climate  and  Global  Change  Program  is  a  coordinated  re- 
search program  developed  in  collaboration  with  academic  scientists,  international 
partners,  and  other  Federal  agencies  in  support  of  the  U.S.  Global  Change  Research 
Program.  For  a  small  investment,  NOAA  is  advancing  our  understanding  of  climate 
fluctuation  and  extreme  events.  NOAA  is  at  the  forefront  of  studying  how  seasonal 
rainfall  and  temperature  variations  in  the  United  States  can  be  predicted  based  on 
the  El  Nino  Southern  Oscillation  (ENSO)  conditions  from  the  tropical  Pacific.  Early- 
warning  forecasts  and  modeling  from  historical  data  afford  opportunities  for  reduced 
vulnerability  and  impacts  from  these  costly  events  as  well  as  exploiting  opportuni- 
ties of  beneficial  climate  conditions. 

The  Japanese  are  a  major  player  in  research  efforts  to  understand  and  predict  cli- 
mate and  global  change,  especially  in  the  Pacific  Basin.  A  multinational  partnership 
leverages  the  U.S.  investment  in  seeking  answers  to  decision-makers  questions  re- 
lated to  climate  and  global  change;  therefore,  NOAA's  Climate  and  Global  Change 
Program  is  working  with  the  Japanese  in: 
— Analyzing  Tropical  Ocean  Global  Atmosphere  (TOGA)  Coupled  Ocean  Atmos- 
phere Response  Experiment  (COARE)  data  that  will  improve  predictions  of  the 
El  Nino  Southern  Oscillation  (ENSO)  in  the  tropical  Pacific; 
— Maintaining  the  ENSO  Observing  System  in  the  Tropical  Pacific,  critical  to  im- 
proving our  knowledge  of  the  role  of  ENSO  in  seasonal  to  interannual  pre- 
dictions world-wide  as  well  as  the  Untied  States; 
— Conducting  CLIVAR — A  Study  of  Climate  Variability  and  Predictability,  an 
international  program  to  extend  investigations  of  climate  variability  and  pre- 
dictability to  larger  geographic  regions  and  longer  timescales,  and  the  response 
of  the  climate  system  to  anthropogenic  forcing; 
— Completing  the  International  Coral  Reef  Initiative  to  improve  our  understand- 
ing of  coral  reef  resources,  including  the  impact  of  climate  change  and  eco- 
system response; 
— Commencing  the  U.S. -Japan  Joint  Initiative  on  Pacific  Ocean  Observations  and 
Research,  known  in  Japanese  as  TYKKI,  which  will  further  our  understanding 
of  the  Pacific  Ocean  variability  in  relation  to  climate  change  as  well  as  natural 
resources  responses  from  fisheries  to  coral  reefs; 
— Undertaking  a  variety  of  environmental  technology  projects  from  bioremediation 
to  alternative  energy  sources  (e.g.,  wave  and  ocean  thermal  energy  potential); 
and 
— In  addition  the  Japanese  initiated  discussions  of  sponsorship  of  a  center  in  Ha- 
waii to  conduct  research  to  improve  our  understanding  and  prediction  of  tropi- 
cal climate  changes,  such  as  Asian  monsoons,  as  well  as  support  for  the  multi- 
national International  Research  Institute  (IRI)  for  seasonal-to-interannual  cli- 
mate prediction. 

RESEARCH  ON  MARINE  MINERALS 

Question.  Please  describe  the  work  NOAA  is  doing  with  respect  to  research  and 
development  of  marine  minerals. 

Answer.  NOAA  has  limited  authority  to  conduct  marine  minerals  research  and  de- 
velopment under  the  Deep  Seabed  Hard  Mineral  Resources  Act  (DSHRMA).  The 
DSHMRA  authorizes  NOAA  to  license  U.S.  citizens  to  engage  in  exploration  and 
commercial  recovery  activities  for  manganese  nodules  beyond  the  continental  shelf. 
The  DSHMRA  also  authorizes  NOAA  to  conduct  related  studies,  such  as  environ- 
mental research,  to  develop  the  information  necessary  to  make  reasonable  regu- 
latory decisions  required  under  DSHRMA. 

At  present,  there  are  three  exploration  licenses  issued  by  NOAA  to  U.S.-based 
consortia.  However,  in  recent  years  pricing  levels  in  the  metals  markets  have  not 
been  high  enough  to  economically  justify  the  further  development  of  the  mine  sites 
by  these  consortia. 

The  authorization  for  appropriations  under  the  DSHRMA  expired  on  September 
30,  1994,  and  was  not  renewed.  While  the  authorization  for  appropriations  has  ex- 
pired, the  DSHRMA  remains  in  force. 
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Question.  Based  on  the  President's  budget  request,  how  much  will  be  allocated  to- 
ward research  and  development  of  marine  minerals  in  fiscal  year  1997. 

Answer.  No  funds  have  been  appropriated  for  the  DSHRMA  since  fiscal  year  1995. 
While  NOAA  has  been  using  existing  base  resources  to  continue  the  licensing  func- 
tions, all  research  activities  have  been  terminated. 

NOAA  PLANS  FOR  PACIFIC  REGION 

Question.  U.S.  Pacific  islands,  including  the  State  of  Hawaii,  are  served  by  most 
of  NOAA's  Line  Offices  and  programs;  specifically,  NMFS^  coastal  zone  management 
and  marine  and  estuarine  reserve  activities  of  NOS,  OAR's  Sea  Grant  Program  and 
JIMAR  activity,  the  Pacific  Tsunami  Warning  Center  and  NWS  Pacific  Region's 
basin-wide  forecast  presence,  and  the  GOES  and  civilian  satellite  program  and 
SARSAT  administered  by  NESDIS.  In  the  spirit  of  efficiency  that  drives  NOAA's 
current  effort  to  consolidate  its  regulatory  authorities,  how  might  the  agency  act  in 
the  future  coordinate  and  strengthen  its  regional  programs  and  partnerships  with 
industry  and  island  governments;  i.e.  What  is  the  agency's  "big  picture"  for  the  re- 
gion? 

Answer.  NOAA  is  working  to  promote  environmental  stewardship  and  sustainable 
development  for  Hawaii  and  the  Nation.  Hawaii  is  central  to  NOAA's  Pacific  activi- 
ties, both  as  a  staging  area  for  conducting  basin-wide  fora,  and  as  a  unique  location 
for  facilities  including  environmental  monitoring  stations  and  the  Tsunami  Warning 
Center.  Hawaii's  location  and  its  strong  ties  to  Pacific  rim  nations  will  continue  to 
be  of  national  benefit  in  facilitating  international  cooperation,  and  for  addressing  is- 
sues ranging  from  trade  to  natural  resources  management. 

NOAA  agrees  that  effective  public-private  and  multi-national  partnerships  are 
needed  to  address  today's  environmental  and  economic  concerns  in  the  Pacific  Basin. 
For  instance,  emergency  managers  throughout  the  Pacific  region  have  identified 
dozens  of  disaster  related  information  needs.  To  respond  to  this  challenge,  NOAA 
is  collaborating  with  the  Department  of  Defense  and  Hawaii's  civil  defense  authori- 
ties and  other  agencies  to  assess  NOAA's  role  in  a  Pacific  Disaster  Center.  In  addi- 
tion, beginning  this  August,  NOAA  will  assign,  through  an  Interagency  Personnel 
Agreement,  a  senior  person  to  the  Hawaii  Governor's  office  to  facilitate  the  coordina- 
tion of  NOAA  services  and  activities  with  the  State's  priority  efforts,  and  help  build 
government-industry  partnerships.  NOAA  will  continue  to  build  on  existing  partner- 
ships, and  create  new  ones,  to  leverage  resources  and  talent  for  solving  problems 
and  maintaining  critical  services  to  the  citizens  of  Hawaii. 

AQUACULTURE  VERSES  TRADITIONAL  FISHERIES 

Question.  NOAA's  Strategic  Plan  lists  eight  elements  under  "Build  Sustainable 
Fisheries"  which  includes  support  for  U.S.  aquaculture.  The  recently  released  fiscal 
year  1996  Saltonstall-Kennedy  (S-K)  solicitation  also  established  aquaculture  as  one 
of  five  priority  funding  areas.  Recognizing  that  aquaculture  enterprises  may  be  driv- 
en for  a  number  of  reasons  from  producing  seed  and  larvae  for  stock  enhancement, 
providing  grow-out  facilities  for  commercially-valuable  species,  and  offering  employ- 
ment opportunities  for  dislocated  fishermen  and  seafood  workers,  how  does  the 
agency  view  the  relationship  between  the  culturing  of  captive  stock  and  traditional 
fisheries  and  its  consequent  funding  priorities? 

Answer.  NOAA  developed  a  policy  statement  regarding  its  role  in  aquaculture  in 
May  of  1995.  NOAA  has  identified  aquaculture  as  being  important  for  commercial 
development  as  well  as  for  use  as  a  tool  to  accelerate  stock  recovery  in  depleted  fish- 
eries. The  opportunity  to  develop  an  industry  which  is  environmentally  responsible 
and  can  provide  opportunities  for  displaced  fishermen  while  contributing  a  consist- 
ent, reliable  source  of  seafood  is  viewed  positively  by  the  agency.  The  Saltonstall- 
Kennedy  Program  has  funded  aquaculture  related  activities  throughout  the  United 
States  for  both  commercial  development  and  addressing  environmental  concerns  of 
both  the  public  and  private  sector.  While  funding  for  in-house  aquaculture  activities 
has  been  limited,  priorities  may  dictate  a  change  in  coming  years.  Given  the  current 
budgetary  climate,  however,  and  declining  Saltonstall-Kennedy  funding,  the  agency 
will  have  to  limit  its  activities  to  those  areas  which  have  appropriate  facilities  and 
staff  to  establish  Centers  of  Excellence.  The  agency  will  also  have  to  maximize  aqua- 
culture activities  through  coordinated  efforts  of  its  in-house  programs,  the 
Saltonstall-Kennedy  program,  Sea  Grant,  and  the  Joint  Subcommittee  on  Aqua- 
culture. 

WESTERN  PACIFIC  PROGRAM  OFFICE 

Question.  Several  years  back,  NMFS  maintained  a  stronger  presence  in  the  region 
through   more    autonomous   Western   Pacific   Program   Office   headquartered   and 
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staffed  in  Honolulu.  The  NMFS  decision  to  reduce  this  presence  and  move  the  locus 
of  authority  and  supervision  to  Long  Beach  effectively  terminated  the  Western  Pa- 
cific Regional  Fishery  Management  Council's  (WESPAC)  close  relationship  with  the 
NMFS  management  staff  in  Honolulu.  Assuming  that  the  NMFS  mission  and  objec- 
tive in  the  Western  Pacific  is  to  strengthen  its  partnership  with  the  WESPAC  and 
the  U.S.  Pacific  Islands,  what  drove  the  decision  to  reduce  the  Western  Pacific  Pro- 
gram Office  function  and  move  much  of  its  authority  to  the  West  Coast  and  what 
might  NMFS  do  in  the  future  to  restore  this  level  of  regional  presence? 

Answer.  Nearly  ten  years  ago,  the  NMFS  field  office  in  Honolulu  was  titled  the 
Western  Pacific  Program  Office  (WPPO).  The  WPPO  was  managed  by  an  individual 
who  supervised  the  program  specialists  and  reported  to  the  Southwest  Regional  Di- 
rector in  California.  The  staff  consisted  of  a  maximum  of  seven  people,  including  two 
clerical  support  personnel.  Since  that  time,  the  office  has  been  renamed  the  Pacific 
Area  Office  (PAO)  and  the  lines  of  authority  within  the  organization  have  been 
redrawn.  The  PAO  program  specialists  now  are  supervised  directly  by  the  cor- 
responding Division  Chief  in  the  Regional  Office.  This  change  in  organization  has 
been  positive  in  that  it  has  more  fully  integrated  the  Honolulu-based  professionals 
into  the  Regional  Office  planning,  policy  development,  and  decision  making.  The 
total  number  of  Regional  Office  employees  in  Honolulu  has  increased,  not  only  has 
the  PAO  remained  at  seven,  but  another  office  has  been  opened  for  the  longline  ob- 
server program. 

The  Western  Pacific  Fishery  Management  Council  is  very  important  to  the  accom- 
plishment of  the  mission  of  the  Southwest  Region  in  the  Pacific.  Professional  staff 
from  the  PAO  routinely  work  with  the  Council  staff  and  report  to  the  Council  on 
projects  of  interest.  The  Program  Officer  for  the  Council's  grant  is  currently  sta- 
tioned in  the  Regional  Office,  but  that  function  will  soon  be  reassigned  to  the  PAO. 
The  Pacific  highly  migratory  species  fisheries  are  the  highest  priority  for  the  South- 
west Region.  As  future  funding  permits,  NMFS  will  further  increase  its  presence  in 
Hawaii,  Guam,  and  American  Samoa. 

NMFS  REORGANIZATION 

Question.  The  NMFS  reorganization  in  progress  repackages  the  agenc/s  priorities 
and  the  functional  relationships  among  its  component  parts,  including  its  regional 
presence.  How  do  you  envision  the  role  of  the  Regional  Director  (RD)  in  this  evolv- 
ing process — with  respect  to  the  regional  Council's  and  other  related  management 
entities? 

What  is  the  current  role  of  the  RD  with  respect  to  supporting  the  Council  process? 

Answer.  The  NMFS  reorganization  is  intended  to  make  the  agency  more  efficient 
and  easier  for  the  public  to  understand  and  work  with.  One  of  the  measures  pro- 
posed in  the  reorganization  is  the  restructuring  of  the  Regional  Directors'  positions 
and  renaming  them  "Regional  Administrators"  (RA).  The  RA's  are  responsible  for 
all  NMFS  program  and  activities  within  the  region,  whether  management  or  science 
related.  The  RA's  may  participate  in  Council  meetings  on  a  routine  basis  or  they 
may  delegate  the  routine  representation.  Currently,  the  Regional  Directors  exercise 
nearly  the  same  discretion  regarding  personal  participation  at  Council  meetings. 
The  Southwest  Regional  Director  has  personally  participated  in  the  Western  Pacific 
Council  meetings  with  only  one  exception  that  was  due  to  an  unavoidable  schedul- 
ing conflict.  Considering  the  importance  of  the  Council's  actions  related  to  highly 
migratory  pelagics  and  considering  the  potential  for  Council  actions  effecting  threat- 
ened and  endangered  species,  the  Southwest  RA  is  expected  to  continue  participat- 
ing in  the  meetings. 

SEA  TURTLES 

Question.  Sea  turtles  are  protected  by  Federal  law  throughout  the  U.S.  Pacific. 
History  documents  the  taking  of  these  animals  by  indigenous  islanders  as  recently 
as  the  1970's  for  consumption  and  religious  purposes.  Although  reports  of  observa- 
tions indicate  that  the  numbers  of  sea  turtles,  particularly  the  green  sea  turtle 
Chelonia  mydas,  indicate  a  healthy  thriving  population  around  the  islands,  the  pro- 
hibition has  yet  to  be  successfully  challenged.  While  I  do  not  necessarily  endorse 
lifting  the  prohibition,  do  you  envision  any  conditions  under  which  NMFS  may  con- 
sider lifting  of  the  Federal  ban  on  taking  sea  turtles  in  the  Pacific  Islands? 

Has  NMFS  research  provided  data  regarding  sea  turtle  population  growth  and 
distribution  since  implementation  of  the  Federal  prohibition? 

Additionally,  what  is  the  status  of  the  research  being  conducted  regarding  the 
fibropapilloma  disease? 

Answer.  While  the  green  sea  turtle  population  in  Hawaii  is  showing  signs  of  in- 
crease, NMFS  does  not  consider  it  a  healthy  population  capable  of  sustaining  a  har- 
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vest.  Green  sea  turtle  nesting  is  limited  largely  to  a  single  location  in  the  Northwest 
Hawaiian  Islands,  its  foraging  areas  are  located  in  the  main  islands  where  they  are 
impacted  by  coastal  development,  interaction  with  fisheries,  vessel  collisions,  and 
poaching.  In  addition  the  capability  of  the  population  to  sustain  the  current  epi- 
demic of  fibropapilloma  disease  is  uncertain.  Outside  of  Hawaii,  the  green  sea  turtle 
populations  have  continued  to  decline  due  to  habitat  degradation,  incidental  capture 
in  fisheries,  and  directed  harvest  (legal  and  illegal).  NMFS  reviewed  the  issue  of 
subsistence  harvest  in  1985  and  concluded  that  subsistence  harvest  was  not  war- 
ranted at  that  time.  No  new  information  is  available  to  suggest  that  conclusion  is 
no  longer  valid.  In  October  1995,  NMFS  published  draft  recovery  plans  for  several 
Pacific  Basin  sea  turtle  species.  The  plan  for  green  sea  turtles  specifies  recovery  cri- 
teria. Once  the  recovery  criteria  have  been  met  the  species  could  be  delisted  and 
managed  for  sustainable  use. 

NMFS  has  maintained  a  long-term  monitoring  program  for  the  Hawaiian  popu- 
lation of  green  sea  turtles,  but  has  not  had  the  resources  to  expand  this  effort  to 
other  island  groups. 

The  fibropapilloma  disease  is  NMFS'  top  research  priority  for  sea  turtles  in  Ha- 
waii. While  there  are  indications  of  a  viral  involvement,  the  cause  of  the  disease  re- 
mains unknown  and  etiology  of  the  disease  remains  a  high  priority  in  the  recovery 
plan. 

YELLOWFIN  TUNA 

Question.  There  is  some  concern  among  fishermen  in  Hawaii  that  the  taking  of 
small  yellowfin  tuna  may  have  an  impact  on  the  health  and  stability  of  the  stocks. 
Some  experts  disagree  on  the  effect  that  this  fishery  might  have  on  the  size  and 
structure  of  the  mature  population;  a  number  of  them  describing  tuna  as  the  "cock- 
roach of  the  sea,"  in  direct  reference  to  stock  abundance.  Is  the  position  held  by 
NMFS  and,  if  so,  what  data  shows  this  to  be  the  case? 

On  the  issues  of  research,  how  much  of  the  Center  and  Laboratory's  work  is  actu- 
ally dedicated  to  supporting  the  work  of  the  Council? 

Answer.  The  concern  expressed  among  some  fishermen  in  Hawaii  regarding  the 
perception  that  tuna  fishery  interactions  are  affecting  catches  has  been  addressed 
through  research  by  JIMAR/UH  (Joint  Institute  for  Marine  and  Atmospheric  Re- 
search at  the  University  of  Hawaii)  and  NMFS  for  Hawaii/western  Pacific  fisheries. 
The  results  of  investigations  show  that  there  are  virtually  no  interactions  among  the 
tuna  fisheries  that  harvest  tuna  stocks  targeted  by  Hawaii-based  fishermen.  There 
is  also  a  tuna  tagging  study,  funded  through  the  JIMAR/UH  project,  conducted  at 
the  request  of  Hawaiian  small-boat  tuna  fishermen  to  further  monitor  and  address 
the  issue  of  harvesting  small  yellowfin.  In  addition,  recent  stock  assessments  of  the 
yellowfin  tuna  resources  in  the  western  Pacific,  conducted  by  researchers  from  sev- 
eral organizations,  show  that  the  yellowfin  resource  is  notably  healthy  in  the  west- 
ern and  central  Pacific. 

In  1995  approximately  40  percent  of  the  Southwest  Fisheries  Science  Center 
budget  (total  of  $17.5  million)  was  for  Hawaii,  on  the  following  basis: 

Percent 

Oceanic  Institute  5.4 

JIMAR 10.3 

Honolulu  Laboratory 23.4 

The  Oceanic  Institute's  research  is  not  directly  supportive  of  Council  goals. 

JIMAR's  research  is  designed  specifically  to  address  the  Council's  needs  as  ex- 
pressed in  their  long-term  plans  for  Western  Pacific  Pelagic  fish  species. 

Virtually  100  percent  of  the  fishery  research  of  the  Honolulu  Laboratory  (funding 
about  $3.2  million)  is  supportive  of  the  work  of  the  Council.  The  remainder  of  the 
Laboratory's  funding  ($0.9  million)  is  for  monk  seals  and  marine  turtles,  and  rough- 
ly 20  percent  of  it  is  used  directly  to  address  the  Council's  work.  The  rest  of  the 
monk  seal  and  marine  turtle  research  is  of  considerable  interest  to  the  Council, 
which  monitors  these  species  and  their  potential  interactions  with  Hawaii's  fish- 
eries. 

COUNCIL  ELIGIBILITY 

Question.  Recently,  NMFS  indicated  to  the  Councils  that  it  planned  to  review  with 
the  intention  of  revising  the  definitive  standards  regarding  who  was  eligible  to  serve 
as  a  Governor's  designee  to  the  WESPAC  and  the  related  definition  of  a  state's  prin- 
cipal fisheries  official.  This  affected  sitting  members  of  representing  the  Government 
of  Guam  and  the  State  of  Hawaii.  What  were  the  problems  that  motivated  the  agen- 
cy to  take  action? 
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Additionally,  with  respect  to  this  issue  and  those  that  will  be  raised  in  the  newly 
revised  Council  Handbook,  where  do  you  see  the  Council  process  going  in  the  fu- 
ture? 

Answer.  On  May  1,  1996,  NMFS  published  a  proposed  rule  (61  FR  19390)  that 
would  consolidate  and  update  the  general  Magnuson  Act  regulations,  including 
Council  guidelines.  In  the  preamble  of  that  rule,  NMFS  explained  the  proposed 
changes  regarding  "principal  state  officials"  as  follows: 

The  constituent  states  of  the  Councils  are  represented  by  "principal  state  officials" 
designated  by  their  governors.  Each  principal  state  official  under  section  302(b)  of 
the  Magnuson  Act  would  be  required  to  be  employed,  on  a  full-time  basis,  in  a  posi- 
tion related  to  the  development  of  fisheries  management  policies  for  that  state.  Each 
Governor,  when  making  new  or  revised  designations  to  a  Council  of  a  principal  state 
official  and  their  designee(s),  would  submit  to  the  NMFS  Regional  Director  in  writ- 
ing, within  a  specified  timeframe,  documentation  that  clearly  demonstrates  how 
such  individuals  meet  the  new  criteria  for  designation.  When  a  principal  state  offi- 
cial names  a  designee,  that  official  would  also  have  to  ensure  that  the  required  doc- 
umentation is  provided  in  advance,  in  a  timely  manner,  to  the  NMFS  Regional  Di- 
rector. Additionally,  this  section  would  specify  that  principal  state  officials  who  do 
not  meet  the  new  criteria  or  do  not  submit  the  required  documentation  would  not 
be  able  to  vote  (§600.205). 

The  purpose  of  the  proposed  change  is  to  clarify  existing  guidelines  regarding 
'principal  state  officials."  The  Magnuson  Act  states  that  voting  members  of  each 
Council  include  'The  principal  State  official  with  marine  fishery  management  re- 
sponsibility and  expertise  in  each  constituent  State,  who  is  designated  as  such  by 
the  Governor  of  the  State,  so  long  as  the  official  continues  to  hold  such  position, 
ar  the  designee  of  such  official."  The  proposed  change  would  clarify  that  "official" 
means  a  full-time  employee  of  the  state  represented.  The  intent  is  that  each  state's 
ifficial  positions  and  policies  are  represented  during  Council  discussions  and  votes 
and  to  ensure  that  communication  between  the  Councils  and  states  are  clear  and 
direct. 

We  do  not  see  the  Council  process  changing  significantly  in  the  foreseeable  future, 
onless  there  are  amendments  to  the  Magnuson  Act  that  require  changes. 

SUBCOMMITTEE  RECESS 

Senator  GREGG.  If  there  is  nothing  further,  the  subcommittee 
will  stand  in  recess. 

[Whereupon,  at  3:06  p.m.,  Tuesday,  May  14,  the  subcommittee 
was  recessed,  to  reconvene  subject  to  the  call  of  the  Chair.] 
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U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  10:05  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 
Present:  Senators  Gregg  and  Hollings. 

DEPARTMENT  OF  COMMERCE 

Technology  Administration 

STATEMENT  OF  MARY  L.  GOOD,  UNDER  SECRETARY  FOR  TECH- 
NOLOGY 

ACCOMPANIED  BY: 

ARATI  PRABHAKAR,  DHtECTOR,  NATIONAL  INSTITUTE  OF  STAND- 
ARDS AND  TECHNOLOGY 
THOMAS  GARY,  BUDGET  OFFICER,  NATIONAL  INSTITUTE  OF 
STANDARDS  AND  TECHNOLOGY 

OPENING  REMARKS 

Senator  GREGG.  We  will  begin  the  hearing.  We  appreciate  the 
witnesses  coming  today,  and  we  thank  them  for  the  courtesy  of 
their  time. 

We  would  ask  that  you  summarize  your  statements.  That  would 
be  appreciated. 

I  am  going  to  proceed  with  you,  Madam  Secretary. 

Dr.  GOOD.  Thank  you  very  much,  Senator. 

We  really  do  appreciate  your  time  actually  to  talk  about  the  pro- 
grams in  the  Technology  Administration.  We  have  prepared  for  you 
some  rather  long  testimony,  which  we  will  just  put  in  the  record, 
and  we  will  try  to  summarize  that  very  quickly,  if  we  might,  and 
then  we  will  go  from  there.  OK? 

Senator  Gregg.  Great. 

Dr.  GOOD.  Just  to  remind  you  who  we  are,  the  Technology  Ad- 
ministration includes  NIST,  which  is  the  National  Institute  of 
Standards  and  Technology,  and  Dr.  Prabhakar,  who  is  the  Director 
of  NIST,  will  talk  specifically  about  their  programs  and  the  budget 
for  NIST  this  year. 
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There  is  also  the  National  Technical  Information  Service,  NTIS, 
and  I  want  to  say  just  a  word  about  that.  It  is  a  fee-funded  agency, 
and  I  want  to  say  a  couple  of  words  about  our  plans  for  that,  be- 
cause we  would  like  to  have  your  support  as  we  move  forward  with 
some  of  those. 

The  other  component  is  the  Office  of  Technology  Policy,  which  we 
will  talk  a  little  bit  about. 

Before  we  actually  do  the  budget  numbers,  if  you  would  bear 
with  us  for  a  moment,  we  would  really  like  to  put  what  we  do  into 
some  context  with  what  it  means  to  the  country  and  where  we 
think  it  fits. 

If  you  look  today,  the  biggest  issue  in  the  United  States  is  tech- 
nology. In  fact,  in  all  of  the  industrialized  countries  and  those  that 
are  attempting  to  become  industrialized,  all  of  them  are  looking  at 
technology  as  the  base  on  which  they  hope  to  grow  and  produce 
high-quality  jobs.  The  technology-based  industries  are  really  where 
the  high-quality  jobs  are. 

We  are  trying  to  do  that  and  the  rest  of  the  world  is  trying  to 
do  it  as  well.  Arid  what  we  find  is  that  the  rest  of  the  world  is  be- 
ginning to  do  it  rather  well,  which  is  somewhat  different  than  it 
might  have  been  30  years  ago. 

Over  my  lifetime  I  spent  a  fair  amount  of  time  in  the  academic 
community  and  then  a  fair  amount  of  time  in  the  industrial  com- 
munity, and  now  in  Government,  and  I  told  somebody  the  other 
day:  I  have  spent  my  entire  life  trying  to  get  enough  resources  for 
research  and  development  to  make  the  country  into  what  I  consider 
to  be  a  real  technology  leader. 

From  the  university  point  of  view,  the  R&D  support  that  the 
Federal  Government  provides  is  truly  their  lifeblood.  The  univer- 
sities depend  for  their  research  support  on  Federal  R&D.  And  what 
comes  out  of  the  universities  over  time  is  the  base,  if  you  will,  on 
which  we  actually  get  the  technology. 

Industry,  though,  interestingly  enough,  depends  on  Federal  R&D 
support  for  the  infrastructure  of  the  country.  The  technological  in- 
frastructure for  the  country  today  is  really  as  important  as  the  in- 
frastructure that  we  built  at  the  beginning  of  the  century  on  roads 
and  railroads  and  those  sorts  of  things.  But  the  infrastructure  that 
industry  and  commerce  need  today,  that  technological  infrastruc- 
ture is  really  what  we  are  all  about. 

If  you  look  at  what  the  Federal  Government's  role  has  been  since 
the  Second  World  War,  we  have  essentially  built  our  emerging 
technologies.  Those  technologies  that  created  truly  new  industries 
were  funded  by  the  Government  in  the  beginning,  because  no  one 
would  take  them  on  in  the  private  sector  because  they  were  too 
high  risk.  We  did  not  know  where  they  were  going;  and  in  some 
cases,  they  were  technologies  that  put  a  particular  industry  out  of 
business,  and,  therefore,  those  folks  were  not  interested  in  support- 
ing it. 

Today,  we  have  the  basic  research  portfolio  that  the  Federal  Gov- 
ernment supports  at  the  same  time  that  the  industry  itself  has 
moved  much  further  over  to  short-term  kinds  of  research.  So  the 
middle  where  we  actually  develop  new  emerging  technologies  is 
really  not  getting  done  to  the  extent  the  rest  of  the  world  is  doing. 
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So,  in  a  sense,  our  position  is:  The  Technology  Administration's 
role  is  to  look  at  civilian  technology  in  the  United  States,  try  to  un- 
derstand where  it  is,  try  to  understand  the  kind  of  support  that  the 
Government  can  supply  that  makes  sense,  but  that  does  not  in  any 
way  constrict  the  market,  but  that  manages  to  make  us  have  the 
kind  of  infrastructure  that  lets  companies  grow,  lets  small  compa- 
nies start,  lets  big  companies  have  the  infrastructure  and  the  peo- 
ple that  are  required  for  them  to  create  jobs. 

The  Technology  Administration  is  really  the  only  office  in  the 
Government  that  is  committed  to  civilian  technology.  You  have 
mission-related  technology  across  the  Government.  But  our  office  is 
the  only  group  that  really  looks  at  where  the  civilian  base  is. 

We  do  a  lot  of  overview  work.  We  try  to  do  a  lot  of  assessment 
as  to  where  the  industry  is,  where  the  technology  holes  are,  and 
we  try  to  do  an  assessment  of  what  the  rest  of  the  world  is  doing, 
so  we  have  some  context  in  which  we  do  these  things. 

In  NTIS,  we  also  have  the  only  information  system  that  is  re- 
sponsible for  the  archives  of  all  of  the  Government  technology  docu- 
ments. 

We  also  have  the  national  lab,  that  Dr.  Prabhakar  will  talk 
about,  that  provides  for  the  metrology  of  standards  and  standards 
development.  It  runs  all  the  way  from  how  do  you  measure  the  di- 
mensions of  microcomputers  and  microchips  to  the  software  stand- 
ards that  make  it  possible  for  computers  to  talk  to  each  other.  That 
is  the  breadth  of  the  kind  of  standards  and  measurement  activities 
which  they  do. 

The  program  in  ATP,  the  Advanced  Technology  Program,  we  be- 
lieve has  a  real  role  in  trying  to  look  at  this  business  of  emerging 
technologies  and  how  they  stimulate  that,  particularly  in  small 
companies  and  consortia  arrangements. 

The  Manufacturing  Extension  Program,  we  think,  is  absolutely 
crucial.  We  still  have  380,000  small-  and  medium-size  manufactur- 
ers. And  although  the  top  group  has  now  become  pretty  world 
class,  the  small  ones  at  the  bottom  have  a  long  way  to  go,  and  MEP 
is  designed  to  remedy  that. 

In  a  sense,  these  are  the  only  technology  programs  that  are  de- 
signed just  to  improve  our  civilian  infrastructure.  So  let  me  use 
that  as  a  background  and  talk  a  little  bit  about  the  issues. 

First,  NTIS  is  requesting  no  appropriated  funds,  but  we  are  prob- 
ably, within  the  next  few  months,  going  to  make  a  recommenda- 
tion. This  is  a  fee-funded  agency.  We  make  our  money  by  selling 
documents  and  packaging  them  in  such  ways  that  customers  want 
to  buy  them.  And  we  also  do  a  lot  of  surveys  for  other  Government 
agencies,  particularly  on  online  software.  We  are  one  of  the  suppli- 
ers of  online  technology.  We  do  not  do  the  agency's  business,  but 
we  can  provide  them  systems  to  let  them  get  their  own  online  ma- 
terials going. 

We  are  going  to  propose  that  NTIS  become  a  Government  cor- 
poration, which  is  one  of  the  ideas  that  we  think  is  really  appro- 
priate for  NTIS.  It  would  allow  us  to  run  it  in  a  much  more  busi- 
nesslike way. 

But  at  the  same  time,  we  do  not  think  it  should  be  totally 
privatized,  because  if  you  look  at  the  Government's  archives,  about 
20  percent  of  the  data  base  brings  in  about  80  percent  of  the 
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money.  But  the  other  80  percent  of  that  data  base  is  what  our  uni- 
versities and  laboratory  personnel  depend  on  to  keep  them  from  re- 
inventing the  wheel  and  what  have  you.  A  really  private  outfit 
would  just  abandon  that  less  profitable  part,  and  we  would  have 
people  reinventing  the  wheel  all  over,  because  those  data  bases 
would  not  get  done. 

So  we  hope  you  will  be  able  to  support  that  when  it  comes  up, 
because  we  do  think  that  making  it  a  Government  corporation 
would  be  a  very  good  way  to  go. 

The  budget  issues  that  I  will  talk  about  have  to  do  with  the 
Under  Secretary's  Office  and  the  Office  of  Technology  Policy.  That 
budget  is  one  line  item  in  your  budget  outline.  And  what  we  are 
requesting  there  is  exactly  the  same  as  the  budget  we  have  for 
1996  The  budget  for  1996  for  the  operation  is  $7  million,  and  we 
are  asking  for  that  to  be  the  same  for  1997.  We  are  not  asking  for 
an  increase. 

We  are  in  the  process  of  downsizing  that  office,  because  our 
budget  in  1995  originally  was  $10  million.  So  we  are  in  the  process 
of  downsizing  significantly,  plus  we  have  also  been  asked  by  the 
Department,  in  the  business  of  helping  the  Secretary  downsize  the 
Department,  to  assimilate  into  our  program  the  Air  and  Space 
Commercialization  Group.  So  not  only  will  we  have  continued  the 
downsizing,  but  we  also  will  have  to  find  enough  money  to  accom- 
modate them.  ,, 

The  only  new  initiative  that  we  have,  but  we  will  do  it  with  the 
money  that  we  have,  is  to  be  very  much  involved  in  a  new  initia- 
tive for  State/Federal  technology  partnerships  to  look  at  how  we 
can  better  exploit  what  the  States  are  doing,  and  they  can  exploit 
what  the  Federal  Government  is  doing,  to  see  if  we  can  leverage 
our  money  better. 

The  Manufacturing  Extension  Program  does  that  already.  We 
want  to  look  at  some  other  issues  where  we  can  do  that  better.  So 
that  is  the  only  new  initiative  we  have,  and  we  will  do  that  within 
our  budget.  We  will  let  some  other  things  go  and  do  that  within 

So  our  budget  position  for  the  Under  Secretary's  Office  and  the 
Office  of  Technology  Policy  is  to  stay  where  we  are  at  $7  million. 

There  is  another  request  in  our  budget  for  $2.5  million,  but  that 
is  for  external  grants  in  the  United  States/Israel  Science  and  Tech- 
nology Commission.  That  money  does  not  stay  with  us,  it  goes  out 
to  the  grantees.  That  is  a  program  which  has  joint  United  States/ 
Israeli  companies  working  together  to  develop  a  technology  where 
we  can  use  their  market  expertise  and  our  market  expertise  at  the 
same  time. 

So  our  budget  request  is  essentially  the  same  as  we  had  tor  lyyb. 
We  are  not  asking  for  an  increase. 

PREPARED  STATEMENT 

With  that,  I  am  going  to  turn  it  over  to  Dr.  Prabhakar  and  let 
her  give  you  an  overview  of  NIST  and  let  her  tell  you  something 
about  their  budget  issues. 

[The  statement  follows:] 
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Prepared  Statement  of  Dr.  Mary  L.  Good 

Thank  you  Mr.  Chairman  and  Members  of  the  Subcommittee  for  inviting  me  be- 
fore you  today  to  discuss  the  President's  fiscal  year  1997  budget  request  for  the 
Technology  Administration,  which  includes  the  Office  of  the  Under  Secretary  for 
Technology,  the  Office  of  Technology  Policy,  the  National  Institute  of  Standards  and 
Technology,  and  the  National  Technical  Information  Service.  My  testimony  this 
afternoon  will  address  the  initiatives  of  my  immediate  office  and  the  Office  of  Tech- 
nology Policy.  NIST  Director  Dr.  Arati  Prabhakar  will  discuss  the  Institute's  budget 
request. 

I  would  like  to  remark  briefly  on  the  outstanding  efforts  of  the  National  Technical 
Information  Service,  an  agency  dedicated  primarily  to  the  collection  and  dissemina- 
tion of  scientific  and  technical  information  generated  by  the  Federal  government, 
since  it  is  fully  self-supporting  and  does  not  receive  a  Federal  appropriation.  The 
Administration  is  currently  considering  NTIS  as  a  candidate  for  a  performance- 
based  organization.  A  PBO  provides  greater  flexibility  and  relief  from  a  variety  of 
government  controls  in  exchange  for  measurable  results-oriented  management.  The 
goal  is  to  increase  efficiency  and  output  by  operating  in  a  more  business-like  man- 
ner. 

ROLE  OF  THE  TECHNOLOGY  ADMINISTRATION 

I  came  to  my  position  as  Under  Secretary  for  Technology  from  a  somewhat  varied 
background.  I  spent  over  20  years  in  the  Louisiana  State  University  system  as  a 
Professor  of  Chemistry  and  a  Professor  of  Material  Science  in  the  Engineering  Re- 
search Division.  I  followed  that  with  13  years  in  industry  as  a  research  manager 
and,  finally,  as  Senior  Vice  President  for  Technology  at  Allied  Signal,  a  company 
with  extensive  business  in  aerospace,  automotive  components,  and  chemical-prod- 
ucts. I  also  spent  11  years  as  a  Presidential  appointee  on  the  National  Science 
Board,  with  three  of  those  years  as  Chairwoman  of  the  governing  body  of  the  Na- 
tional Science  Foundation.  I  also  spent  two  years  on  the  President's  Committee  of 
Advisors  for  Science  and  Technology  during  the  last  Administration. 

I  provide  this  background  only  to  indicate  that  my  views  on  science  and  tech- 
nology policy  are  colored  by  my  experience  in  basic  science,  commercial  research  and 
development,  and  science  and  technology  policy. 

Now  let  me  tell  you  why  I  took  this  job  three  years  ago.  It  has  been  clear  for  some 
time  that  technology  is  playing  an  increasingly  important  role  in  the  global  econ- 
omy. In  large  measure,  the  ability  of  a  nation  to  grow  and  create  prosperity  for  its 
citizens  is  inextricably  linked  to  its  ability  to  develop  and  commercialize  new  tech- 
nologies. In  essence,  technological  leadership  is  essential  to  the  United  States'  na- 
tional interest.  And  it  is  my  view  that  the  Federal  government  has  an  essential  role 
to  play  in  ensuring  that  the  United  States  remains  a  global  technology  leader.  While 
the  primary  responsibility  for  U.S.  competitiveness  clearly  lies  with  the  private  sec- 
tor, it  is  clear  that  the  actions  of  the  Federal  government  have  an  enormous  im- 
pact— intended  or  not — on  the  ability  of  U.S.  firms  to  develop  technology,  incorpo: 
rate  it  into  new  products  and  services,  and  bring  them  to  market  at  the  rapid  pace 
demanded  in  today's  highly  competitive  global  economy.  Therefore,  I  believe  that  if 
the  United  States  is  to  retain  its  technological  leadership  into  the  21st  century,  the 
Federal  government  must  work  affirmatively  to  create  a  climate  that  is  conducive 
to  innovation — fostering  technology  research,  development,  diffusion,  and  commer- 
cialization. 

Clearly,  the  emergence  of  a  dynamic,  global  economy  has  profoundly  and  perma- 
nently changed  the  nature  of  U.S.  technology  policy.  Where  once  our  nation's  tech- 
nology policy  focused  nearly  exclusively  on  the  development  of  new  mission-related 
technologies,  today  it  is  intertwined  with  U.S.  economic,  trade,  and  regulatory  poli- 
cies, and  increasingly  related  to  our  national  defense  and  foreign  policies.  It  is  with- 
in this  broader  strategic  framework  that  the  Technology  Administration  operates. 
No  where  else  in  government  will  you  find  a  Federal  agency  with  the  sole  respon- 
sibility of  working  with  industry,  academia,  state  and  local  governments  and  other 
Federal  agencies  to  develop  integrated  national  policies  and  programs  that  will 
maximize  technology's  contribution  to  U.S.  economic  growth,  job  creation  and  na- 
tional prosperity.  And  without  such  an  integrated  approach,  American  companies 
and  workers  will  be  placed  at  a  competitive  disadvantage  in  the  global  marketplace. 

The  Technology  Administration  serves  a  unique  function  for  the  Nation.  It  is  the 
Federal  agency  charged  with  working  with  industry  to  develop  policies  and  pro- 
grams to  maximize  technology's  contribution  to  U.S.  economic  growth,  job  creation 
and  national  prosperity.  To  this  end,  the  Technology  Administration  seeks  to  en- 
courage the  development  of  the  technological  infrastructure  required  to  support  U.S. 
industry  into  the  21st  century;  to  foster  the  development,  diffusion  and  adoption  of 
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new  technologies;  to  disseminate  technological  information;  and  to  create  a  business 
environment  conducive  to  innovation.  The  Technology  Administration  fulfills  its  re- 
sponsibilities through  my  office — the  Office  of  the  Under  Secretary — and  three  com- 
ponent agencies:  the  National  Institute  of  Standards  and  Technology  (NIST),  the 
National  Technical  Information  Service  (NTIS),  and  the  Office  of  Technology  Policy. 
The  policy  analysis  and  formulation  efforts  of  my  office  and  the  Office  of  Technology 
Policy  establish  the  context  and  provide  a  framework  for  the  essential  standards 
and  technology  programs  of  the  National  Institute  of  Standards  and  Technology  and 
other  Federal  civilian  technology  agencies. 

usotp:  a  proud  history  of  success 

The  Office  of  the  Under  Secretary/Office  of  Technology  Policy  (USOTP)  has  a 
proud  history  of  success  in  conducting  research  and  analysis,  then  formulating  and 
promoting  policies  to  create  sustained  economic  growth  and  provide  high  quality 
jobs: 

— USOTP  has  also  long  played  a  leadership  role  in  maximizing  the  value  of  fed- 
eral mission  research  to  the  U.S.  economy: 

— The    Office    of   Productivity,    Technology,    and    Innovation — predecessor    to 
USOTP— was  instrumental  in  crafting  the  1986  Federal  Technology  Transfer 
Act,  which  encourages  research  collaboration  among  firms,  universities  and 
national  laboratories.  Last  year,  the  Office  of  the  Under  Secretary  led  efforts 
to  improve  this  legislation  by  successfully  promoting  passage  of  the   1995 
Technology  Transfer  and  Advancement  Act. 
— By    promoting    cooperation    between    industry    and    Federal    laboratories — 
through  regional  conferences,  for  example — OTP  has  made  a  major  contribu- 
tion to  a  substantial  increase  in  the  number  of  CRADA's. 
— Today,  OTP  is  leading  interagency  efforts  to  streamline  CRADA's,  develop 
measurement  tools  to  gauge  the  effectiveness  of  government-industry  R&D 
partnerships,  evaluate  the  effectiveness  of  existing  federal  partnership  mecha- 
nisms, and  drive  policy  changes  that  make  it  easier  for  business  to  partner 
with  the  government.  OTP's  most  recent  accomplishment  in  this  area  is  the 
publication  of  "Effective  Partnering:  A  Report  to  Congress  on  Federal  Tech- 
nology Partnerships"  in  April  1996.  This  report  assesses  government-industry 
cooperative  efforts  in  technology  development  and  diffusion,  and  recommends 
ways  to  improve  the  effectiveness  of  these  programs.  This  report  provides  the 
framework  for  making  government  a  better  partner  with  industry. 
— OTP  has  served  as  an  effective  advocate  for  American  industry  within  the  Fed- 
eral government,  identifying  and  facilitating  the  removal  of  legal  and  regulatory 
barriers  to  innovation.  OTP's  advocacy  on  behalf  of  the  U.S.  pharmaceutical  in- 
dustry was  instrumental  in  the  National  Institutes  of  Health  decision  in  April 
1995  to  drop  the  "reasonable  pricing^  clause  from  its  cooperative  research  and 
development  agreements.  This  provision  was  viewed  by  industry  as  a  significant 
barrier  to  partnership  with  NIH. 
— OTP  has  also  served  as  a  forceful  advocate  for  reinventing  our  environmental 
regulatory  system.  In  dozens  of  meetings  with  industry,  the  EPA,  and  other  ad- 
ministration officials  during  the  past  two  years,  OTP  has  advocated  moving 
away  from  the  current  "command  and  control"  approach  towards  an  incentive- 
based  system  in  which  government  sets  the  performance  standards  and  allows 
industry  to  determine  how  best  to  achieve  them.  The  Office  of  the  Under  Sec- 
retary has  also  managed  the  Rapid  Commercialization  Initiative  with  the  De- 
partment of  Energy  to  accelerate  the  deployment  of  promising  new  environ- 
mental technologies  by  providing  demonstration  sites  and  verification  for  com- 
panies. 
— Working  in  partnership  with  U.S.  industry,  OTP  negotiated  a  framework  for  a 
unique  international  collaborative  research  and  development  initiative  in  ad- 
vanced manufacturing.  The  Intelligent  Manufacturing  Systems  collaboration  in- 
volves industry,  academia,  and  government  participation  from  more  than  20 
countries  including  the  United  States,  Japan,  Australia,  Canada  and  nations  of 
the  European  Union,  the  European  Free  Trade  Association.  The  IMS  Partner- 
ship established  an  intellectual  property  rights  framework  that  provides  coun- 
tries and  individual  enterprises  with  an  assurance  of  equitable  sharing  of  intel- 
lectual property  derived  from  or  brought  into  joint  ventures.  The  first  phase  of 
IMS,  a  two-year  feasibility  study  completed  in  February  1994,  was  found  to  be 
an  unqualified  success  by  the  International  Steering  Committee  that  oversaw 
the  test  case  R&D  consortia.  The  second  phase,  a  10-year  full  scale  partnership 
for  joint  R&D  in  advanced  manufacturing,  commenced  in  April  1995.  It  is  hoped 
that  IMS  will  serve  as  a  model  for  other  international  R&D  cooperative  efforts. 
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—There  is  evidence  that  parts  of  the  Partnership  for  a  New  Generation  of  Vehi- 
cles initiative  are  producing  results  ahead  of  schedule.  Let  me  share  two  exam- 
ples: 

—Ford  Motor  Company  and  Chrysler  Corp.  unexpectedly  unveiled  PNGV  tech- 
nology demonstrators — models  for  possible  PNGV  Supercars  of  the  future — in 
January  1996  at  the  North  American  International  Auto  Show  in  Detroit.  The 
official  milestone  date  for  a  PNGV  concept  car  is  the  year  2000. 
—A  PNGV  CRADA  between  Sandia  National  Laboratory  and  General  Motors 
Delphi  Saginaw  Steering  Systems  resulted  last  year  in  the  first  commer- 
cialization of  a  technology  process  using  intelligent  control  for  induction  hard- 
ening was  used  for  fabricating  shafts  used  in  Saturn  front  drive  trains.  The 
benefits  of  this  PNGV  research  are  reduced  costs  and  improved  energy  effi- 
ciency. It  is  expected  to  have  widespread  application  in  the  auto  industry. 
—As  the  U.S.  Secretariat  for  the  U.S.-Israeli  Science  and  Technology  Commission 
(USISTC),  OTP  has  worked  to  promote  collaborative  science  and  technology  ac- 
tivities between  interested  parties  of  both  nations.  In  1995,  the  Commission 
conducted  two  competitions  to  award  $25  million  in  funds.  Six  joint  venture 
projects  were  selected:  New  Generation  Cameras;  Solar  Thermal  Electrical  Gen- 
eration   Project;    Aquaculture;    Reality    2000 — Advanced    Ultrasound    System; 
Pulsed  Electron  Beam  (PEB)  Joining  for  Ceramic  to  Metal  Attachment  for  En- 
gine Components;  and  Sea  Water  Desalination  Project. 
USOTP  plans  to  build  on  this  track  record  of  success  in  fiscal  year  1997. 

A  CHANGING  WORLD  AND  GLOBAL  ECONOMY 

I  believe  the  functions  of  USOTP  are  more  important  than  ever  as  we  cope  with 
the  profound  changes  that  are  reshaping  the  face  of  global  competition,  nations,  in- 
dustries, companies,  and  the  lives  and  livelihoods  of  American  workers,  and  their 
implications  for  Federal  policies.  These  changes  can  be  found  in  virtually  every  field 
of  human  endeavor — social,  political,  economic,  and  technological.  Together  they 
offer  unprecedented  opportunities  for  our  nation — and  pose  great  challenges  as  well. 

Two  of  these  changes — the  accelerating  pace  of  technological  change  and 
globalization — have  profound  implications  for  the  competitiveness  of  U.S.  companies 
and  American  workers,  and  accordingly  for  America's  domestic  and  foreign  policies. 

Accelerating  Pace  of  Technological  Change 

Intensifying  global  competition  and  rising  consumer  expectations  have  greatly  ac- 
celerated the  pace  of  technological  change.  Where  once  product  lifetimes  were  meas- 
ured in  years,  today  they  are  often  measured  in  months.  In  the  electronics  industry, 
the  lifetime  of  a  new  model  of  personal  computer  is  less  than  two  years.  To  remain 
competitive,  a  commercial  high-technology  company  may  have  to  fund  and  manage 
three  generations  of  technology  simultaneously:  one  in  full-scale  production,  one  in 
pilot  production,  and  one  in  manufacturing  process  design  and  development.  This 
can  strain  even  the  resources  of  America's  largest  firms. 

To  compete  in  today's  global  economy,  companies  must  engage  in  perpetual  inno- 
vation, adapting  quickly  to  changing  markets  to  constantly  provide  a  new  stream 
of  products  and  services  that  are  better  and  less  expensive  than  the  previous  gen- 
eration. 
Globalization 

The  second  driver  of  fundamental  change  is  globalization.  We  often  hear  that  we 
are  now  part  of  a  global  economy.  But  what  exactly  does  that  mean? 

At  first  glance  it  appears  rather  evident.  American  firms  are  selling  products  in 
foreign  markets  and  foreign  competitors  are  selling  their  products  here  in  our  mar- 
ket. But  the  extent  of  globalization  reaches  far  beyond  the  trading  of  goods  and 
services.  Each  of  the  three  factors  of  national  economic  growth — capital,  labor,  and 
technology — is  becoming  increasingly  global  as  well. 

Capital. — Increasingly,  capital  knows  no  nationality  and  will  seek  out  the  best  op- 
portunities whether  here  in  the  United  States  or  abroad.  Both  the  President  and 
Congress  are  committed  to  reducing  the  deficit  and  balancing  the  budget.  This  will 
free  much  needed  capital  for  investments  that  will  stimulate  economic  growth  and 
job  creation.  But  once  freed,  capital  will  chase  the  best  investment  opportunities  the 
world  has  to  offer.  If  the  United  States  and  our  workers  are  to  reap  the  full  benefits 
of  our  fiscal  responsibility,  we  must  also  ensure  that  our  Nation  offers  the  best  busi- 
ness climate  in  the  world  for  innovation. 

Labor. — Labor,  too,  is  now  more  free  to  flow  to  global  opportunities.  In  some 
cases,  U.S.  firms  benefit  from  the  skilled  labor  force  of  other  nations.  For  example, 
engineers  in  India  are  designing  computer  chips  for  America's  leading  firms,  and 
beaming  those  designs  overnight  to  California  and  Texas  by  satellite.  In  other  cases, 


380 

American  workers  enjoy  the  benefits  of  foreign  investment  in  the  United  States 
More  than  half  of  the  million  workers  in  America's  chemical  industry  are  employed 
bv  U  S  affiliates  of  foreign  corporations.  In  the  future,  firms  across  the  globe  and 
here  at  home  will  be  drawn  to  nations  with  skilled  labor  and  high  productivity  If 
the  United  States  is  to  build  and  strengthen  our  domestic  industries  and  attract  the 
engines  of  economic  growth  to  our  shores,  we  must  have  a  well-trained,  highly  [ 
skilled  American  workforce  prepared  to  compete  for  these  global  opportunities 

Technology  —But  it  is  the  third  factor— technology— that  accounts  for  the  largest 
contribution  to  economic  growth.  Leading  economists  estimate  that  technology  may 
account  for  as  much  as  one-half  of  economic  growth  in  the  United  States  over  the 
oast  50  years.  Yet  technologies— in  the  form  of  products,  know  how,  intellectual  I 
property,  people,  and  companies— are  being  traded,  transferred,  hired,  bought  and  | 
sold  on  a  global  basis.  For  example:  . 

—Foreign  companies  have  significantly  increased  the  R&D  they  perform  in  the 
United  States,  growing  six-fold  in  current  dollars  during  the  1980  s.  A  recent 
report  by  our  Office  of  Technology  Policy  identified  645  U.S.-based  research  fa- 
cilities owned  by  foreign  companies,  up  from  250  facilities  in >  1992.  These  firms 
now  account  for  one  of  every  five  dollars  spent  on  corporate  R&D  in  the  United 

—U.S.  firms  have  also  expanded  the  amount  of  R&D  performed  abroad,  tripling 

—Small  U.s!  high-technology  companies  and  start-ups  are  often  primary  targets 
for  foreign  acquisition.  Too  often  these  companies  possess  valuable  technologies, 
but  are  so  cash-strapped  and  unattractive  to  U.S.  capital  markets  they  turn  to 
foreign  investors.  _.    .. 

—Technology  is  also  flowing  globally  through  people— one  of  the  most  ettective 
technology  transfer  mechanisms.  In  1993,  foreign  students  on  temporary  visas 
obtained  44  percent  of  the  mathematics  and  computer  science  doctoral  degrees  I 
and  50  percent  of  the  engineering  doctoral  degrees  awarded  at  American  univer- 
sities. Many  of  these  students  return  home,  carrying  with  them  knowledge  | 
gained  in  the  course  of  performing  leading-edge  research. 
At  the  same  time,  the  competition  for  world  markets  is  intensifying.  Nations  ev- 
erywhere have  recognized  the  link  between  technology  and  economic  growth  and  are  j 
rapidly  expanding  their  scientific  and  technological  capabilities.  Their  governments  i 
are  developing  a  range  of  policies  and  programs  to  enhance  the  competitiveness  ol 
their  industries  and  attract  the  engines  of  economic  growth  to  their  shores.  And  al- 
most uniformly  around  the  world,  the  U.S.  government's  science  and  technology  in- 
frastructure is  a  model  of  success  worthy  of  imitation. 

Both   industrialized   and   rapidly   industrializing   nations   are   pursuing  policies] 

aimed  at  giving  their  nations'  corporations  a  competitive  edge  in  world  markets 

These  competitive  pressures  will  only  continue  to  intensify.  . 

—European    nations    are    accelerating    investment    in    commercial    technologies 

through  national  programs  and  through  European  Union  joint  R&D  activities 

—A  world  technology  leader,  Japan  is  also  expanding  its  civilian  government  R&L 

at  a  time  when  U.S.  spending  is  projected  to  fall  significantly.  By  2002    some 

forecasts  show  U.S.  government  per  capita  spending  on  civilian  R&D  tailing  t< 

less  than  half  that  of  Japan.  

—South  Korea  is  now  the  world's  largest  maker  of  DRAM  s,  and  the  Korean  gov 

ernment  plans  to  spend  $50  billion  on  an  information  superhighway. 
—Malaysia  plans  to  spend  more  than  $2  billion  annually  on  improving  its  tele 

communications  infrastructure.  

—Indonesia  plans  to  invest  more  than  $113  billion  in  aerospace,  telecommuni 

cations,  and  energy  sectors;  environmental  and  health  care  technologies  ar. 

other  areas  of  priority.  .... 

—Taiwan  spends  more  than  four  times  what  the  United  States  spends  on  civiliai 

R&D  as  a  percentage  of  GDP.  .,,,.,  oW( 

America  must  remain  vigilant,  monitoring  the  technology  policies  of  both  industn 

alized  and  industrializing  nations.  Our  Office  of  Technology  Policy  performs  vita 

analytical  work  to  address  these  issues. 

FEDERAL  POLICY  IMPLICATIONS 

Against  this  backdrop  of  globalization  and  acceleration  in  the  pace  of  technolog, 
development,  I  would  like  to  talk  a  bit  about  the  implications  for  government  policj 
In  my  view,  policies  designed  to  address  the  globalization  of  technology  should  see 
to  leverage  a  nation's  interests  in  the  global  marketplace,  but  do  so  without  impec 
ing  world  business  and  growth. 
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International  Policy 

Intellectual  property  protections. — The  globalization  of  technology  and  markets  re- 
quires tougher  standards  and  enforcement  of  intellectual  property  rights  to  protect 
the  interests  of  U.S.  industry.  This  is  especially  true  in  many  of  the  newly  industri- 
alizing countries  whose  markets  are  expected  to  expand  dramatically  in  the  coming 
years.  Last  year,  nine  of  these  countries  were  on  the  U.S.  Trade  Representative's 
Special  301  watch  lists  for  denying  adequate  and  effective  protection  of  intellectual 
property  rights.  High-tech  companies  can  be  gravely  affected  by  weak  IPR  laws.  For 
example,  U.S.  software  vendors  supply  75  percent  of  the  $77  billion  world  market 
for  packaged  software.  Yet  it  has  been  estimated  that  piracy  deprived  software  de- 
velopers of  about  $13  billion  in  worldwide  revenues  in  1993. 

R&D  subsidies. — Government  subsidization  of  research  and  development  is  an- 
other key  issue,  especially  in  view  of  expanding  efforts  by  other  nations  to  support 
the  competitiveness  of  their  domestic  industries.  The  issue  of  R&D  subsidies  is  fur- 
ther complicated  by  the  blurring  of  lines  between  basic  research,  widely  acknowl- 
edged to  be  appropriate  for  government  support,  and  applied  research  where  the 
role  of  government  has  been  debated.  The  Federal  government  must  ensure  a  level 
playing  field  for  American  companies. 

Monitoring  Foreign  S&T  Policies. — Operating  in  a  highly  competitive  global  econ- 
omy in  which  technology  acquisition  and  development  are  cornerstone  policies  of 
many  nations  requires  a  vigilant  eye  on  the  science  and  technology  policies  and  pro- 
grams of  our  key  trading  partners  and  newly  industrializing  nations. 

Science  and  technology  agreements. — The  globalization  of  technology  has  brought 
new  opportunities  for  R&D  cooperation,  including  the  establishment  of"  bilateral  and 
multilateral  science  and  technology  agreements,  as  well  as  multilateral  technology 
development  efforts.  The  precompetitive  technologies  developed  jointly  under  such 
collaborative  arrangements  are  clearly  destined  for  commercial  use  and,  thus,  must 
be  carefully  crafted  to  create  the  appropriate  balance  between  cooperation  and  com- 
petition. 

Representing  U.S.  Commercial  Interests  In  International  Fora. — Globalization  has 
also  made  technology  issues  increasingly  important  in  the  activities  of  international 
organizations.  The  Federal  government  must  help  American  firms  secure  access  to 
foreign  technology  and  production  process  knowledge  through  participation  in  these 
fora. 

Domestic  Policy 

Nations  must  also  recognize  that  the  accelerated  pace  of  technology  development 
and  the  globalization  of  technology  have  important  implications  for  their  domestic 
policies.  Let  me  give  you  two  examples: 

Business  Climate. — Technology-based  economic  growth  requires  a  national  busi- 
ness environment  that  is  conducive  not  only  to  the  development  of  new  technology, 
but  to  its  commercialization  as  well.  This  requires  an  integration  of  the  Nation's  eco- 
nomic, trade  and  regulatory  policies. 

Federal  Technology  Transfer. — The  globalization  of  technology  and  accelerating 
pace  of  technology  development  also  demand  that  we  streamline  our  mechanisms  for 
transferring  technology  developed  to  meet  Federal  mission  requirements  to  the  pri- 
vate sector  for  commercialization.  Past  experience  shows  that  if  we  fail  to  use  the 
technology  that  America  creates  in  such  abundance,  other  nations  will.  And  in  so 
doing,  those  nations — not  the  United  States — will  reap  the  benefits  of  economic 
growth  and  job  creation. 

USOTP  ACTIVITIES  FOR  FISCAL  YEAR  1997 

So  how  does  USOTP  plan  to  address  these  new  challenges  in  fiscal  year  1997? 
As  I  mentioned  earlier,  USOTP  plans  to  build  on  our  record  of  success.  USOTP  will 
continue  our  highest  priority  initiatives  at  current  funding  levels,  expand  two  oth- 
ers, and  undertake  a  new  initiative.  However,  before  I  discuss  our  program  and  pol- 
icy plans  for  the  coming  fiscal  year,  let  me  begin  by  addressing  our  general  budget 
situation. 

Downsizing  Activities. — In  support  of  Federal  efforts  to  achieve  a  balanced  budget, 
USOTP  has  undertaken  efforts  to  streamline  its  operations.  These  efforts  include: 
Consolidating  budgeting,  personnel,  and  Executive  Secretary  functions  with  NIST; 
consolidating  the  Asian  Information  Program  with  NIST's  and  NTIS's  international 
information  activities;  transferring  to  NIST  responsibility  for  the  Intelligent  Manu- 
facturing Systems  program,  for  which  OTP  currently  serves  as  U.S.  Secretariat;  de- 
creasing support  for,  and  gradually  phasing  out,  OTP's  support  for  the  Manufactur- 
ing Technology  Fellowship  program;  reducing  USOTP  staff  strength  by  as  many  as 
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15  people;  and  reducing  office  space  by  25  percent,  with  an  additional  15  percent 
consolidation  planned. 

Overview. — As  a  result,  the  base  budget  included  in  our  fiscal  year  1997  request 
supports  only  USOTP  core  competencies  and  functions  necessary  to  meet  critical  Ad- 
ministration and  Congressional  civilian  technology  priorities. 

It  is  important  to  note  that  the  Technology  Administration — through  the  Office  of 
the  Under  Secretary  for  Technology  and  OTP — is  the  only  agency  in  the  Federal 
government  that  conducts  analysis  and  formulates  policies  to  ensure  that  the  Na- 
tion's economic,  trade  and  regulatory  policies  support  the  American  innovation  proc- 
ess. 

Policy  Analysis. — In  fiscal  year  1997,  the  Office  of  Technology  Policy's  analytical 
work  will  focus  primarily  in  the  areas  of  manufacturing  and  competitive  assess- 
ments; assessing  the  impact  of  fiscal,  tax  and  regulatory  policies  on  the  U.S.  climate 
for  innovation;  and  assessing  the  technical  capabilities,  technology  and  policies  of 
our  key  trading  partners.  OTP  will  also  continue  to  work  with  U.S.  industry  to  ad- 
vocate pro-innovation  policy  reforms  and  facilitate  government-industry  technology 
partnerships.  Other  activities  will  include  the  publication  of  studies  and  white  pa- 
pers, and  business  counseling. 

International  Activities 

Today,  technological  developments  are  occurring  worldwide,  with  growing  oppor- 
tunities for  international  collaboration  in  R&D.  Moreover,  nations  around  the  world 
are  establishing  policies  and  programs  to  harness  the  power  of  technology  for  stimu- 
lating economic  growth.  As  a  result,  government  has  an  important  role  to  play  in 
advancing  U.S.  economic  interests  in  the  international  technology  arena. 

— USOTP  will  continue  to  monitor  and  safeguard  the  interests  of  American  indus- 
try in  the  negotiation  of  intellectual  property  rights  provisions  in  the  U.S.  gov- 
ernment's international  science  and  technology  agreements. 

— The  Office  of  the  Under  Secretary  and  the  Office  of  Technology  Policy  worked 
with  the  Office  of  the  U.S.  Trade  Representative  to  bring  the  international  play- 
ing field  in  government  R&D  subsidies  into  better  balance  through  the  Uruguay 
Round  of  GATT.  Now  under  GATT,  governments  are  limited  to  supporting  re- 
search and  development  of  a  technology  up  to  a  non-manufacturable  prototype. 
USOTP  will  continue  to  work  with  USTR  and  other  Federal  agencies  to  ensure 
American  firms  are  not  put  at  a  competitive  disadvantage. 

— OTP  will  continue  to  monitor,  analyze,  and  assess  the  current  and  potential  im- 
pact of  other  nation's  technology  policies  and  programs  on  the  competitiveness 
of  U.S.  industry  and  the  American  economy,  formulating  policy  options  and  rec- 
ommendations where  appropriate. 

— OTP  will  continue  to  work  closely  with  the  Department  of  State  in  the  negotia- 
tion of  bilateral  and  multilateral  science  and  technology  agreements,  reviewing 
their  provisions  with  an  eye  toward  U.S.  competitiveness,  ensuring  that  the  in- 
terests of  U.S.  industry  are  protected.  In  addition,  the  Office  of  the  Under  Sec- 
retary remains  a  principal  U.S.  government  representative  for  technology  on  the 
U.S.-Japan  Economic  Framework  Talks,  the  U.S.-Egypt  Partnership  for  Eco- 
nomic Growth,  the  U.S.-Israel  Science  and  Technology  Commission,  and  the 
Presidential  initiative  to  support  the  peace  process  in  Northern  Ireland. 

— OTP  will  continue  to  represent  U.S.  interests  in  international  technology  activi- 
ties and  fora,  such  as  the  OECD,  helping  American  firms  secure  access  to  for- 
eign technology  and  production  process  knowledge.  OTP  will  continue  as  U.S. 
chair  on  the  Industrial  Science  and  Technology  Working  Group  of  the  Asian  Pa- 
cific Economic  Cooperation  (APEC),  the  Russia  Science  and  Technology  Commit- 
tee, and  science  and  technology  activities  under  the  Irish  Peace  Process. 

Domestic  Activities 

On  the  domestic  front,  USOTPs  policy  and  program  activities  for  fiscal  year  1997 
include: 

Meeting  the  Challenge  Initiative. — Establishing  national  policies  to  foster  economic 
growth  and  job  creation  requires  a  fundamental  understanding  of  the  competitive 
position,  strengths  and  weaknesses  of  our  domestic  industries,  as  well  as  those  of 
our  foreign  competitors.  It  also  requires  an  understanding  of  how  government  poli- 
cies affect  various  industries'  ability  to  compete.  In  fiscal  year  1996,  OTFs  Meeting 
the  Challenge  initiative  undertook  analyses  of  the  competitive  status  of  U.S.  firms 
in  several  key  American  industries.  In  1996,  OTP  released  the  first  of  these  re- 
ports— Meeting  the  Challenge:  The  Chemical  Industry — to  widespread  industry  ac- 
claim. These  competitive  assessments,  made  through  the  eyes  of  the  stakeholders — 
industry,  academia  and  government — will  continue  in  fiscal  year  1997.  Key  industry 
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focus  areas  include:  auto  assembly,  biotechnology,  steel,  international  construction, 
semiconductors,  telecommunication  services,  textiles,  and  medical  devices. 

Manufacturing  Assessment. — OTP  will  continue  its  Manufacturing  Assessment 
initiative.  The  global  competitive  position  of  American  manufacturing  has  been  a 
concern  to  U.S.  policy  makers  for  several  decades.  More  than  ever  before,  manufac- 
turing is  the  linchpin  of  the  innovation  process — allowing  firms  to  transform  inven- 
tions into  products  for  world  markets.  Because  of  the  important  role  the  manufac- 
turing plays  in  the  innovation  process,  and  the  direct  role  that  R&D  plays  in  devel- 
oping new  manufacturing  technologies  and  processes,  OTP  has  engaged  in  an  as- 
sessment of  the  competitive  position  of  U.S.  manufacturing.  The  results  of  this  ongo- 
ing work  will  provide  a  clearer  understanding  of  what  American  manufacturing 
looks  like  today,  the  current  trends,  strengths  and  weaknesses,  and  our  competitive 
position  in  the  world  economy.  In  turn,  this  knowledge  can  be  put  to  use  by  the  Ex- 
ecutive Branch,  Congress  and  other  policymakers  in  developing  and  refining  a  wide 
range  of  policies — economic,  technology,  trade,  regulatory,  defense,  education  and 
training — to  improve  the  competitiveness  of  American  manufacturers. 

Federal  Technology  Transfer. — The  growing  role  of  technology  in  our  economy  and 
its  accelerating  pace  of  development  require  that  we  work  to  generate  maximum  re- 
turns on  our  public  R&D  investments  and,  to  do  so,  streamline  mechanisms  for 
transferring  technology  developed  to  meet  Federal  mission  requirements  to  the  pri- 
vate sector  for  commercialization.  As  Under  Secretary  for  Technology,  I  chair  the 
Civilian  Industrial  Technology  Committee  of  the  President's  National  Science  and 
Technology  Council.  Through  this  committee,  my  office  helps  to  establish  clear  goals 
for  Federal  science  and  technology  investments  and  to  ensure  that  Federal  civilian 
R&D  priorities  address  national  needs.  The  Office  of  Technology  Policy  will  continue 
its  analytical  and  policy  formulation  role — unique  in  the  Federal  government — to  op- 
timize the  transfer  of  new  technologies  and  knowledge  from  the  national  labora- 
tories to  private  industry,  bringing  industry's  perspectives  into  Federal  technology 
transfer  efforts.  My  office  will  also  continue  to  work  with  officials  from  Federal  lab- 
oratories, the  National  Technology  Transfer  Center,  and  appropriate  state  and  re- 
gional agencies  to  identify  more  efficient  and  effective  methods  of  achieving  the  ob- 
jectives of  federal  technology  transfer  legislation. 

National  Medal  of  Technology. — OTP  will  continue  to  administer  the  National 
Medal  of  Technology,  managing  the  nomination  and  evaluation  process,  and  coordi- 
nating the  Presidential  awards  ceremony.  Awarded  annually  by  the  President,  the 
Medal  is  our  Nation's  highest  award  for  technological  achievement.  By  recognizing 
those  whose  technological  innovations  have  contributed  to  American  job  creation, 
economic  prosperity,  increased  competitiveness  and  a  higher  standard  of"  living,  OTP 
contributes  to  a  better  public  understanding  of  the  essential  role  technology  plays 
in  today's  global  economy.  During  fiscal  year  1997,  OTP  will  conduct  more  extensive 
outreach  through  the  use  of  partnerships  and  information  technology  to  solicit  nomi- 
nations and  to  increase  the  visibility  of  the  Medal  and  understanding  of  technology 
in  American  life. 

In  addition,  USOTP's  fiscal  year  1997  budget  request  includes  one  new  initiative, 
additional  funding  for  two  others,  and  the  integration  of  another  Commerce  office 
into  the  Technology  Administration. 

State-Federal  Cooperative  Science  and  Technology  Initiative. — State  governments 
are  increasingly  involved  in  stimulating  technology-based  economic  growth  at  the 
grassroots.  According  to  the  most  recent  data,  states  spent  a  total  of  $385  million 
on  cooperative  technology  programs  in  1994.  Federal  and  state  governments  play  an 
important  role  in  our  nation's  system  of  innovation.  On  the  one  hand,  the  Federal 
government's  strengths  lie  in  basic  research,  mission  R&D,  and  addressing  national 
technology  challenges.  On  the  other  hand,  state  and  local  institutions  have  the  ca- 
pacity for  close  involvement  with  entrepreneurs,  young  companies,  small  and  me- 
dium-sized manufacturers,  regional  industrial  coalitions,  and  local  boards  and  coun- 
cils. All  these  pieces  of  the  innovation  system  need  to  be  better  integrated,  especially 
in  the  face  of  tighter  R&D  budgets.  Strengthening  the  Federal-state-local  technology 
connection  will  allow  all  levels  of  government  to  achieve  more  than  would  be  pos- 
sible acting  alone. 

USOTP  is  requesting  $1  million  for  its  new  State-Federal  Cooperative  Science  and 
Technology  Initiative.  These  funds  will  support  recommendations  made  last  year  by 
the  State-Federal  Technology  Partnership  Task  Force  headed  by  former  Governors 
Celeste  and  Thornburg.  A  primary  recommendation  of  the  Task  Force  was  to  gen- 
erate a  consensus  agenda  on  issues  affecting  state-federal  technology  efforts.  In  fis- 
cal year  1996,  USOTP  has  conducted  a  dialogue  with  leaders  from  industry,  the  Na- 
tional Governors  Association,  the  National  Association  of  State  Development  Agen- 
cies, state  and  local  governments,  and  universities  to  discuss  ways  to  encourage  the 
development  and  commercialization  of  new  technologies.  In  fiscal  year  1997,  USOTP 
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will  continue  this  dialogue  and  build  on  its  success  in  two  ways.  First,  USOTP  will 
hold  several  regional  meetings  with  state  and  local  economic  development  officials 
to  develop  ideas  to  spur  innovation  by  establishing  more  effective  linkages  between 
industry,  government  and  academia.  These  regional  meetings  will  build  toward  a 
national  conference  to  develop  a  joint,  integrated  policy  and  program  agenda.  In  ad- 
dition, USOTP  will  continue  its  dialogue  with  the  private  sector  through  industry 
roundtable  discussions. 

PNGV. — The  USOTP  fiscal  year  1997  budget  request  also  includes  an  increase  of 
$375,000  to  support  the  Under  Secretary's  role  as  chair  of  the  high-level  coordinat- 
ing committee  overseeing  the  Partnership  for  a  New  Generation  of  Vehicles  (PNGV) 
initiative.  PNGV  is  a  technological  venture  as  ambitious  as  any  America  has  at- 
tempted. This  partnership  involves  eight  Federal  agencies,  the  Nation's  automakers, 
and  hundreds  of  suppliers  working  to  achieve  R&D  goals  in  three  areas:  advanced 
manufacturing  methods;  technologies  that  can  lead  to  near-term  improvements  in 
automobile  efficiency,  safety,  and  emissions;  and  research  that  could  lead  to  vehicle 
prototypes  with  a  threefold  improvement  in  fuel  efficiency. 

PNGV  has  the  potential  to  boost  economic  growth  by  strengthening  one  of  Ameri- 
ca's most  important  industries.  The  motor  vehicles  and  equipment  industry  is  the 
largest  of  all  U.S.  manufacturing  sectors.  U.S.  automakers,  their  dealers,  and  sup- 
pliers directly  provide  more  than  two  million  jobs,  and  more  than  13  million  people 
work  in  related  industries.  In  total,  the  U.S.  auto  industry  provides  one  in  seven 
American  jobs.  However,  the  tremendous  success  of  the  automotive  industry  has  not 
come  without  a  price.  Fuel  for  ground  transportation  accounts  for  43  percent  of  our 
petroleum-based  energy  demand,  contributes  to  U.S.  dependency  on  foreign  sources 
of  oil,  and  adds  to  the  Nation's  trade  deficit.  Moreover,  the  nearly  200  million  reg- 
istered trucks,  buses,  and  automobiles  in  the  United  States  account  for  a  third  of 
the  Nation's  air  pollution. 

Through  PNGV,  the  U.S.  automotive  industry  will  benefit  from  significant  im- 
provements in  their  automotive  products,  establishing  manufacturing  processes  that 
are  less  costly  and  produce  higher  quality,  and  developing  technologies  for  the  fu- 
ture. At  the  same  time,  PNGV  can  help  the  Federal  government  achieve  its  social 
goals  of  fuel  economy  and  pollution  control. 

Since  its  inception,  the  Partnership  for  a  New  Generation  of  Vehicles  (PNGV)  has 
made  significant  progress  toward  its  goal  of  developing  a  production  prototype  vehi- 
cle, comparable  to  today's  automobiles  in  safety,  cost  and  amenities,  but  three  times 
as  fuel  efficient.  In  the  partnership's  first  year,  an  unprecedented  government/indus- 
try engineering  team  crafted  a  detailed  strategic  plan,  outlined  specific  R&D  goals 
for  this  historic  undertaking,  and  started  research  on  numerous  technical  projects. 
Fiscal  year  1997  is  a  critical  year  in  this  ten-year  development  project  because 
screening  of  candidate  technologies  for  the  prototype  fuel  efficient  "Super  Car"  will 
be  completed.  USOTP  serves  as  PNGV  Secretariat  coordinating  the  participating 
Federal  agencies,  provides  liaison  with  USCAR — the  entity  representing  the  auto  in- 
dustry in  the  partnership — and  provides  basic  record  keeping  for  the  program. 

U.S. -Israel  Science  and  Technology  Commission. — USOTP  is  seeking  $2.5  million 
in  fiscal  year  1997  to  fulfill  the  Commerce  Department's  share  of  the  U.S.  commit- 
ment to  the  U.S.-Israel  Science  and  Technology  Commission — for  which  USOTP 
serves  as  the  U.S.  Secretariat — which  was  announced  by  President  Clinton  and 
Prime  Minister  Rabin  in  March  of  1993.  These  funds  will  support  joint  ventures  be- 
tween U.S.  and  Israeli  firms  in  specific  technology  areas — environment,  health,  bio- 
technology, information  processing/telecommunications,  commercialization  of  de- 
fense technologies,  and  agriculture — as  well  to  identify  and  help  remove  regulatory 
impediments  to  cooperation. 

The  Office  of  Air  and  Space  Commercialization. — In  an  effort  to  more  effectively 
organize  the  Department  of  Commerce  and  its  functions,  the  functions  of  the  Office 
of  Air  and  Space  Commercialization  are  being  transferred  to  the  Office  of  the  Under 
Secretary  for  Technology.  The  purpose  is  to  integrate  a  staff  office  concerned  with 
promoting  the  commercial  use  of  space  into  the  lead  agency  responsible  for  civilian 
technology  development,  diffusion,  and  commercialization. 

CONCLUSION 

In  conclusion,  the  globalization  of  the  sources  of  economic  growth  is  driving  global 
competition  on  two  levels.  First,  of  course,  is  the  competition  between  companies. 
But  there  is  also  a  second  competition,  this  one  between  nations,  to  attract  and  re- 
tain the  engines  of  wealth  creation  that  increasingly  skip  around  the  globe  looking 
for  the  best  opportunities.  At  its  core,  this  is  a  competition  for  investment  capital, 
technology,  business  activity,  and  the  jobs  that  come  with  them.  In  today's  global 
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marketplace,  technological  leadership  means  the  difference  between  success  and 
failure — for  companies  and  countries  alike. 

A  single  news  story  fresh  from  Korea  provides  an  excellent  illustration  of  the  con- 
vergence of  global  competitiveness,  the  globalization  of  the  sources  of  economic 
growth,  the  competition  between  nations,  the  establishment  of  national  policies  to 
promote  innovation,  and  the  potential  adverse  effects  of  reducing  the  United  States' 
Federal  investment  in  civilian  R&D.  It  is  reported  that  Korea's  Ministry  of  Trade 
and  Industry  is  organizing  a  job  fair  to  recruit  high-level  science  and  technology  per- 
sonnel being  laid  off  from  U.S.  national  laboratories  as  a  result  of  budget  cuts.  To 
facilitate  these  efforts,  Korea  is  expected  to  extend  the  period  of  tax  exemption  for 
foreign  scientists  and  engineers  from  five  years  to  ten  years. 

It  is  interesting  to  note  that  developing  nations  perceive  the  new  global  competi- 
tion to  be  filled  with  opportunity  and  hope  for  the  future.  In  contrast,  for  the  ad- 
vanced industrial  nations — including  the  United  States — this  competition  has  raised 
much  anxiety.  Yet,  we  cannot  turn  back  the  clock  and  we  cannot  secede  from  the 
global  competition.  Our  challenge,  or  any  nation's  for  that  matter,  is  to  prepare  our- 
selves to  seize  the  opportunities  and  create  fertile  ground  for  economic  growth — with 
a  healthy  business  climate,  a  modern  infrastructure,  and  a  world  class  workforce, 
and  a  strong  base  in  science  and  technology.  Thank  you. 

OPENING  REMARKS  BY  DR.  PRABHAKAR 

Dr.  Prabhakar.  Thank  you.  We  appreciate  the  chance  to  be  here 
today  and  talk  about  our  programs. 

Dr.  Good  talked  a  little  bit  about  the  context  in  which  we  are 
doing  our  work.  She  made  reference  to  the  kinds  of  structural 
changes  that  are  happening  in  our  economy  because  of  global- 
ization that  brings  more  and  more  players  into  the  marketplace 
and  the  pace  of  technological  change  which  makes  it  a  much  fiercer 
race  to  keep  abreast  of  the  changes  that  are  going  on,  particularly 
looking  at  information  technology.  Those  factors  together  are  driv- 
ing our  industries  harder  and  faster  every  year. 

Technology  has  been  a  very  important  component  in  economic 
growth,  and  I  think  it  is  very  worthwhile,  because  of  that,  to  take 
a  hard  look  at  what  those  structural  changes  in  our  economy  mean 
for  our  national  technology  system.  Some  of  the  changes  that  are 
happening  in  that  national  technology  system  are  particularly  key 
for  our  work  at  NIST,  and  let  me  mention  shifts  that  are  happen- 
ing. 

One  is  the  move,  again,  that  Dr.  Good  mentions.  As  companies 
become  much  more  efficient  in  doing  their  own  internal  research 
and  development,  they  are  tending  to  move  to  much  narrower  and 
much  more  focused  research  and  development  that  often  needs  a 
shorter  timeframe. 

But  the  key  issue  is  that  if  they  want  to  maximize  return,  they 
explicitly  are  walking  away  today  from  the  kinds  of  broader  ena- 
bling technology  research  that  spills  out  and  benefits  much  of  the 
rest  of  the  economy.  That  is  a  key  issue  for  us. 

We  also  see  some  important  new  demands  on  the  measurements 
and  standards  infrastructure.  Again,  if  we  are  going  to  compete  in 
the  global  economy,  making  sure  that  our  industries  have  that 
measurement  infrastructure  to  be  competitive  becomes  much  more 
important. 

And  finally  we  see  that  small  manufacturers  are  under  a  set  of 
pressures  they  have  never  really  seen  before.  They  cannot  afford 
today  to  operate  in  the  same  way  that  the  generations  before  them 
operated.  They  are  going  to  have  to  learn  to  change,  because  their 
markets  are  being  addressed  now  by  companies  from  around  the 
world. 
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So  those  are  some  of  the  changes  going  on  in  private  companies. 
Our  technology  system  has  been  a  shared  public/private  respon- 
sibility for  many  decades  in  this  country,  recognizing  that  while  in- 
dividual company  investment  in  technology  helps  that  company, 
there  are  also  many,  many  research  investments  that  have  a  much 
broader  effect  throughout  the  economy,  throughout  our  society. 

So  as  we  see  these  shifts  in  the  private  investments  in  research 
and  development,  shifts  in  the  companies'  behavior,  that  really 
mandates  some  rethinking  of  how  the  Federal  investment  in  re- 
search and  development  is  made. 

Our  programs  at  NIST  are  only  a  small  part,  less  than  1  percent, 
of  the  total  Federal  R&D  investment.  But  we  do  play  a  very  critical 
role,  and  let  me  try  to  tell  you  why  I  think  that  is  true. 

Taxpayers  spend  in  the  vicinity  of  $70  billion  a  year  on  research 
and  development.  They  are  doing  that  not  specifically  for  science 
and  technology;  that  is  not  the  purpose.  That  is  really  the  means 
to  an  end,  and  the  end  is  economic  growth,  national  security, 
health,  and  welfare  throughout  the  society. 

And  NIST's  unique  part  of  that  job  or  1  percent  of  that  job  is 
really  to  make  the  investments  underpin  broad  economic  growth. 
So  we  really  think  of  our  job  as  enabling  that  much  larger  public 
sector  investment  to  connect  to  the  U.S.  economy,  to  make  sure 
that  those  publicly  derived  research  results  become  something  that 
comes  into  expression  in  our  economy  rather  than  around  the 
world.  We  want  to  make  sure  the  taxpayers  get  that  return. 

And  because  that  economic  focus  is  explicitly  why  we  come  to 
work  in  the  morning,  I  believe  that  is  why  we  are  able  to  deliver 
the  greatest  economic  bang  per  buck  of  any  part  of  that  $70  billion 
investment. 

I  wanted  to  take  a  moment  and  tell  you  a  little  bit  about  the  ap- 
proach that  we  bring  to  our  investments.  The  first  and  the  most 
critical  issue  has  to  do  with  the  appropriate  role  for  taxpayer  dol- 
lars. This  has  had  a  lot  of  discussion  and  I  think  it  is  fair  to  say 
a  lot  of  heat  and  not  much  light  in  this  discussion  about  what  the 
appropriate  role  is.  And  people  have  used  terms  like  "basic"  and 
"applied"  to  try  to  distinguish  what  different  kinds  of  research  exist 
in  the  community.  I  do  not  think  it  has  been  a  very  productive  ef- 
fort in  terms  of  really  describing  a  very  complex  and  interwoven 
science  and  technology  system. 

As  we  think  about  our  part  of  the  work  at  NIST,  what  we  focus 
on  is  the  key  question  of  who  invests  and  who  benefits.  We  think 
that  needs  to  drive  the  investment  decision,  and  that  is  really  at 
the  heart  of  our  investment  decisions. 

For  those  technology  jobs  where  only  one  individual  company 
benefits,  we  do  not  see  a  role  for  Government.  We  certainly  do  not 
see  a  role  for  our  own  programs.  So  what  we  are  really  looking  for 
are  those  opportunities  where  the  benefits  are  broader  throughout 
the  economy.  That  is  where  we  see  the  opportunity  for  public  dol- 
lars to  provide  a  public  benefit.  That  is  what  we  are  all  about,  and 
that  is  really  a  part  of  our  thinking  about  all  of  our  programs. 

The  second  key  in  our  approach  has  to  do  with  working  very 
closely  with  industry  in  defining  the  interesting  opportunities  and 
programs,  recognizing  that  ultimately  it  is,  after  all,  industry  that 
takes  technology  and  turns  it  into  the  products  and  services  that 
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create  the  profits  and  jobs  that  are  driving  the  economy.  And  if  you 
really  want  to  make  a  difference  in  the  economy,  you  need  to  go 
to  the  part  of  our  society  that  is  making  that  change  happen.  So 
that  is  a  key  as  well. 

For  our  programs  where  we  are  putting  dollars  out  into  the  com- 
munity, the  Advanced  Technology  Program  and  the  manufacturing 
extension  partnership,  a  third  element  that  is  important  for  us  is 
relying  on  rigorous,  competitive,  merit-based  processes.  We  think 
that  that  is  the  single  most  effective  way  to  spend  the  taxpayer  dol- 
lar, and  so  every  dollar  we  spend  in  those  programs  is  awarded  on 
a  rigorous,  competitive  basis. 

And  then  finally,  the  fourth  part  of  our  approach  that  is  very 
much  at  the  center  of  how  we  think  about  our  job  has  to  do  with 
economic  evaluation.  We  think  it  is  important  to  set  our  priorities 
according  to  economic  objectives  but  then  also  to  come  back  and 
measure  and  see  what  difference  did  we  actually  make.  And  we 
have  done  a  very  thorough  job  of  that  in  our  existing  programs, 
and  we  are  struggling  to  make  sure  we  are  doing  that,  as  well,  as 
our  new  programs  come  along.  And  I  will  tell  you  a  little  bit  about 
that. 

NIST  has  four  major  programs.  In  each  of  those,  I  believe  we 
have  demonstrated  a  track  record  of  delivering  value. 

Last  summer,  we  released  a  report  called  "Delivering  Results", 
and  I  know  David  has  a  copy,  and  I  would  be  happy  to  provide  you 
one,  if  you  do  not  have  one  handy.  It  outlines  for  each  of  our  pro- 
grams— really  it  gives  you  a  snapshot  in  time — the  kind  of  things 
that  are  coming  out  of  those  programs. 

For  our  NIST  laboratories,  which  date  back  to  1901  as  the  old 
Bureau  of  Standards,  our  job  is  to  provide  a  common  language  of 
measurement  for  manufacturing,  for  commerce,  for  research  and 
development.  In  that  area,  we  have  already  documented  very  high 
rates  of  return  that  spread  throughout  the  economy,  and  this  is 
work  that  has  been  underway  long  enough  that  we  can  now  look 
back  over  time  and  say  what  really  happened,  and  some  of  those 
data  are  documented  here. 

As  for  our  newer  programs,  let  me  start  with  the  Advanced  Tech- 
nology Program.  We,  of  course,  are  partnering  with  companies  to 
drive  the  enabling  technology  that  holds  dramatic  promise  for  the 
broader  economy.  That  program  today  is  about  6  years  old,  and 
while  it  is  not  yet  old  enough  to  see  the  fullblown,  widespread  eco- 
nomic benefits  that  we  are  investing  for,  we  do  see  some  very  im- 
portant signs  of  early  progress.  We  see  new  technologies  that  would 
not  have  existed  any  other  way. 

Because  of  that,  we  see  companies,  beyond  ATP  funding,  building 
new  strategic  alliances,  attracting  new  private  investment,  generat- 
ing some  early  job  growth,  and  all  of  these  things  tell  us  that  we 
are  on  track  to  get  to  the  kind  of  broader-based  benefits  that  were 
the  reason  for  the  investment. 

In  the  legislation  a  few  years  ago,  Congress  requested  a  progress 
report  on  ATP,  which  we  recently  delivered,  and  this  has  the  most 
current  data  on  the  ATP  program,  particularly,  again,  in  terms  of 
the  results  coming  out  of  it. 

In  our  manufacturing  extension  partnership,  we  work  with  State 
and  local  governments  to  provide  access  to  information  and  exper- 
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tise  for  our  smallest  manufacturers  around  the  country  so  that 
they  can  be  more  competitive  in  the  global  economy.  Here  we  are 
beginning  to  see  some  very  early  results,  but  they  are  consistently 
coming  in  at  about  8  dollars'  worth  of  economic  benefit  in  local 
communities  for  every  Federal  dollar  spent.  This  is  a  very  high  le- 
verage, but  also  a  fairly  conservative  estimate  based  on  what  the 
companies  see  in  terms  of  value,  and  I  think,  therefore,  a  credible 
estimate. 

And  finally,  our  fourth  program  is  the  Malcolm  Baldrige  National 
Quality  Award.  Here  our  small  Federal  dollars  at  NIST  are  just  the 
linchpin  of  a  much  larger  national  endeavor  where  companies  and 
people  across  the  community  really  work  to  define  and  evaluate 
quality  practices  in  companies.  The  winners  each  year  benefit  tre- 
mendously from  applying  those  criteria  in  their  business.  But,  in 
fact,  thousands  of  other  organizations  use  those  same  processes, 
and  I  think  we  can  see  that  pervasive  effect  throughout  the  econ- 
omy. 

PREPARED  STATEMENT 

My  written  testimony  details  these  programs  and,  as  well,  talks 
about  the  construction  efforts  that  are  necessary  for  us  to  upgrade 
our  facilities  to  support  the  laboratory  part  of  our  work. 

So  let  me  just  finish  by  saying  that,  again,  this  work  is  a  fairly 
small  component  in  our  national  technology  system,  but  it  is  a  crit- 
ical piece  of  the  complex  and  interwoven  science  and  technology 
system.  Our  programs  work,  and  I  believe  they  work  very  well. 

I  would  be  pleased  to  answer  your  questions  and  provide  exam- 
ples about  those  programs,  and  thank  you  for  your  time. 

[The  statement  follows:] 

Prepared  Statement  of  Arati  Prabhakar 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  this  opportunity 
to  discuss  the  President's  fiscal  year  1997  budget  request  for  the  National  Institute 
of  Standards  and  Technology.  This  year,  the  President  is  requesting  $826  million 
for  NIST  in  three  separate  appropriations:  $271  million  for  our  laboratory  research 
and  services,  $450  million  for  the  Advanced  Technology  Program  and  the  Manufac- 
turing Extension  Partnership,  and  $105  million  for  facilities  construction  and  ren- 
ovation. The  Administration  remains  an  enthusiastic  supporter  of  NIST  programs 
as  critical  catalysts  for  the  nation's  long-term  economic  growth. 

Mr.  Chairman,  I  will  surprise  and  astonish  no  one  with  the  observation  that  the 
world  has  changed  greatly  in  the  past  decade.  On  just  a  few  fronts,  we  have  seen 
dramatic  breakthroughs  in  DNA  research,  the  world-altering  collapse  of  the  former 
Soviet  Union,  and  the  revolution  in  information  technologies. 

What  is  relevant  for  NIST  is  that  the  world  also  has  changed  greatly  for  our  part- 
ners— the  hundreds  of  thousands  of  private  firms,  from  tiny  start-ups  to  giant  com- 
panies, that  are  the  source  of  America's  economic  strength.  Our  challenge  is  to  keep 
pace  with  a  changing  world,  to  embrace  a  culture  of  constant  evaluation  and  change 
while  recognizing  and  preserving  those  strengths  that  have  kept  our  country  strong. 
Several  factors  set  the  context  for  our  work. 

— We  are  a  market  economy,  long  one  of  America's  great  advantages.  Innovation 
and  production  are  driven  primarily  by  the  needs,  the  market  judgments,  and 
the  inspiration  of  private  industry. 
— Another  strong  tradition  which  has  served  us  well  is  sharing  the  responsibility 
for  research  and  development  between  the  public  and  private  sectors.  This  goes 
back  to  the  post- WWII  understanding  that  science  and  technology  are  vital  com- 
ponents of  both  national  security  and  economic  prosperity.  The  private  sector 
remains  the  major  source  for  R&D  funding  in  the  United  States,  but  the  federal 
government  has  long  invested  significant  public  dollars  in  R&D  for  the  common 
good. 
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These  are  basic  strengths  of  our  system  that  must  be  preserved.  But  consider  the 
relatively  new  factors  introduced  by  a  changing  world: 
— More  than  ever  before,  markets  are  global.  Goods,  funds,  and  information  move 
freely  around  the  world.  No  matter  how  big  or  small  the  company,  it  can  have 
competitors  both  down  the  block  and  on  the  other  side  of  the  globe. 
— The  pace  of  technological  change  is  faster  than  ever.  The  days  when  a  compa- 
ny's investment  in  a  product  or  process  could  be  recouped  over  decades  are 
largely  gone,  and  in  arenas  like  information  technology,  product  cycles  are  more 
typically  measured  in  months. 
These  factors  have  important  implications  for  the  future  of  our  economy: 
— Vigorous  competition  and  accelerated  technology  cycles  have  driven  industrial 
R&D  to  center  more  on  shorter-term,  narrowly  focused  projects  and  less  on 
longer-term  work  that  can  benefit  other  players.  While  this  trend  is  improving 
many  individual  companies'  internal  return  on  R&D  spending,  it  also  means 
that  companies  no  longer  have  the  luxury  of  pursuing  those  technologies  that 
might  create  broader  opportunity  for  the  economy.  As  the  recent  Council  on 
Competitiveness  study,  Endless  Frontiers,  Limited  Resources,  explains,  "Less 
and  less  of  the  approximately  $102  billion  the  private  sector  allots  to  R&D  is 
spent  on  longer-range  research — the  kind  of  research  that  ensures  continued 
economic  growth." 
— Globalization  means  that  a  healthy  U.S.  infrastructure  for  measurements  and 
standards  is  more  critical  than  ever,  while  the  acceleration  of  technological 
change  increases  the  challenge  in  keeping  that  infrastructure  healthy.  Measure- 
ment tools  and  techniques  must  race  to  keep  up  with  the  explosion  of  needs  in 
new  areas  like  biotechnology  and  information  technology,  as  well  as  the  expand- 
ing needs  in  areas  spanning  manufacturing,  materials,  chemicals,  and  elec- 
tronics. At  the  same  time,  American  companies  can  no  longer  count  on  their 
product  standards  being  the  de  facto  world  standards,  a  situation  that  man- 
dates new  thinking  in  the  relationships  among  the  many  players  in  the  U.S. 
private  voluntary  standards  system. 
— Implementing  new  technology  and  manufacturing  practices  can  give  U.S.  com- 
panies the  competitive  edge  they  need  in  the  global  marketplace,  but  modern 
technology  does  not  come  easy.  Competitive  pressures  and  the  pace  of  tech- 
nology change  have  made  it  harder  and  harder  for  small  and  medium-sized 
manufacturers  to  adapt  to  stay  competitive.  A  1993  National  Research  Council 
report  noted  that  these  companies,  which  are  an  essential  element  of  the  manu- 
facturing "food  chain",  represent  more  than  98  percent  of  U.S.  manufacturers 
and  provide  more  than  40  percent  of  manufacturing  jobs.  Generally,  said  the 
Council,  these  companies  lack  the  expertise  and  resources  necessary  to  upgrade 
their  operations  to  take  advantage  of  the  technology  edge. 
NIST's  mission  is  to  work  with  industry  to  promote  economic  growth  for  our  coun- 
try by  developing  and  applying  technology,  measurements,  and  standards.  In  imple- 
menting this  mission,  NIST  relies  on  four  basic  tenets  to  guide  its  work: 
— NIST  focuses  on  critical  jobs  vital  to  the  country's  technology  infrastructure  that 
neither  industry  nor  the  government  can  do  separately.  These  are  technology 
jobs  that  private  companies  cannot  or  will  not  take  on  by  themselves — because 
they  cannot  capture  the  broad-based  benefits  that  will  accrue  to  the  economy 
at  large,  or  because  the  time-frame  is  too  long  and  the  risk  too  great.  We  con- 
sider the  appropriate  role  for  the  taxpayers'  money  by  asking,  "Who  pays  and 
who  benefits?" 
— Industry  drives  all  of  our  priorities  and  plays  a  critical  role  in  helping  us  to 
carry  out  our  work.  Industry's  priorities,  not  government's,  guide  NIST's  work. 
— Rigorous,  open,  technically  sound  and  competitive  processes  are  the  hallmark 
of  all  our  efforts.  All  of  NIST's  programs  are  strictly  merit-based  and  have  long 
been  executed  free  from  political  influence. 
— We  rely  heavily  on  evaluation  of  our  work  to  ensure  that  industry  and  the  tax- 
payers are  receiving  the  greatest  possible  return  on  their  investment. 
With  that  as  background  I  would  like  to  review  for  the  Subcommittee  the  NIST 
portfolio  of  programs  that  we  have  developed  to  strengthen  the  nation's  economy. 
As  you  know,  we  are  in  the  extraordinary  position  this  year  of  submitting  a  budget 
request  for  fiscal  year  1997  without  yet  knowing  what  our  budget  for  fiscal  year 
1996  will  be.  I  will  not  pretend  that  multiple  furloughs  and  continuing  budget  un- 
certainty have  had  no  effect  on  our  agency,  but  I  think  it  is  a  tribute  to  the  quality 
of  our  staff  that  morale  has  remained  as  high  as  it  has.  I  believe  this  is  because 
the  NIST  staff  know  they  are  engaged  in  important  work  for  the  public  and  the  na- 
tion's future. 
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NIST  Laboratory  Programs  (Total  funding  requested:  $271  million) 

The  oldest  by  far  of  our  programs,  begun  as  the  National  Bureau  of  Standards 
in  1901,  the  NIST  laboratories  occupy  a  unique  niche  in  our  nation's  science  and 
technology  infrastructure.  Measurement  science,  the  core  of  the  NIST  laboratories, 
is  an  area  where  industry  historically  under-invests.  This  broad  science  of  metrology 
ranges  from  highly  specialized  research  into  the  basic  phenomena  that  underlie  fun- 
damental measurement  standards  such  as  mass  and  time  to  the  development  of  spe- 
cific test  methods  and  standards  for  particular  industrial  and  scientific  needs  and 
the  gathering  and  evaluation  of  critical  scientific  and  engineering  data. 

By  their  nature,  to  be  useful,  measurement  standards  and  technologies — like  a 
language — must  be  shared  by  all  and  owned  by  none.  In  fact,  measurement  is  a  lan- 
guage, the  lingua  franca  of  research,  trade,  and  commerce.  While  all  firms  benefit 
from  NIST  measurement  research  in  one  way  or  another,  it  would  be  extremely  dif- 
ficult for  any  company  or  industry  to  recover  the  R&D  costs  required  to  develop 
these  technologies.  Moreover,  the  risk  in  developing  measurement  technologies  is 
unacceptably  high  for  private  firms  for  the  simple  reason  that  all  companies  must 
adopt  and  use  the  same  measurement  standard  for  it  to  be  of  any  utility.  If  several 
companies  developed  competing  approaches  to  the  same  measurement  problem,  only 
one  ultimately  would  be  successful,  and  the  development  costs  of  all  the  others 
would  have  to  be  written  off. 

NIST  Laboratories  Impacts 

Because  of  their  unique  role,  the  impacts  of  the  NIST  laboratories  are  pervasive 
not  only  throughout  all  of  U.S.  industry  and  commerce  but  also  in  most  other  facets 
of  national  life  as  well,  including  health  care,  safety,  and  environmental  monitoring. 
Perhaps  one  of  the  most  telling  evidences  of  the  importance  placed  on  the  NIST  lab- 
oratory programs  by  the  U.S.  science  and  technology  community  occurred  last  sum- 
mer, when  25  Nobel  Laureates  in  physics  in  an  unprecedented  show  of  support  for 
a  government  program  said  of  the  NIST  labs,  "it  is  unthinkable  that  a  modern  na- 
tion could  expect  to  remain  competitive  without  these  services." 

Indeed,  few  people  even  get  up  in  the  morning  without  the  aid  of  an  alarm  clock 
whose  setting  and  accuracy  ultimately  derives  from  key  research  breakthroughs  at 
NIST — derives,  in  fact,  from  world-class  physics  research  such  as  last  summer's  his- 
toric creation  of  a  new  state  of  matter,  a  "Bose-Einstein  condensate"  of  rubidium 
atoms  cooled  to  less  than  170  billionths  of  a  degree  above  absolute  zero.  NIST  sci- 
entists working  with  colleagues  at  the  University  of  Colorado  used  techniques  simi- 
lar to  those  used  to  research  improved  time  and  frequency  standards  to  cool  the 
atoms  to  a  temperature  300  times  lower  than  has  ever  been  achieved  in  a  labora- 
tory, and  a  billion  times  colder  than  any  temperature  found  in  nature.  The  Bose- 
Einstein  Superatom  will  help  physicists  better  understand  quantum  atomic  effects 
and  in  the  process  may  lead  to  a  new  kind  of  "atom  laser". 

The  research  projects  undertaken  by  the  NIST  laboratories  are  as  varied  as  our 
primary  clientele,  companies  of  all  sizes,  and  range  over  virtually  every  field  of 
science  and  engineering.  Chemical  and  food  processors;  manufacturers  of  all  sizes; 
high-tech  industries  such  as  computers,  aerospace,  and  information  technologies; 
and  more  traditional  industries  including  steel  and  concrete  makers;  biotechnology 
firms;  instrument  makers;  hospitals  and  clinics;  and  many  others  depend  on  the 
measurement  support  of  the  NIST  laboratories. 

Economic  Benefits  from  NIST  Laboratories'  Work 

What  are  the  pay-offs?  They  vary,  of  course,  from  sector  to  sector,  but  investment 
in  the  measurement  infrastructure  pays  handsome  dividends  to  the  economy  as  a 
whole.  An  instructive  case  study  was  completed  this  past  fall  by  Dr.  Albert  Link, 
a  Professor  of  Economics  at  the  University  of  North  Carolina.  Link  used  industry 
surveys  and  economic  analysis  tools  to  examine  the  impact  of  one  specific  NIST 
measurement  service,  the  Facility  for  Automated  Spectral  Calibration  (FASCAL) 
laboratory. 

Established  in  1975  by  the  Radiometric  Physics  Division  of  the  NIST  Physics  Lab- 
oratory, the  FASCAL  lab  automated  the  calibration  of  the  1,000-watt  quartz  halogen 
tungsten  lamps  used  in  industry  as  radiometry  standards — that  is,  standards  for  the 
amount  of  light  generated  by  a  source  (radiance)  or  falling  on  a  surface  (irradiance). 
There  are  three  major  classes  of  industrial  users  of  the  FASCAL  lab:  manufacturers 
of  radiance  and  irradiance  measurement  equipment  such  as  Hoffman  Engineering 
and  RSI,  lighting  manufacturers  such  as  Phillips  and  Osram  Sylvania,  and  photo- 
graphic equipment  manufacturers  such  as  3M  and  Kodak.  In  1995,  the  sales  for 
these  three  industries  totaled  about  $39  billion.  The  Department  of  Defense  is  a 
fourth  major  user  of  the  lab.  The  lab  cost  about  $250,000  to  set  up,  and  net  annual 
costs  are  about  $150,000. 
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Link  surveyed  representative  companies  in  each  of  these  three  industries  to  deter- 
mine the  extent  to  which  they  rely  on  the  FASCAL  lab.  The  survey  respondents 
were  nearly  unanimous  in  the  opinion  that  the  FASCAL  lab  was  very  important  to 
their  industry  in  general  and  their  company  in  particular.  Typical  comments  in- 
cluded, "Traceability  through  the  FASCAL  laboratory  gives  you  confidence  in  your 
data  and  it  saves  time  arguing  with  customers  so  that  productive  work  can  be 
done,"  and  'The  standards  have  a  tremendous  impact  *  *  *  they  make  products 
comparable  on  an  international  basis,"  and  "If  the  FASCAL  laboratory  closed,  our 
company  would  have  to  spend  a  lot  more  time  trying  to  achieve  the  same  level  of 
accuracy  that  we  now  have,"  and  "Even  with  foreign  laboratories  [if  there  were  no 
FASCAL],  lack  of  accuracy  would  cost  people  in  society  hundreds  of  millions  of  dol- 
lars simply  because  users  of  my  equipment  would  be  making  inaccurate  environ- 
mental forecasts." 

One  likely  benefit  of  the  FASCAL  lab,  according  to  industry  respondents,  is  an 
increase  in  product  quality  due  to  a  reliable  national  standard  for  evaluating  prod- 
uct performance.  But  since  this  proved  to  be  a  difficult  notion  to  measure,  Link  at- 
tempted to  quantify  the  impact  of  the  FASCAL  lab  by  asking  the  companies  sur- 
veyed to  estimate  the  probable  increase  in  disputes  with  customers  if  there  were  no 
FASCAL  lab  to  provide  commonly  agreed-upon  standards,  and  how  long  it  typically 
took  to  resolve  such  disputes  in  terms  of  payroll  hours.  Extrapolating  the  answers 
to  the  annual  workload  of  the  FASCAL  lab,  Link  found  that — ignoring  any  benefits 
to  industry  from  improved  product  quality — the  FASCAL  lab  probably  saved  indus- 
try $3.4  million  each  year  in  reduced  transaction  costs  alone.  That's  a  conservative 
benefit-to-cost  ratio  of  nearly  13  to  1  on  one  single  NIST  laboratory  service. 

Other  pay-offs  from  NIST  laboratory  research  are  harder  to  quantify  but  just  as 
real.  Women  undergoing  mammography  exams  at  accredited  U.S.  facilities  soon  will 
have  much  improved  assurance  of  receiving  proper  X-ray  exposures  thanks  to  a  new 
calibration  facility  established  at  NIST  earlier  this  year.  X-ray  exposure  is  one  of 
the  critical  parameters  in  mammographic  procedures.  The  new  facility  will  allow  the 
operators  and  inspectors  of  more  than  10,000  U.S.  mammography  centers  to  trace 
the  accuracy  of  their  X-ray  exposure  measurements  to  the  primary  mammography 
X-ray  standards  at  NIST.  NIST  is  now  one  of  only  two  national  standards  labora- 
tories in  the  world  to  provide  primary  standards  for  mammography. 

NIST  Laboratories'  Cooperative  R&D 

As  the  former  National  Bureau  of  Standards,  the  NIST  labs  pioneered  cooperative 
research  agreements  between  government  and  industry  in  the  1910's,  long  before 
the  acronym  "CRADA"  was  in  vogue.  That  tradition  continues  strongly  today.  Last 
year  NIST  participated  in  420  Cooperative  R&D  Agreements  with  industry,  includ- 
ing 81  new  CRADA's — 53  percent  of  which  were  with  small  businesses.  And  formal 
CRADA's  represent  only  a  small  part  of  our  many,  more  often  informal,  interactions 
with  industry.  We  also  hosted  over  1,200  researchers  from  universities,  companies, 
and  other  labs  who  came  to  NIST  to  work  under  a  variety  of  guest  and  research 
associate  programs.  These  talented  researchers  play  an  important  role  in  the  health 
of  the  NIST  labs,  both  in  leveraging  our  resources  and  in  keeping  our  work  closely 
tied  to  the  public  we  serve. 

The  NIST  labs  also  participate  in  several  industrial  consortia  that  bring  together 
groups  of  companies  and  government  labs  to  attack  key  technology  challenges  in 
their  industries.  Last  year,  we  participated  in  14  research  consortia  including  two 
new  ones,  one  on  improved  air-flow  measurements  with  the  makers  of  instrumenta- 
tion used  to  control  air  flow  in  the  clean  rooms  used  by  semiconductor  and  pharma- 
ceutical industries,  and  one  with  manufacturers  and  trade  associations  in  the  roof- 
ing industry  to  evaluate  the  performance  new  materials  used  in  water-proofing 
roofs. 

NIST  Laboratories'  Request 

The  Administration's  fiscal  year  1997  request  for  the  NIST  laboratory  programs 
is  $271  million,  a  modest  4  percent  increase  over  the  estimated  fiscal  year  1996 
budget.  $3.4  million  of  this  increase  will  go  to  augment  our  semiconductor  metrology 
efforts.  I  might  note  that  previous  NIST  research  efforts  to  advance  the  state  of  the 
art  in  semiconductor  metrology  have  produced  benefits  for  the  U.S.  semiconductor 
industry — a  $83-billion-a-year  business — of  at  least  two  to  five  times  more  than  the 
cost  of  the  NIST  work.  The  measurement  technology  developed  under  this  initiative 
will  help  U.S.  industry  to  produce  domestically  the  smaller,  faster,  more  powerful 
and  less  expensive  semiconductor  devices  needed  to  compete  in  a  cut-throat  global 
market. 


392 

Advanced  Technology  Program  (Total  funding  requested:  $345  million) 

The  goal  of  the  Advanced  Technology  Program  (ATP)  is  economic  growth  and  the 
good  jobs  and  quality  of  life  that  come  with  economic  growth.  It  represents  the  pub- 
lic interest  in — and  investment  in — a  strong  and  growing  economy  for  the  United 
States,  opening  new  opportunities  for  U.S.  business  and  industry  in  the  world's  mar- 
kets by  fostering  enabling  technologies  that  will  lead  to  new,  innovative  products, 
services,  and  industrial  processes.  For  this  reason,  ATP  projects  focus  on  the  tech- 
nology needs  and  opportunities  of  U.S.  industry,  not  those  of  government.  The  ATP 
is  industry-driven,  which  keeps  the  program  grounded  in  the  real  world.  Research 
priorities  for  the  ATP  are  set  by  industry:  companies  conceive,  propose,  co-fund,  and 
execute  ATP  projects  and  programs  based  on  their  understanding  of  the  market- 
place and  research  opportunities. 

Who  pays?  The  ATP  has  strict  cost-sharing  rules.  Joint  ventures  must  pay  at  least 
half  of  the  project  costs.  Single  companies  working  on  ATP  projects  must  pay  all 
indirect  costs  associated  with  the  project.  (This  provision  encourages  small  compa- 
nies, particularly  start-ups,  which  can  have  much  lower  overhead  rates  than  large 
firms.)  On  the  average,  the  split  is  about  even.  The  280  awards  announced  by  the 
ATP  since  its  inception  in  1990  commit  a  total  of  $970  million  in  ATP  funds  and 
$1  billion  in  industry  funding,  assuming  all  projects  are  pursued  to  conclusion.  This 
only  covers  the  pre-product,  enabling  research  funded  by  the  ATP,  research  that 
underlies  the  development  of  new  products,  processes,  and  services  across  diverse 
application  areas.  Since  the  ATP  does  not  fund  product  development,  private  indus- 
try bears  the  considerably  greater  costs  of  product  development,  production,  market- 
ing, sales,  and  distribution. 

The  ATP  awards  process  is  one  of  the  most  highly  examined  competitions  of  its 
kind  in  government,  and  it  has  received  high  marks  for  efficiency,  integrity,  and  ef- 
fectiveness. ATP  awards  are  made  strictly  on  the  basis  of  rigorous  competitions  de- 
signed to  select  the  proposals  that  are  best  qualified  in  terms  of  the  technological 
ideas,  the  potential  economic  benefits  to  the  nation  (not  just  the  applicant),  and  the 
strength  of  the  plan  for  eventual  commercialization  of  the  results.  Expert  reviewers 
(without  conflicts  of  interest)  drawn  from  the  business  community,  government,  and 
academe  carefully  examine  and  rate  each  proposal  according  to  published  selection 
criteria  that  focus  on  both  business  and  technical  potential.  Political  considerations 
are  not  part  of  the  selection  criteria. 

The  ATP  works  by  encouraging  a  change  in  how  industry  approaches  R&D.  The 
globalization  of  markets  and  the  pace  of  technology  change  continue  to  drive  private 
R&D  to  a  narrower,  shorter-term  focus.  In  sharing  the  relatively  high  development 
risks  of  technologies  that  potentially  enable  a  broad  range  of  new  commercial  oppor- 
tunities, possibly  across  several  industries,  the  ATP  fosters  projects  with  a  high  pay- 
off for  the  nation  as  a  whole.  The  nature  of  ATP  projects,  risky  but  broadly  applica- 
ble, stimulates  joint  research  ventures  that  link  small  suppliers  with  users  or  that 
link  several  firms  together  to  solve  a  generic  problem  common  to  all. 

ATP  Benefits 

Who  benefits?  In  the  near  term,  the  companies  and  consortia  that  work  on  ATP 
projects  benefit,  of  course,  as  they  should.  The  ATP  is  far  from  a  handout;  the  com- 
panies that  successfully  propose  and  pursue  ATP  projects  invest  considerable  re- 
sources of  their  own  on  ventures  that  carry  a  significant  risk. 

But  in  the  long  run,  the  benefits  of  ATP  projects  go  far  beyond  the  companies  who 
made  the  initial  effort.  Criteria  for  individual  projects  and  for  focused  programs 
make  it  very  clear  that  NIST  is  seeking  to  promote  industry's  ability  to  take  on 
technological  challenges  that  will  have  broad  economic  impacts.  The  benefits  will  ac- 
crue not  just  to  individual  ATP  participants  but  to  entire  industrial  sectors  and  the 
economy  as  a  whole. 

The  ATP  focused  program  in  Information  Infrastructure  for  Healthcare  is  a  case 
in  point.  Studies  indicate  that  a  full  20  percent  of  the  nation's  $1  trillion  healthcare 
cost  is  related  to  the  processing  of  information.  A  seamless,  user-friendly  informa- 
tion infrastructure  is  the  critical  ingredient  for  reducing  those  costs  by  many  billions 
of  dollars.  But  existing  efforts  in  healthcare  information  technology  lack  the  coordi- 
nation and  integration  needed  to  share  information  nationwide  and  to  develop  tools 
that  aid,  not  hinder,  the  healthcare  provider.  The  ATP  is  helping  industry  lay  the 
foundation  for  the  more  efficient  use  of  computer  technology  in  doctors'  offices,  hos- 
pitals, and  clinics  by  cost  sharing  with  industry  the  development  of  innovative  ena- 
bling technologies — technologies  that  will  allow  the  medical  community  to  reduce 
paperwork,  improve  the  quality  of  diagnosis  and  treatment,  and  bring  better  medi- 
cal care  to  rural  areas.  The  beneficiaries  of  the  ATP  focused  program  extend  well 
beyond  the  individual  companies  and  consortia  that  are  cost  sharing  and  conducting 
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the  research.  If  the  technical  challenges  can  be  overcome,  then  the  benefits  will  re- 
verberate throughout  the  economy,  and  the  beneficiaries  will  be  our  entire  citizenry. 
The  ATP  benefits  companies  of  all  sizes.  Large  firms  can  work  with  the  ATP,  es- 
pecially in  joint  ventures,  to  develop  critical,  high-risk  technologies  that  would  be 
difficult  for  any  one  company  to  justify  because,  for  example,  the  benefits  spread 
across  the  industry  as  a  whole.  For  smaller,  start-up  firms,  early  support  from  the 
ATP  can  spell  the  difference  between  success  and  failure.  To  date,  nearly  half  (46 
percent)  of  the  ATP  awards  have  gone  to  individual  small  businesses  or  to  joint  ven- 
tures led  by  a  small  business.  Universities  and  non-profit  independent  research  or- 
ganizations also  play  significant  roles  as  participants  in  ATP  projects.  More  than 
100  different  universities  are  involved  in  about  150  ATP  projects  either  as  joint-ven- 
ture participants  or  as  subcontractors. 

ATP  Economic  Impact 

Since  its  inception,  the  ATP  has  made  the  economic  evaluation  of  the  outcomes 
of  ATP  projects  a  central  element  of  its  operations.  The  ATP  has  developed  and  im- 
plemented a  thorough  measurement  program  that  pushes  the  state  of  the  art  in 
evaluating  the  long-term  outcomes  of  an  R&D  investment. 

At  present,  it  is  impossible  to  measure  the  full  economic  effect  of  the  Advanced 
Technology  Program  simply  because  it  is  too  early  for  such  effects  to  have  occurred. 
Success  of  the  ATP  will  depend  ultimately  on  its  ability  to  stimulate  meaningful, 
broad-based  economic  impact  for  the  nation.  While  only  a  handful  of  early  projects 
are  out  of  the  ATP  R&D  phase  and  entering  the  commercialization  phase,  NIST  has 
put  into  place  systematic  mechanisms  to  gather  data  and  provide  the  analysis  as 
the  long-term  effects  unfold.  These  mechanisms  include  an  information  collection 
system  for  tracking  the  business  progress  and  economic  results  of  ATP  projects;  a 
series  of  microeconomic  case  studies  of  individual  projects;  the  experimental  use  of 
macroeconomic  models  for  projecting  outcomes;  and  the  development  and  application 
of  approaches  and  tools  for  estimating  the  benefits  not  only  to  the  participating  com- 
panies and  institutions  working  on  the  ATP  projects  but  also  to  the  industry  as  a 
whole,  consumers,  and  the  economy. 

Near-term  outcomes  from  the  ATP,  however,  are  available.  In  the  past  few 
months  we  have  received  the  results  of  two  separate  but  overlapping  studies  based 
on  detailed  surveys  of  ATP  participants.  One  study,  by  the  research  firm  Silber  & 
Associates,  was  conducted  as  part  of  the  ATP's  evaluation  program  and  surveyed 
125  companies  participating  in  ATP  projects  during  the  first  three  years  of  the  pro- 
gram. A  parallel  study  by  the  U.S.  General  Accounting  Office  in  1995  for  the  House 
Science  Committee  surveyed  123  firms  which  were  lead  applicants  in  winning  or 
"near-winning"  projects  during  the  ATP's  first  four  years. 

Both  of  these  studies  offer  strong  evidence  that  the  ATP  is  on  track  towards 
achieving  its  goal  of  delivering  significant  economic  benefits  to  the  nation.  The  re- 
sults of  these  studies  and  others  conducted  by  the  ATP  are  thorough  and  detailed, 
but  I  can  summarize  the  main  points  here.  They  document:  the  successful  and  accel- 
erated development  of  new  technologies  and  technical  capabilities  as  a  result  of  the 
ATP;  company  projections  of  reduced  time-to-market  based  on  ATP-supported  tech- 
nologies; early  progress  towards  commercializing  ATP-supported  technologies;  and 
company  expansion  and  projections  of  future  growth  based  on  ATP-supported  tech- 
nologies. 

The  ATP  also  is  having  a  real  effect  on  the  industrial  R&D  culture.  Results  show 
that  the  ATP  is:  encouraging  industry  to  pursue  more  high-risk,  enabling  R&D 
projects,  projects  which  would  not  have  been  attempted  in  the  same  time-frame 
without  ATP  support;  encouraging  companies  to  team  with  other  firms  to  best  take 
advantage  of  new  markets;  and  promoting  industrial  R&D  alliances  both  hori- 
zontally, among  competitors,  and  vertically,  between  customers  and  suppliers — alli- 
ances which  are  leading  to  increased  efficiencies  in  R&D  and  reduced  time  to  mar- 
ket. 

ATP  Request 

The  Administration's  fiscal  year  1997  request  for  the  Advanced  Technology  Pro- 
gram is  $345  million.  This  funding  will  enable  us  to  support  all  current  ATP 
projects  for  which  multi-year  funding  already  has  been  committed  and  will  allow 
funding  for  one  general  competition  and  additional  focused-program  competitions  in 
fiscal  year  1997.  This  figure  would  restore  the  ATP  budget  to  approximately  the 
level  of  the  fiscal  year  1995  budget,  after  rescissions. 

Manufacturing  Extension  Partnership  (Total  funding  requested:  $105  million) 

I  noted  earlier  that  one  consequence  of  the  globalization  of  markets  and  the  rapid 
pace  of  technological  change  was  that  it  has  become  increasingly  difficult  for  small 
and  medium-sized  manufacturers  to  remain  competitive.  The  NIST  Manufacturing 
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Extension  Partnership  (MEP)  has  helped  thousands  of  smaller  companies  beat  the 
odds  and  stay  in  business.  From  small  beginnings  with  only  seven  centers  in  early 
1993,  the  MEP  now  has  60  centers  in  42  different  states  and  Puerto  Rico.  Many 
of  these  centers,  in  turn,  maintain  multiple  field  offices  throughout  their  coverage 
areas.  Consequently,  the  program  now  provides  geographically  accessible  extension 
services  to  four-fifths  of  the  more  than  381,000  U.S.  manufacturers  with  fewer  than 
500  employees. 

Like  the  ATP,  the  Manufacturing  Extension  Partnership  emphasizes  merit-based 
competitions,  cost-sharing,  and  evaluation.  Each  center  and  field  office  that  makes 
up  the  MEP,  selected  through  rigorous  competitions,  must  raise  matching  funds 
from  state,  local,  and  private  sources  to  support  its  operations  and  must  dem- 
onstrate regularly  why  its  approach  to  assisting  local  manufacturers  will  provide  the 
best  service  compared  with  other  possible  providers.  Manufacturers  generally  pay 
a  fee  for  any  significant  MEP  services  and  typically  pay  costs  associated  with  imple- 
menting recommended  changes  in  their  operations. 

Progress  Toward  National  MEP  Network 

Some  of  the  early  start-up  funding  for  establishing  the  MEP  network  has  been 
provided  by  the  Defense  Department's  Technology  Reinvestment  Project  (TRP).  The 
MEP  then  has  managed  the  TRP  centers  as  integrated  parts  of  its  national  network. 

Last  year  the  MEP  made  several  important  advances,  including: 

— conducting  a  national  competition  resulting  in  the  addition  of  18  new  manufac- 
turing extension  programs  to  the  MEP  network,  including  new  centers  in  Ala- 
bama, Arkansas,  Florida,  Idaho,  Mississippi,  Montana,  New  Hampshire,  New 
Jersey,  Utah,  Vermont  and  Puerto  Rico,  and  expansions  to  provide  increased 
coverage  in  six  states  already  affiliated  with  the  MEP; 

— conducting  a  national  competition  in  partnership  with  the  Environmental  Pro- 
tection Agency  to  support  projects  that  will  help  smaller  manufacturers  address 
environmental  concerns  in  the  most  cost-effective  manner — 17  projects  were  se- 
lected for  awards,  including  11  projects  to  integrate  new  environmental  tech- 
nology assistance  into  existing  manufacturing  extension  centers;  five  projects  to 
develop  new  environmentally  related  technical  assistance  tools  for  use  by  manu- 
facturing centers  in  serving  their  clients;  and  a  pilot  project  to  establish  a  Na- 
tional Metal  Finishing  Resource  Center  to  provide  easy  electronic  access  to  rel- 
evant, current,  reliable  and  comprehensive  information  on  pollution  prevention 
opportunities,  regulatory  compliance  and  technologies  and  techniques  for  reduc- 
ing pollution  in  the  metal  finishing  industries;  and 

— the  establishment  of  four  pilot  projects  at  manufacturing  centers  to  help  small 
manufacturers  to  better  understand,  identify  and  access  sources  of  financing 
and  credit  options. 

A  competition  planned  for  late  fiscal  year  1996  will  allow  the  MEP  to  establish 
approximately  15  additional  centers. 

MEP  Services  and  Successes 

Services  provided  by  MEP  centers  will  not  keep  a  weak  company  from  going 
under  or  ensure  success  for  a  strong  one.  Rather,  such  services  help  smaller  manu- 
facturers overcome  the  inherent  isolation  and  lack  of  coverage  for  every  needed  type 
of  expertise  that  comes  from  functioning  within  a  small  organization.  Typical  MEP 
services  include  helping  small  manufacturers  access  information  on  new  equipment 
such  as  automation  systems,  find  high-quality  consultant  advice  for  optimizing  man- 
ufacturing systems,  reduce  costs  by  lowering  waste  and  reducing  the  environmental 
impact  of  their  operations,  improve  quality  and  expand  markets  for  products,  and 
find  financing  for  modernization  efforts. 

NIST's  MEP  funding  helps  ensure  that  the  infrastructure  exists  so  that  small 
manufacturers  can  get  the  help  they  need  when  faced  with  complex  choices.  It  pro- 
vides a  small  measure  of  stability  in  the  inherently  volatile  world  of  small  business 
by  providing  smaller  companies  with  some  of  the  same  resources  available  to  large 
corporations.  It  greatly  expands  a  small  company's  access  to  knowledge  about  new 
technologies  and  reduces  isolation  by  hooking  them  into  a  nationwide  set  of  experts 
available  though  electronic  mail,  the  World  Wide  Web,  and  other  national  networks. 

We  have  strong  evidence  of  the  success  of  the  MEP  centers  in  serving  small  and 
medium-sized  manufacturers.  According  to  a  recent  General  Accounting  Office  sur- 
vey of  manufacturers  using  at  least  40  hours  of  MEP  or  other  extension  center  serv- 
ices supported  by  state  governments,  73  percent  of  respondents  reported  that  they 
believed  assistance  from  extension  centers  had  positively  affected  their  overall  busi- 
ness performance.  Specific  areas  cited  most  often  were  positive  effects  on  the  compa- 
nies' use  of  technology  in  the  workplace,  the  quality  of  products,  and  the  productiv- 
ity of  workers.  Those  companies  that  committed  resources  for  the  purchase  of  new 
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equipment  or  other  improvements  recommended  by  extension  center  personnel 
reaped  the  largest  benefits.  Of  these  companies  responding,  86  percent  reported  that 
the  advice  they  received  positively  affected  their  business  performance. 

An  earlier  study  by  MEP  found  that  610  companies  served  by  the  13  centers  in 
operation  in  1994  anticipated  benefits  totaling  $167  million  or  eight  times  the  fed- 
eral investment  in  MEP  that  same  year.  When  we  consider  that  these  companies 
are  the  backbone  of  our  country's  manufacturing  sector,  representing  50  percent  of 
our  manufacturing  capacity  and  an  important  source  for  generating  new  jobs,  the 
importance  of  the  MEP  to  the  nation  is  clear. 

MEP  Request 

The  Administration's  fiscal  year  1997  request  for  the  MEP  is  $105  million.  This 
will  enable  the  MEP  to  complete  its  expansion  to  a  national  network,  including  the 
funding  needed  for  15  extension  centers  it  now  manages  as  part  of  its  network  but 
which  were  funded  originally  by  the  TRP.  With  implementation  of  the  fiscal  year 
1997  budget,  the  MEP  will  have  in  place  a  national  extension  service  providing  sore- 
ly needed  assistance  to  thousands  of  smaller  U.S.  manufacturers  yearly.  Full  fund- 
ing of  the  Administration's  request  for  MEP  will  secure  the  program  on  a  solid  na- 
tional footing,  will  provide  an  estimated  20,000  smaller  companies  with  access  to 
services,  and  will  help  ensure  that  smaller  U.S.  firms  have  a  fighting  chance  at  com- 
petitiveness in  the  global  marketplace. 

Malcolm  Baldrige  National  Quality  Award 

This  year  the  NIST  laboratory  research  appropriation  request  also  includes  $3 
million  to  maintain  NISTs  management  of  the  Malcolm  Baldrige  National  Quality 
Award.  A  remarkably  successful  partnership  of  government  and  industry,  the  very 
small  federal  investment  leverages  more  than  $100  million  of  support  each  year 
from  industry.  The  Baldrige  Award  has  produced  striking  results  in  improved  use 
and  understanding  of  quality  concepts  throughout  the  U.S.  business  community, 
and  it  has  become  both  the  U.S.  standard  of  quality  achievement  in  industry  and 
a  comprehensive  guide  to  quality  improvement. 

The  award  criteria,  which  double  as  quality  improvement  guidelines,  have  been 
reproduced  widely  and  distributed  by  companies  and  other  organizations  and  are 
driving  quality  improvements  in  all  sectors  of  the  U.S.  economy.  To  date,  more  than 
40  states  have  or  are  in  the  planning  stages  of  implementing  state  quality  pro- 
grams, most  modeled  after  the  Baldrige  Award. 

Concrete  evidence  of  the  criteria's  value  was  demonstrated  recently  through  a  hy- 
pothetical investment  experiment.  An  investment  in  each  of  the  publicly  traded 
Baldrige  winners  from  the  first  business  day  in  April  in  the  year  the  company  won 
the  award  until  August  1995  yielded  a  248.7  percent  return  on  investment  com- 
pared with  a  58  percent  return  for  the  Standard  &  Poor's  500  index  thus  out- 
performing the  S&P  500  by  more  than  4  to  1. 

Construction  and  Major  Renovation  of  Facilities  (Total  funding  requested:  $105  mil- 
lion) 

Finally,  I  would  like  to  turn  to  a  particularly  grave  issue — the  steady  erosion  of 
the  facilities  that  the  NIST  laboratories  need  in  order  to  deliver  their  vital  services 
and  support.  More  than  $2  billion  worth  of  NIST  facilities  are  deteriorating  at  an 
accelerating  rate.  The  Gaithersburg,  Maryland,  site  built  over  30  years  ago,  and  the 
Boulder,  Colorado,  site  built  over  40  years  ago,  feature  45  specialized  laboratory 
buildings  used  to  conduct  a  wide  range  of  advanced  measurement  research.  A  NIST 
plan  to  upgrade  its  facilities  through  a  $540-million,  ten-year  effort  began  in  fiscal 
year  1993. 

An  independent  study  conducted  for  NIST  in  fiscal  year  1991  found  that  the  over- 
whelming majority  of  NIST's  facilities  will  fail  to  meet  program  needs  within  this 
decade  unless  steps  are  taken  now  to  design,  construct,  and  renovate  the  needed  fa- 
cilities. In  its  1995  annual  report,  the  NIST  Visiting  Committee  on  Advanced  Tech- 
nology commended  the  construction  program  that  was  in  place  at  the  start  of  1995 
and  recommended  that  it  be  executed.  The  decaying  state  of  the  Institute's  facilities 
already  has  made  it  impossible  to  provide  some  U.S.  manufacturers  with  essential 
services,  such  as  state-of-the-art  calibrations  urgently  needed  to  maintain  produc- 
tion-line quality  controls  on  a  par  with  overseas  competitors. 

Environmental  controls  regulating  temperature,  humidity,  vibration,  and  air 
cleanliness  that  were  more  than  adequate  when  the  buildings  were  first  constructed 
are  now  completely  inadequate  for  atomic-level  research.  In  addition,  NIST  power 
supplies  are  becoming  less  reliable  and  lack  the  capability  of  delivering  clean  power 
required  by  sensitive  equipment.  Since  nearly  all  modern  experiments  rely  on  sen- 
sitive equipment  to  collect  and  analyze  data,  the  poor  quality  of  NIST  power  sup- 
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plies  regularly  results  in  inaccurate  measurements,  costly  delays,  rework,  and  loss 
of  data. 

The  Administration's  fiscal  year  1997  request  for  the  Construction  of  Research  Fa- 
cilities at  NIST  is  $105.2  million  (including  $98.9  million  for  the  Gaithersburg, 
Maryland  site  and  $6.3  million  for  the  Boulder  site).  Full  implementation  of  NIST's 
construction  plans  will  bring  its  most  critical  facilities  up  to  U.S.  industry's  meas- 
urement needs  through  the  year  2010  and  beyond.  The  fiscal  year  1997  funding  re- 
quest will  allow  NIST  to  complete  the  first  phase  of  the  Advanced  Technology  Lab- 
oratory in  Gaithersburg. 

Failure  to  fund  this  request  will  leave  NIST  without  the  tools  necessary  to  carry 
out  its  mission  in  support  of  industry  and  the  public.  The  upgrade  of  NIST  facilities 
is  long  overdue.  NIST  researchers  have  already  employed  every  stop-gap  measure 
at  their  disposal,  including  ubiquitous  plastic  sheeting  to  protect  sensitive  laser  ta- 
bles from  grit-delivering  air  vents  and  multiple  mechanisms  for  isolating  sensitive 
instruments  from  vibration.  We  are  now  beginning  construction  on  a  new  chemistry 
building  that  addresses  more  immediate  safety  issues  that  cannot  be  delayed.  With- 
out more  complete  advanced  research  facilities,  it  will  be  increasingly  difficult,  and 
ultimately  impossible,  to  provide  the  advanced  metrology  demanded  of  a  premier 
measurement  laboratory. 

Conclusion 

In  brief,  Mr.  Chairman,  NIST  has  responded  to  the  challenges  of  the  1990's  with 
a  strong  portfolio  of  programs  well  matched  to  the  needs  of  U.S.  commerce  and  in- 
dustry. It  has  put  programs  in  place  that  are  rigorously  competitive,  based  entirely 
on  merit,  and  conscientiously  evaluated.  NIST's  programs  are  true  public/private 
partnerships.  Each  program  focuses  on  investments  that  provide  broad-based  bene- 
fits to  the  economy. 

With  a  relatively  small  level  of  federal  investment  (about  one  percent  of  federal 
R&D  spending),  NIST  has  leveraged  these  four  interrelated  but  very  differently  fo- 
cused programs  into  a  significant  number  of  accomplishments.  It  has  put  in  place 
a  set  of  civilian  technology  support  systems  that  help  strengthen  the  chain  of  inno- 
vation from  basic  research  to  commercialization  of  new  technologies  to  use  of  those 
new  technologies  by  U.S.  manufacturers  in  the  production  of  quality  products.  The 
ultimate  goal  of  all  these  programs  is  steady  growth  of  the  U.S.  economy,  steady 
increases  in  high-wage  jobs  for  American  workers,  and  a  rising  standard  of  living 
for  taxpayers. 

The  effect  of  NIST  programs  is  to  leverage  a  public  R&D  investment  for  the  public 
good. 
— NIST  laboratories  conduct  long-term  research  that  anticipates  industry's  needs 
for  quality  improvements  and  measurement  methods.  The  Institute  frequently 
serves  as  a  neutral  convener,  providing  for  whole  industrial  sectors  a  place 
where  vendors,  users,  and  competitors  can  discuss  and  construct  research  agen- 
das to  address  issues  of  compatibility,  quality  control,  and  needed  measurement 
tools  or  standards.  And,  as  one  of  the  world's  most  respected  centers  of  metrol- 
ogy, NIST  tackles  measurement  challenges  that  no  single  company  or  group  of 
companies  could  possibly  undertake. 
— The  ATP  teams  with  companies  to  tackle  key  enabling  technologies  that  benefit 
both  investors  and  stakeholders:  the  companies  and  the  taxpayers.  Cost-shared 
ATP  projects  advance  the  state  of  the  technology,  which  creates  opportunities 
for  the  participating  companies.  As  they  spend  their  own  dollars  to  take  these 
new  concepts  into  the  marketplace,  the  technologies  enable  important  opportu- 
nities for  customers,  suppliers,  and  even  competitors.  These  spillover  benefits 
will  flow  through  the  economy,  providing  tremendous  benefits  for  taxpayers. 
— The  MEP  provides  state  and  local  agencies  with  an  added  measure  of  confidence 
that  the  funds  they  put  up  to  help  their  local  manufacturers  stay  competitive 
will  have  impact  and  will  be  well  spent.  The  support  of  a  national  program  en- 
sures that  each  state's  resources  will  not  be  used  to  constantly  reinvent  the 
"technology  extension  wheel"  and  that  national  experts  will  be  available  to  help 
solve  local  problems. 
— The  Malcolm  Baldrige  National  Quality  Award  program  provides  both  guidance 
on  quality  improvement  strategies  that  work  and  an  added  incentive  of  inter- 
national recognition  that  helps  U.S.  companies  focus  on  the  continuous  improve- 
ments in  products  and  processes  needed  for  marketplace  success. 
The  NIST  fiscal  year  1997  budget  proposal  represents  an  important,  strategic  in- 
vestment in  the  nation's  future  economy. 

I  will  be  happy  to  answer  any  questions  you  might  have. 


Senator  GREGG.  Senator  Hollings. 
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Senator  HOLLINGS.  I,  Mr.  Chairman,  had,  as  you  did  also,  this 
critical  Defense  appropriations  hearing  upstairs  in  S-407,  and  I  am 
glad  now  that  I  came  to  this  one.  I  have  never  heard  two  more  co- 
gent statements  as  to  the  Advanced  Technology  Program,  NIST, 
and  the  Office  of  Technology  Policy,  even  though  I  propose  to  know 
a  little  bit  about  it.  You  have  presented  a  very,  very  meaningful 
statement. 

ATP  SELECTION  PROCESS 

Have  I  ever,  since  I  sneaked  this  on  the  trade  bill  back  in  1988 — 
have  I  ever  called  either  one  of  you,  or  has  my  office  ever  called 
anyone  of  you  to  get  an  ATP  award  or  sought  a  grant  or  announce 
a  grant? 

Dr.  Good.  Not  in  my  tenure. 

Dr.  Prabhakar.  In  fact,  I  think  the  greatest  strength  of  these 
programs  has  been  that  not  only  does  the  enabling  legislation  man- 
date competitive  processes,  but  Congress  has  been  very  cooperative 
in  not  earmarking;  the  administration  has  been  absolutely 

Senator  Hollings.  Yes;  they  have  been  only  cooperative,  because 
we  have  had  some  fights  over  there  on  the  House  side.  Thank  God. 
They  can  hang  up  a  bill  for  weeks  on  end  with  that  House  crowd. 
[Laughter.] 

And  that  is  the  point.  Congressman  Walker  or  whatever  feels 
like  it  is  one  big,  grand  pork,  that  that  crowd  can  take  care  of  it, 
or  it  is  really  a  benefit  program  to  reelect  us.  And  they  have  no 
concept  of  what  you  two  have  just  pointed  out  in  such  a  meaningful 
way,  in  my  opinion. 

So  I  constantly  say  like  the  Advanced  Technology  Program  is 
peer-reviewed  first  by  the  National  Academy  of  Engineers,  and 
then  there  is  the  Source  Selection  Committee  that  makes  a  choice. 

Now  does  the  Secretary  of  Commerce  make  that  choice  or  does 
the  White  House  get  to  call  over  and  say:  Give  XYZ  the  grant? 

Dr.  Good.  No,  sir;  the  decisions  are  clearly  made  by  the  panels 
that  are  set  up  to  make  the  decisions.  We  do  not  second  guess — — 

Senator  Hollings.  On  a  competitive  basis? 

Dr.  Good.  On  a  competitive  basis.  We  do  not  second-guess  those 
choices,  and  I  have  never  had  any  pressure  from  anywhere  in  the 
Government  to  make  any  changes  in  the  recommendations  that  the 
peer  review  panels  have  made. 

Let  me  just  make  a  comment.  I,  as  you  know,  was  on  the  Na- 
tional Science  Board  for  about  11  years.  And  the  NSF  is  considered 
to  be  the  best  agency  in  terms  of  doing  their  peer  review  and  that 
sort  of  thing  in  a  very  first-class  way  and  not  having  it  politically 
juggled  about. 

This  program  is  absolutely  every  bit  as  good  as  the  one  the  NSF 
uses,  in  the  way  it  is  done  and,  in  fact,  in  some  ways  it  is  better 
because  it  gets  more  detailed  review  of  the  proposals,  frankly,  than 
even  many  of  the  ones  that  we  do  with  NSF.  But  it  is  the  same 
sort  of  approach,  and  we  have  had  absolutely  no  pressure  from 
anyone  to  do  anything  different. 

Senator  Hollings.  Well,  I  asked  that  to  get  it  on  the  record,  not 
only  for  the  benefit  of  our  House  colleagues,  but  of  Senator  Dan- 
forth.  He  was  very,  very  careful,  and  I  was  assuring  him  every  step 
of  the  way  that  we  were  not  starting  a  pork  program,  and  he  fi- 
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nally  was  persuaded,  and  I  am  glad  that  you  persisted  in  that  con- 
text. 

To  get  it  straight,  the  Advanced  Technology  Program  is  proposed 
at  $334  million,  and  it  is  currently  at  $221  million.  But  it  is  about 
$100  million  less  than  in  1994  when  the  Republicans  took  over  the 
Congress.  So  it  is  still  down  from  where  it  was. 

NIST  CONSTRUCTION 

Now  with  respect  to  the — I  could  go  through  each  one  of  these. 
I  think  it  is  very  important,  the  construction  requested. 

You  said  that  the  Bureau  of  Standards  started  back  95  years 
ago.  They  use  the  35-year-old  buildings  out  at  Gaithersburg  or 
something  to  be  renovated  plus  the  new  chemical  laboratory,  I 
think? 

Dr.  Prabhakar.  That  is  correct. 

Dr.  Good.  Let  me  make  a  comment,  and  let  me  put  it  in  context, 
and  then  I  will  let  Dr.  Prabhakar  talk  about  the  details. 

The  real  issue  here  is  that  in  today's  world,  the  kinds  of  stand- 
ards that  we  need  to  do  and  the  kinds  of  quality  that  we  need  to 
do  have  changed  dramatically  in  the  last  30  years.  We  have  gone 
from  measurements  that  you  can  see  on  the  table  to  what  is  now 
known  as  nanometer  technology,  which  is  10  centimeters.  You  can- 
not do  that  kind  of  work  in  the  buildings  that  were  constructed  50 
years  ago.  And  we  have  had  no  new  facilities  to  really  do  state-of- 
the-art  metrology. 

Senator  HOLLINGS.  Why  can  you  not  do  it  in  those  buildings? 
Pretend  I  don't  know  anything  about  NIST.  I  mean  why  aren't  ex- 
isting facilities  adequate? 

Dr.  GOOD.  Well,  one  of  the  reasons  is  that 

Senator  Hollings.  Could  you  do  it  in  this  room? 

Dr.  GOOD.  No,  sir;  you  really  could  not. 

Senator  Hollings.  Why?  Do  you  need  a  bigger  room? 

Dr.  GOOD.  No;  the  vibrational  structure  of  this  building  would 
make  it  impossible  to  do  the  measurements.  One  car  coming  by 

Senator  HOLLINGS.  The  ship  rattles  and  rolls? 

Dr.  Good.  You  have  got  it.  One  car  coming  through  the  portico 
out  there  would  change  it.  We  can  measure  things  to  that  sort 
of 

Senator  Hollings.  Is  that  right? 

Dr.  Good.  And  we  need  to  do  that  today. 

Senator  HOLLINGS.  OK.  I  am  learning  these  things. 

Dr.  GOOD.  So  the  real  construction  issue  is  that  there  are  two 
pieces.  One  is,  we  do  have  to  build  a  new  chemistry  building,  and 
that  one  is  because  we  no  longer  meet  the  safety  requirements. 

Senator  HOLLINGS.  Yes. 

Dr.  Good.  Second,  is  we  just  really  do  have  to  get  the  money  to 
start  this  new  measurement  building,  because  we  simply  cannot  be 
in  the  forefront  of  the  metrology  that  pushes  things  like  the  semi- 
conductor industry  and  the  forefront  of  the  electronics  industry. 
That  is  what  this  is  all  about. 

Dr.  Prabhakar.  Let  me  just  add 

Senator  HOLLINGS.  Yes. 

Dr.  Prabhakar  [continuing].  That  we  have  broken  ground,  and 
that  work  on  the  chemistry  building  was  begun  on  the  basis  of  the 
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prior  year's  appropriation.  That  was  our  most  immediate  need.  And 
then  the  budget  request  for  fiscal  year  1997  would  allow  us  to  build 
the  first  phase  of  the  Advanced  Technology  Laboratory  with  the  vi- 
bration and  temperature  stabilities. 

NIST  SUPPORT  TO  INDUSTRY 

Senator  HOLLINGS.  Very  good.  Why — let  us  emphasize  again  the 
support  that  you  give  these  large  companies,  as  well  as  small  com- 
panies. The  idea  is:  they  are  financially  fit,  wealthy.  Why  do  they 
need  Federal  dollars? 

Dr.  Prabhakar.  I  would  like  to  talk  to  you  specifically  in  the  con- 
text of  ATP,  where  I  believe  that  question  comes  up. 

The  first  issue  is,  fundamentally,  what  we  are  trying  to  do  with 
ATP  is  not  a  little  bit  more  of  what  is  already  going  on  in  research 
and  development  companies,  but  it  is  actually  a  qualitatively  dif- 
ferent kind  of  work.  Let  me  give  you  an  example  that  I  think  really 
speaks  specifically  to  that  issue. 

We  have  a  joint  venture  project  in  ATP  that  has  been  underway 
for  about  1  year.  It  involves  a  group  of  companies,  one  of  which  is 
called  Hardcore/Dupont  Composite,  Inc.  That  is  a  joint  venture  that 
was  three  employees  when  the  project  started.  And  so  a  joint  ven- 
ture between  a  little  company  of  quite  literally  two  people,  Hard- 
core, and  Dupont,  which  is  obviously  an  absolutely  immense  cor- 
poration. That  company  leads  the  joint  venture,  and  the  other  par- 
ticipants are  Dupont,  Dow  Corning,  a  small  company  in  Maine — 
Brunswick  is  the  name — and  Johns  Hopkins  University. 

The  point  of  this  project  is  to  try  to  do  the  kind  of  process  tech- 
nology that  will  enable  people  to  use  advanced  composite  materials 
for  various  stressing  applications,  for  roads  and  bridges  where  tre- 
mendous structural  strength  is  necessary. 

This  is  a  project  that  simply  will  not  happen  without  all  of  these 
players  working  together.  Hardcore,  which  is  this  tiny  startup,  is 
the  main  producer  of  the  composite  technology.  Dow  Corning — I  am 
sorry — is  a  major  supplier.  So  here  is  a  huge  corporation  that  is  a 
supplier  to  this  tiny  startup. 

Brunswick  is  another  small  company  that  is  also  a  supplier  to 
the  universities  doing  sensor-based  research.  They  have  made  tre- 
mendous progress,  and  I  think  that  the  coming  together  of  these 
players  really  illustrates  a  key  point,  which  is  that  no  company 
works  in  our  economy  in  isolation.  Small  companies  spin  off  from 
and  are  funded  by  large  companies.  They  sell  to  and  buy  from  large 
companies.  And  we  really  need  to  look  for  those  technology  oppor- 
tunities that  are  beyond  the  reach  and  beyond  the  incremental 
product  focus  in  the  immediate  activities  they  are  doing  today. 

This  was  a  case  of  technology  that  would  not  have  happened 
without  ATP.  Dupont  stated  flat  out  that  they  did  not  have  in  their 
culture  a  way  of  working  with  a  small  startup  like  Hardcore.  The 
fact  is  ATP  was  the  only  reason  that  they  were  able  to  go  out  and 
do  that  joint  venture,  build  this  team  of  players,  and  now  go  after 
a  technical  opportunity  that  is  already  beginning  to  show  real 
promise. 

Senator  Hollings.  And,  of  course,  we  should  take  judicial  notice 
here  on  the  committee  that  the  market  goes  up  300  points  and 
down — I  mean,  down  300  points  and  back  up  160  points  within  a 
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10-day  period.  I  mean,  ergo,  they  are  for  short — not  for  long-term 
financing.  I  mean,  they  will  take  a  short-term  thing,  and  if  any- 
thing long  term,  the  chairman  of  the  board  is  caught  immediately 
and  that  question  is:  Why  do  you  do  that?  In  fact,  he  has  probably 
only  got  a  3-year  contract,  so  he  could  care  less. 

Dr.  Good.  That  is  true. 

Dr.  Prabhakar.  Senator  Hollings,  I  think  that  that  is  absolutely 
true,  and  I  think  that  shapes  a  lot  of  the  very  narrow  focus. 

Senator  Hollings.  Even  the  richest  and  the  largest  in  the  econ- 
omy. 

Dr.  Prabhakar.  Absolutely.  Also,  we  want  to  be  very  clear  that 
an  enormous  investment  is  made  every  year  by  companies  in  re- 
search and  development.  It  is  on  the  order  of  $100  billion  a  year. 

Senator  HOLLINGS.  Yes. 

Dr.  Prabhakar.  So  it  is  very  significant.  The  key  issue  is  that 
over  time  it  has  been  much  more  narrowly  focused  on  those  things 
that  that  individual  company  is  going  to  capture  a  benefit  on,  and 
that  usually  means  a  shorter  term.  So  that  is  exactly  the  issue  we 
are  trying  to  address. 

Senator  Hollings.  We  started  this,  too,  with  the  cooperation  of 
the  Department  of  Defense.  And  you  have  got  to  roll  over,  I  think, 
some  of  these  15  remaining  centers 

Dr.  GOOD.  Manufacturing  extension  centers,  right. 

Senator  Hollings  [continuing].  Manufacturing  extension  cen- 
ters, with  the  Department  of  Defense. 

MEASUREMENT  BREAKTHROUGHS 

Otherwise,  what  are  the  breakthroughs?  You  were  talking  about 
those  measurements,  and  it  intrigued  me,  and  I  understand  that 
you  had  some  breakthroughs  recently  on  the  accuracy  of  these 
measurements  and  so  forth  with  respect  to  mammograms  and  oth- 
erwise? 

Dr.  Prabhakar.  We  have  a  variety  of  activities  going  on  there. 
In  that  particular  instance,  we  have  some  new  x-ray  measurement 
technology  that  allows  people  to  calibrate  the  x  ray  machines  used 
in  mammograms  to  a  far  greater  degree  than  was  possible  before, 
and  we  have  been  working  with  the  industry  now  to  get  that  imple- 
mented, so  it  is  not  just  sitting  in  our  laboratory,  but  it  is  actually 
out  there  in  practice.  And  it  is  something  that  has  been  hailed  by 
the  medical  community;  it  is  really  providing  a  significant  advance. 
That  is  one  interesting  example  of  measurement  technology  really 
making  a  big  difference. 

Dr.  GOOD.  One  other  thing  on  ATP  that  is  not  well  understood. 
You  know,  we  have  over  110  universities  working  on  ATP  grants. 
And  the  money  that  flows  out  to  the  universities  out  of  that  pro- 
gram is  about  $90  million  a  year,  which  is  really  interesting.  Peo- 
ple really  do  not  know  that.  And  in  many  cases,  the  big  companies 
use  the  match  they  get  from  the  Government  to  actually  pay  the 
universities,  because  the  universities  do  not  have  the  money  to  do 
their  cost  share. 

[Off-the-record  remarks.] 

Dr.  GOOD.  But  it  is  true  that  ATP  does  support  about  110  univer- 
sities. And  what  happens  is,  many  of  the  big  companies  use  their 
match  from  the  Government  to  pay  the  university  part. 
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Senator  HOLLINGS.  How  much  overall  is  that? 

Dr.  Good.  About  $90  million. 

Senator  HOLLINGS.  $90  million  of 

Dr.  GOOD.  That  goes  directly  to  the  universities. 

Senator  HOLLINGS.  Directly  to  the  universities  under  the  ATP 
Program? 

Dr.  Good.  Under  the  ATP  Program.  And  it  is  particularly  appro- 
priate that  it  goes — if  you  look  at  it,  it  turns  out  it  goes  to  lots  and 
lots  of  engineering  colleges,  which  is  not  a  surprise.  Some  of  the  big 
players,  for  example:  Carnegie-Mellon  plays  in  that  very  heavily; 
MIT  does;  Stanford  does.  And  then  there  are  a  lot  of  the  State  uni- 
versities, particularly  engineering  schools,  that  are  very  well-rep- 
resented in  that. 

Senator  HOLLINGS.  Do  you  all  audit  those  particular  grants? 
When  you  mention  Stanford,  I  remember  some  yachts  and  flowers 
and  wonderful  parties  up  there.  [Laughter.] 

Dr.  GOOD.  Yes,  sir;  they  do  get  audited. 

Senator  HOLLINGS.  Yes;  thank  you,  Mr.  Chairman. 

Dr.  Good.  Thoroughly,  I  am  afraid. 

Senator  Gregg.  Thank  you,  Senator. 

FUNCTIONS  OF  OSTP  AND  US/OTP 

Can  you  explain  to  me  the  difference  between  what  the  White 
House  Office  on  Technology  does  that  you  do  not  do? 

Dr.  GOOD.  OK.  The  Office  of  Science  and  Technology  Policy  in 
the  White  House  really  has  an  overview  role  to  try  to  provide  for 
the  President  and  the  administrative  staff  over  there  issues  about 
technology,  both  in  the  domestic  economy  and  internationally,  but 
more  importantly,  they  are  responsible  for  looking  at  technologies 
that  have  to  do  with  national  security.  For  example,  they  have 
been  very  much  involved  in  the  Russian  joint  S&T  venture.  They 
look  at  things  like  whether  or  not  we  should  have  a  science  and 
technology  agreement,  an  S&T  with  China,  and  if  so,  what  sort  of 
activities  that  ought  to  be. 

If  you  look  at  what  we  do  in  that  arena,  it  is  really  very  dif- 
ferent. We  are  focused  on  what  the  civilian  technology  issues  are 
in  the  United  States,  and  what  it  is  that  we  should  do  and  how 
we  should  respond  to  the  industry,  and  how  we  should  listen  to 
them  about  what  they  need  in  the  technology  arena  to  be  more  suc- 
cessful. 

So  it  is  a  very  different  focus  from  what  OSTP  does.  We  do  work 
with  them  very  closely  on  some  issues,  and  we  do  have  issues  that 
are  parallel. 

FACILITIES  EXPENDITURES 

Senator  Gregg.  Well,  I  presumed  you  would. 

Can  you  explain  to  us  why  you  spent  $50  million  for  mainte- 
nance and  construction  prior  to  1995,  at  the  end  of  1995? 

Dr.  Prabhakar.  OK,  let  me  see;  let  me  back  up. 

When  we  started  our  long-term,  10  year  plan  for  construction,  we 
had  two  goals.  One  was  to  address  the  new  building  needs  that  we 
talked  about  a  moment  ago,  and  the  other  was  to  do  the  kind  of 
extensive  renovation  of  our  existing  facilities  that  would  just  keep 
them  current. 
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Some  of  those  needs  became  very  pressing  for  safety  and  capacity 
upgrades,  and  some  of  the  things  that  really  demanded  immediate 
attention,  and  that  is  what  the  initial  expenditure  was  for. 

Senator  GREGG.  Well,  there  is  $31.8  million  here  that  appears  to 
have  been  spent  for  the  purposes  of  spending  it  because  you  were 
concerned  that  we  might  rescind  it.  Explain  why  you  spent  it. 

Dr.  Prabhakar.  I  believe  I  have.  Is  this  something  that  we  have 
already  provided? 

Mr.  Gary.  This  is  the  report  that  was  sent  to  them. 

Dr.  Prabhakar.  That  has  already  been  provided,  OK.  This  is  the 
report  on  those  expenditures  during  fiscal  year  1995.  I  believe  we 
have  already  sent  a  copy  to  the  subcommittee. 

Senator  GREGG.  Right.  We  have  seen  it.  I  find  it  to  be  a  rather 
weak  explanation  of  why  those  moneys  were  spent.  It  appears  to 
me  that  these  moneys  were  spent  in  order  to  avoid  a  rescission. 

Dr.  Prabhakar.  Mr.  Chairman,  we  have  had  very  pressing  needs 
for  our  facilities  for  some  time.  And  that  is  something  that  was  es- 
tablished back  in  the  early  1990's  by  external  advisory  groups  who 
have  advocated  that  we  needed  to  address  these  problems.  This  ex- 
penditure had  to  do  with  making  sure  that  we  got  that  initial  ur- 
gent need  addressed. 

Senator  GREGG.  Well,  I  will  be  more  comfortable  if  that  is  the 
conclusion  of  the  inspector  general,  but  I  do  not  expect  it  will  be. 

I  must  say  that  I  looked  at  that  expenditure,  and  I  said  to  my- 
self: Were  I  still  a  Governor  and  you  were  a  department  head,  you 
would  be  in  serious  trouble. 

Dr.  GOOD.  The  only 

Senator  GREGG.  I  do  not  believe  that  an  agency  should  spend 
money  when  it  is  very  obvious  that  the  legislative  intent  is  going 
to  be  exercised  very  soon. 

And  I  recognize  that  that  is  not  inconsistent  with  what  agencies 
sometimes  do,  but  I  think  is  would  be  inconsistent  with  what  the 
purpose  of  our  job,  addressing  the  taxpayers,  is. 

I  do  not  have  any  further  questions.  Do  you? 

Senator  HOLLINGS.  Let  me  just  ask:  I  am  not  really  familiar  with 
the  chairman's  question,  but  what  did  we  get  for  the  $31.8  million? 
Aside  from  the  timing,  what  did  we  get  for  the  $31.8  million  being 
questioned? 

Dr.  Prabhakar.  This  breaks  out  the  obligations  during  fiscal 
year  1995  and  includes  a  set  of  activities 

Senator  HOLLINGS.  This  is  what  was  received  then;  is  that  right? 

Dr.  Prabhakar.  That  is  correct. 

Senator  HOLLINGS.  Yes. 

Dr.  Prabhakar.  So  this  is  the  breakout  of  our  fiscal  year  1995 
obligations. 

Senator  HOLLINGS.  The  design  work,  construction,  management, 
site  operations,  safety,  and  capacity  projects.  All  right. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  Gregg.  Well,  thank  you.  We  appreciate  your  time. 

Dr.  GOOD.  Thank  you. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 
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Questions  Submitted  by  Senator  Judd  Gregg 

ADVANCED  TECHNOLOGY  PROGRAM 


Question.  The  fiscal  year  1996  bill  provides  $221  million  for  the  Advanced  Tech- 
nology Program  (ATP)  and  calls  on  the  Department  to  submit  a  fiscal  year  1996 
spending  plan  for  this  program  within  30  days  of  enactment  (due  5/26).  The  funding 
provided  for  fiscal  year  1996  equals  the  Commerce  Department's  most  recent  esti- 
mate of  the  amount  required  to  fund  continuation  grants  from  ATP  awards  made 
in  fiscal  year  1995  and  prior  years.  This  Subcommittee  believes  that  honoring  those 
prior  year  commitments  was  our  top  priority  for  these  funds.  Still,  the  Administra- 
tion plans  to  use  $25  million  of  fiscal  year  1996  ATP  funding  to  make  new  awards. 
Every  dollar  of  new  fiscal  year  1996  awards  not  only  displaces  a  prior  year  commit- 
ment, it  also  creates  a  new  outyear  commitment.  Why  does  the  Administration  be- 
lieve that  a  new  fiscal  year  1996  competition  is  more  important  for  the  ATP  pro- 
gram than  honoring  its  prior-year  commitments? 

Answer.  The  premise  of  the  question  is  that  the  Administration  believes  a  new 
competition  is  more  important  than  prior  year  commitments  is  not  correct.  The  fis- 
cal year  1996  funds  recently  appropriated  for  the  ATP  are  sufficient  to  continue  all 
ongoing  projects — our  highest  priority.  The  estimate  of  $221  million  (together  with 
some  carryover  funding)  was  based  on  reserving  sufficient  funds  to  pay  all  projected 
out-year  costs  for  ATP  projects  initiated  with  fiscal  year  1994  or  earlier  appro- 
priated funds.  In  order  to  continue  the  ATP's  contributions  to  the  Nation's  economic 
growth,  the  Administration  has  decided  to  use  a  portion  of  the  fiscal  year  1996  ap- 
propriation and  previous  years'  carryover  funds  to  pay  for  a  1996  general  competi- 
tion totaling  $20  to  $25  million.  With  a  competition  at  this  level,  NIST  has  sufficient 
funding  to  make  all  payments  due  in  fiscal  year  1996  to  current  ATP  participants. 

Question.  What  will  be  the  outyear  costs  of  continuation  grants  for  fiscal  year 
1995  and  prior  year  ATP  awards,  assuming  there  are  no  new  ATP  awards  in  fiscal 
year  1996?  How  will  those  costs  change  if  ne 
1996? 

Answer. 


new  ATP  awards  are  made  in  fiscal  year 
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[In  millions  of  dollars] 


Fiscal  year- 


1998  and 
beyond 


Original  Plan  (No  fiscal  year  1996  awards): 

Awards  started  with  fiscal  year  1994  and  prior  fund 

Awards  started  with  fiscal  year  1995  funds  

Awards  started  with  fiscal  year  1996  funds  

Awards  started  with  fiscal  year  1997  funds  

Admin,  SBIR,  and  lab  support 

Total  

Revised  Plan  (fiscal  year  1996  awards): 

Awards  started  with  fiscal  year  1994  and  prior  fund 

Awards  started  with  fiscal  year  1995  funds  

Awards  started  with  fiscal  year  1996  funds  

Awards  started  with  fiscal  year  1997  funds  

Admin,  SBIR,  and  lab  support 

Total 


183  

140 

151 

.6 

157 
37 

292 

34 

123 

357 

345  

158 
140 
25 

25  

151 

25 
107 

37 

6 

33 
259 

34 

123 

357 

345  

Question.  Despite  clear  guidance  throughout  the  fiscal  year  1996  appropriations 
process  that  Congress  viewed  prior-year  commitments  to  ATP  award  recipients  as 
the  number  one  priority  for  the  program,  you  chose  to  use  fiscal  year  1995  funds 
to  finance  new  ATP  competitions.  While  I  do  not  question  your  legal  right  to  make 
these  awards,  I  would  like  you  to  explain  why  you  made  this  decision. 

Answer.  The  President  is  committed  to  continuation  of  the  ATP  program  as  an 
essential  part  of  his  economic  policy.  ATP  provides  an  effective  mechanism  for  aug- 
menting U.S.  economic  growth  through  highly-leveraged,  industry-led  R&D.  ATP  is 
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a  rigorously  competitive,  cost-shared  program  that  fosters  technology  development, 
promotes  industrial  alliances,  and  creates  jobs.  We  are  confident  that  this  new  com- 
petition will  yield  strong,  positive  benefits  for  our  entire  economy  in  the  years 
ahead. 

MANUFACTURING  EXTENSION  PARTNERSHIP  PROGRAM 

Question.  The  fiscal  year  1997  budget  request  alters  the  Manufacturing  Extension 
Partnership  Program  (MEP)  implementation  plan.  MEP's  were  intended  to  provide 
national  coverage.  The  original  plan  called  for  100  centers.  The  newly  revised  plan 
calls  for  75.  60  "centers"  are  currently  in  operation  a  competition  for  15  additional 
centers  was  funded  in  fiscal  year  1996.  Please  summarize  the  revised  MEP  plan  and 
explain  why  the  Department  decided  that  fewer  than  100  centers  could  provide  "na- 
tional" coverage.  Originally,  MEP  centers  were  to  have  a  6-year  lifespan  before  be- 
coming privatized.  Does  your  current  plan  assume  that  existing  centers  will  become 
privatized  or  do  you  intend  to  continue  Federal  funding  beyond  6  years? 

Answer.  Early  MEP  planning  estimates,  which  were  based  in  part  on  the  industry 
clusters  data  from  several  independent  surveys  called  for  the  establishment  of 
roughly  25  large  centers  and  75  smaller  centers.  Our  experience  implementing  the 
program  over  the  past  three  years  has  shown  that,  depending  on  the  organization 
of  the  business  and  technical  assistance  infrastructure  within  the  region,  state,  or 
local  area,  organizations  that  NIST  partners  with  for  extension  centers  may  define 
their  service  area  to  encompass  as  little  as  one  of  those  clusters  to  several  clusters. 
As  an  example  of  this  difference,  the  State  of  Texas  which  has  five  regional  offices 
created  under  one  cooperative  agreement  is  considered  to  be  one  center.  Whereas, 
the  State  of  Pennsylvania  has  three  cooperative  agreements,  thus  three  extension 
centers. 

The  MEP  vision  is  to  create  a  national  system  which  provides  "local  access"  to 
manufacturing  modernization  services  for  all  381,000  small  and  medium-sized  man- 
ufacturing establishments.  With  that  in  mind,  the  MEP  will  focus  more  closely  on 
(1)  MEP's  geographical  service  coverage  (which  we  calculate  at  the  county  level);  (2) 
market  penetration  rates  (which  we  calculate  as  part  of  the  routine  evaluation  proc- 
esses); and  (3)  service  capacity  of  a  center. 

MEP  has  calculated  that,  on  a  geographical  basis  (by  county),  services  from  the 
42  centers  that  existed  in  fiscal  year  1995  are  accessible  to  approximately  two-thirds 
of  all  smaller  manufacturing  establishments.  With  60  centers  in  42  states  and  Puer- 
to Rico  with  251  field  offices,  MEP  services  are  now  within  reach  of  85  percent  of 
the  Nation's  381,000  smaller  manufacturers.  MEP  is  currently  working  with  those 
areas  that  are  not  yet  covered,  and  with  approximately  75  centers,  MEP  will  be 
within  reach  of  all  of  the  smaller  manufacturers  who  require  our  assistance. 

The  Omnibus  Trade  and  Competitiveness  Act  of  1988  which  created  the  Manufac- 
turing Technology  Centers  program  at  NIST  included  a  sunset  provision  that  pro- 
hibited a  continuation  of  NIST  funding  to  the  centers  beyond  the  sixth  year  of  oper- 
ation. The  sunset  was  based  on  the  premise  that  centers  would  achieve  self-suffi- 
ciency through  increased  revenues  generated  by  fees,  royalties,  and  licensing.  The 
premise  was  based  on  the  concept  that  the  purpose  of  the  centers  was  to  transfer 
NIST-created  technology  to  small  firms  and  thus  improve  their  competitiveness. 
However,  it  was  recognized  very  early  in  the  program  that  NIST  technology,  for  the 
most  part,  was  several  generations  ahead  of  the  technologies  employed  by  smaller 
firms.  To  succeed,  small  firms  would  need  to  evolve  their  technology  base  in  the  di- 
rection of  NIST-like  technology  but  in  a  more  rational,  incremental,  and  non-revolu- 
tionary fashion.  Hence,  the  program  became  "market-driven"  as  opposed  to  "tech- 
nology-driven." 

Key  barriers  that  prohibit  market  access  to  smaller  firms  focus  particularly  on  the 
high  cost  of  sales  to  private  consultants,  technology  vendors,  and  even  the  capital 
community,  which  because  of  the  size  and  purchasing  scale  of  small  firms  prohibit 
affordable  access.  The  manufacturing  extension  centers  serve  as  a  bridge  in  over- 
coming these  barriers  and  as  an  enabler  to  the  private  service  providers.  As  such, 
full  cost  recovery  of  manufacturing  extension  services  is  not  achievable.  The  Admin- 
istration's current  position  is  that  a  funding  scenario  of  one-third  federal,  one-third 
state,  and  one-third  fees  for  services  is  optimal  for  the  most  successful  and  mature 
centers. 

Eliminating  federal  funding  would  not  in  fact  close  many  of  the  more  mature  cen- 
ters. These  centers  would  strive  for  self-sufficiency  by  changing  their  target  cus- 
tomer base.  That  is,  these  centers  would  focus  services  on  only  those  firms  with 
which  the  cost  of  sales  would  be  fully  recoverable.  Centers  would  begin  "creaming" 
only  select  companies.  They  would  not  likely  go  out  of  business  but  rather  change 
their  target  market  to  survive. 


405 


Continuation  of  some  level  of  public  funding  is  needed  to  maintain  the  service 
focus  on  smaller  firms  that  would  otherwise  be  unserved.  However,  NIST  cannot 
continue  funding  centers  beyond  six  years,  without  specific  legislation  allowing  us 
to  do  so. 

Question.  Please  provide  a  funding  summary  of  the  MEP  and  TRP  programs  since 
the  programs'  inception  that  displays  the  following  information  for  each:  (1)  funding 
from  all  Federal  sources  and  (2)  the  number  of  centers  in  operation  each  year  since 
the  program's  inception. 

Answer.  See  attached. 

(Dollars  in  millions] 


TRP  funding 

NIST  funding 

Total  Federal 

Total  No. 
of  centers 

funding 

Fiscal  year 

No.  of 
centers 

Amount 

No.  of 
NIST-origi- 
nated  cen- 
ters 

No.  of 
TRP-origi- 
nated  cen- 
ters 

Amount 

Total 
amount 

1988  

1989  

3 
3 
5 

7 
7 
7 

'6 
2  39 

39 

4.5 
8.8 
12.0 
16.2 
12.2 
23.3 
19.5 
82.5 
79.6 

3 
3 
5 

7 
7 

35 
42 
75 
75 

4.5 

1990  

8.8 

1991 

12.0 

1992 

16.2 

1993 

12.2 

1994  

1995  

28 
36 
15 

35.8 
47.9 
26.0 

59.1 

67.4 

1996  

1997 

321 

36 

108.5 
79.6 

1  Northeast  MTC  (New  York)  failed  in  fiscal  year  1995. 

2  Includes  18  new  centers  funded  with  NIST  fiscal  year  1995  carryover. 

3  Includes  rollover  of  one  TRP  center  with  NIST  fiscal  year  1995  carryover. 

Note.— TRP  spending  excludes  $38.4  million  for  TRP  "projects"  as  opposed  to  centers. 
CONSTRUCTION 

Question.  To  whom,  for  what  purpose,  and  under  what  authorities  did  NIST  obli- 
gate more  than  $50  million  for  maintenance  and  construction  in  September  1995? 
How  do  you  explain  your  decision  in  the  last  week  of  the  fiscal  year  to  obligate 
roughly  $30  million  more  for  construction  than  you  had  estimated  to  the  Committee 
as  late  as  August  1995? 

Answer.  NIST  obligations  took  place  under  our  appropriation  and  apportionment 
authority.  It  was  essential  for  the  continuity  of  the  program  to  forward  fund  the  ar- 
chitect/engineer (A/E)  services  and  the  construction  management  (CM)  contracts  to 
cover  the  core  contract  staff  that  are  on  board,  the  construction  management  tasks 
that  will  be  required  in  association  with  the  Advanced  Chemical  Sciences  Labora- 
tory (ACSL)  construction,  and  the  additional  design  and/or  redesign  tasks  that  will 
be  required  for  the  pending  construction  projects.  The  following  is  a  summary  of 
CIFP  obligations  during  the  month  of  September  1995,  with  emphasis  on  the  for- 
ward-funding of  the  CM  and  A/E  Indefinite  Delivery,  Indefinite  Quantity  (IDIQ) 
contracts: 

On  September  19,  1995,  $9,900,000  was  obligated  to  forward  fund  the  existing 
IDIQ  contract  for  construction  management  services.  This  obligation  ensures  con- 
tinuity and  is  critical  to  the  success  of  CIFP  programs.  The  following  delivery  orders 
were  pending  at  the  time  of  this  obligation: 

— DO#18— CM  services,  Gaithersburg  ATL  Construction,  $3  to  $5  million  (est). 

— DO#19— CM  services,  ACSL  Construction;  $4,053,521  (awarded  3/12/96). 

— DO#20— Fiscal  year  1996  CM  Core  Team  Services,  $1,211,394  (award  pending). 

Requests  for  Proposals  for  each  of  these  delivery  orders  were  issued  August  24, 
1995.  The  final  cost  for  delivery  order  #18  will  depend  upon  the  number  of  construc- 
tion phases  for  the  Gaithersburg  ATL.  Other  tasks  planned  for  award  at  the  close 
of  fiscal  year  1995  included  construction-phase  testing  services  for  the  ACSL,  and 
ATL  Laboratory  Mock-Up  construction  services. 

The  following  is  a  list  of  other  CM  obligations  during  the  month  of  September 
1995: 

— DO#6.5— ATL  Design  Phase  Squad  Check  Meetings,  $6,465  (awarded  9/13/95). 

— DO#11.6— Temp.  Control  Research— Change  Order,  $19,432  (awarded  9/13/95). 
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— DO#15.3— ATL  Lab  Mock  Up  Const.— extension,  $200,000  (awarded  9/19/95). 

On  September  19,  1995,  $40,750,000  was  obligated  to  forward  fund  the  existing 
IDIQ  contract  for  Architect/Engineer  (A/E)  services.  At  the  time  this  obligation  took 
place,  the  Administration  was  still  negotiating  Commerce's  budget.  NIST  proceeded 
with  its  program  priorities  in  support  of  existing  Administration  strategy  and  within 
the  limits  of  enacted  appropriation.  This  obligation  was  required  for  additional  Post 
Construction  Award  Services  (PCAS),  fit  out,  and  design  changes  required  for  phase 
construction  and  to  ensure  timely  and  efficient  performance.  Unless  continuity  of  re- 
quired services  were  assured,  we  would  not  be  able  to  adjust  to  changing  funding 
and  priority  needs.  This  obligation  is  critical  to  the  completion  of  the  CIFP  program 
to  carry  out  pending  and  planned  tasks  for  the  remainder  of  the  program.  Existing 
delivery  orders  for  the  design  and  construction  phase  A/E  services  for  the 
Gaithersburg  and  Boulder  ATL's  (DO#'s  18  and  19  awarded  12/6/93),  and  the  Boul- 
der Central  Utility  Plant  (DO#  20  awarded  12/6/93)  were  in  progress  during  fiscal 
year  1995.  Each  of  these  delivery  orders  contains  a  negotiated  option  for  Post  Con- 
struction Award  Services  (PCAS)  to  cover  A/E  involvement  during  the  construction 
phase  of  each  project  designed  by  the  A/E.  Depending  on  the  date  these  services  are 
awarded,  and  the  number  of  construction  phases  chosen  for  each  project,  these  tasks 
will  need  to  be  re-negotiated  to  account  for  escalation  and  phasing.  The  value  of 
these  services  is  estimated  at  $4  to  $7  million.  If  these  projects  are  phased,  an  addi- 
tional 2  to  3  percent  (totaling  $4.5  to  $7  million)  of  the  estimated  construction  costs 
will  be  needed  for  redesign  work.  PCAS  services  will  increase  by  approximately  15 
percent  over  the  original  PCAS  amount  with  each  additional  construction  phase. 

Architectural  and  engineering  services,  consisting  of  detailed  programming,  build- 
ing fit-out,  move  planning,  and  communications  system  design  are  required  for  the 
Advanced  Chemical  Sciences  Laboratory  project.  These  services  are  critical  to  the 
occupancy  and  use  of  this  new  building.  Since  this  building  is  currently  under  con- 
struction, it  is  mandatory  that  they  be  completed.  Timing  for  the  completion  of  these 
services  must  be  coordinated  with  building  completion  in  order  to  ensure  that  the 
building  does  not  sit  idle  once  construction  is  completed.  Similar  services  are  re- 
quired for  the  Gaithersburg  and  Boulder  Advanced  Technology  Laboratories.  Award 
of  a  contract  for  the  construction  of  the  Gaithersburg  ATL  was  anticipated  for  early 
fiscal  year  1996. 

Other  planned  construction  work  included  in  the  CIFP  program  includes  renova- 
tions of  up  to  55,750  gsm  (600,000  gsf)  of  existing  General  Purpose  Laboratories  in 
Gaithersburg,  and  up  to  21,000  gsm  (225,000  gsf)  of  existing  laboratory  space  in 
Boulder.  Design,  engineering  services,  studies,  programming,  and  post  construction 
award  services  will  account  for  up  to  $30  million  in  A/E  fees.  A/E  services  associated 
with  the  Building  222  renovations  should  be  started  in  fiscal  year  1996  to  coordinate 
with  the  occupancy  of  the  ACSL  and  the  Gaithersburg  ATL.  This  will  avoid  having 
Building  222  sit  idle  while  a  design  is  being  completed.  The  A/E  fee  for  design  and 
engineering  services  for  the  Building  222  renovation  is  estimated  at  $5  to  $7  mil- 
lion. The  contract  for  A/E  services  associated  with  the  renovation  of  Buildings  220 
and  221  should  also  be  coordinated  with  the  occupancy  of  the  Gaithersburg  ATL  and 
Building  222.  Start  dates  for  these  renovations  is  dependant  on  the  ATL  start  Jate 
and  the  number  of  construction  phases  for  the  ATL  project.  Design  of  the  Boulder 
renovation  projects  is  dependant  upon  the  CIFP  budget,  the  completion  of  the  Boul- 
der ATL,  and  the  completion  of  the  Boulder  Central  Utility  Plant  construction. 

The  only  other  A/E  obligation  during  the  month  of  September  1995  was  DO#11.2 
awarded  on  9/18/95,  for  the  vibration  isolation  research  project  which  revised  the 
raised  floor  design,  costing  $12,201. 

Question.  The  fiscal  year  1997  budget  requests  $105  million  for  NIST  construc- 
tion. $80  million  for  the  first  phase  of  the  Advanced  Technology  Laboratory  (ATL). 
$15  million  for  maintenance  and  safety  upgrades,  and  $10  million  for  construction 
management.  What  is  the  cost  of  the  Gaithersburg  ATL  under  the  Administration's 
new  phased  construction  plan?  Why  is  phased  construction  so  much  more  expensive 
than  paying  the  full  cost  of  construction  up  front? 

Answer.  The  additional  costs  of  phasing  the  Gaithersburg  ATL  is  estimated  to  be 
between  $20  million  to  $60  million  depending  on  the  number  of  phases  the  yearly 
funding  levels  dictate.  If  built  in  two  phases  the  additional  costs  will  be  approxi- 
mately $20  million.  If  yearly  funding  is  at  a  level  that  requires  four  phases,  the  ad- 
ditional costs  could  be  as  high  as  $60  million.  Attachment  I  lists  the  reasons  phas- 
ing construction  of  a  building  is  so  much  more  expensive.  Attachment  I  lists  the  rea- 
sons phasing  construction  of  a  building  is  so  much  more  expensive. 
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ATTACHMENT  I.— EXTRA  COSTS  RESULTING  FROM  MULTIPLE  ATL  PHASES/CONTRACTS  VS. 
A  SINGLE  PHASE/CONTRACT 

Economies  of  Scale 

Increased  supervision  per  unit  of  installed  permanent  construction  (because  of 
multiple  contracts),  including  greater  number  of  inspectors,  contract  administrators, 
and  general  project  management.  For  example,  each  separate  contract  will  require 
a  separate  payment  schedule,  whereas  a  single  contractor  would  have  a  single  inte- 
grated schedule.  This  greatly  increases  the  workload  pertaining  to  pricing,  applica- 
tions for  payment  and  change  order  processing. 

Larger  project  organization  because  of  duplication  of  functions  that  have  to  be  re- 
peated for  each  phase/contract. 

Increased  number  of  contractor  mobilizations,  because  of  multiple  contracts. 

In  addition  to  increased  mobilizations,  several  construction-related  activities  will 
have  to  be  repeated,  such  as  temporary  ramps  into  the  excavations,  temporary  ero- 
sion control  measures,  temporary  electrical  systems,  etc. 

More  permit  activities  for  government,  because  each  increment  (phase)  would 
have  to  have  separate  permits. 

More  permitting  activities  for  construction  contractors,  because  each  contract 
would  have  to  be  permitted  separately. 

Higher  cost  for  temporary  construction  facilities,  because  each  separate  contractor 
would  have  to  have  his  own  separate  field  office,  telephone  system,  temporary  elec- 
trical system,  temporary  fencing,  storage  facilities,  etc. 

Higher  cost  for  architectural  and  engineering  services  during  construction  for 
postcontract-award  services  (PCAS).  For  example,  each  of  the  multiple  contractors 
would  have  to  provide  separate  technical  submittals  for  review  by  the  architects  and 
engineers. 

Higher  cost  for  management  services  during  construction  because,  for  example, 
each  of  the  multiple  contractors  would  have  to  provide  separate  time  schedules  for 
review  by  the  government's  management  team  and  all  of  the  schedules  would  have 
to  be  inter-coordinated  by  the  government,  whereas  a  project  with  a  single  contrac- 
tor would  not  involve  any  such  work. 

Higher  cost  would  result  from  the  fact  that  larger  equipment  (e.g.  large  tower 
cranes)  would  no  longer  be  economically  viable  because  of"  repeated  set-ups  and  dis- 
mantlement requiring  each  of  the  multiple  contractors  to  provide  his  own  smaller 
crane  that  would  perform  each  task  less  efficiently. 

Higher  cost  for  construction  contractor  supervision,  because  each  separate  con- 
tractor would  have  to  have  his  own  superintendent,  field  engineers,  quality  control 
personnel,  security  personnel,  survey  crew,  etc. 

Each  general  contractor  will  have  to  obtain  separate  bonds  and  insurances.  This 
is  more  expensive  than  a  single  source  and  causes  extra  costs  for  subcontractors  be- 
cause there  will  now  be  separate  electrical  subcontractors,  plumbers,  etc.  each  of 
which  must  obtain  separate  bonds  and  insurances. 

More  phases  cause  missed  opportunities  to  enjoy  significant  volume  pricing  dis- 
counts resulting  from  purchasing  the  entire  project  inventory  at  one  time.  This  ap- 
plies to  virtually  every  item  of  construction  material  and  equipment,  including  con- 
crete, structural  steel,  flooring,  ceiling  materials,  lab  casework,  heating  and  ventilat- 
ing equipment  and  electrical  items  such  as  light  fixtures,  etc. 

Learning  Curve 

Multiple  contractors  equal  multiple  learning  curves.  Each  contractor  would  have 
to  separately  gain  familiarity  regarding  the  project  drawings,  specifications,  proce- 
dures, and  other  project-specific  requirements.  This  is  inefficient. 

The  government's  management  team  will  go  through  a  learning  curve  with  each 
separate  contractor,  becoming  familiar  with  the  peculiarities  of  each  contractor  orga- 
nization and  its  personnel. 

Logistics 

Interface  points  between  different  contractors  create  an  inefficient  start/stop  type 
of  construction.  For  example,  an  underground  pipe  may  have  to  be  temporarily 
capped  by  one  contractor  and  buried.  The  cap  would  be  later  reexcavated,  the  cap 
removed  and  the  utility  completed  by  a  second  contractor.  This  process  is  less  effi- 
cient than  one  contractor  performing  all  of  the  work  in  a  single  continuous  oper- 
ation. 

In  the  event  the  construction  of  the  ATL  is  phased,  there  would  be  higher  costs 
resulting  from  construction  restrictions  after  the  occupancy  by  researchers  of  the 
first  phase.  This  would  result,  for  example,  because  the  contractors  of  later  phases 
could  not  create  noise  and  vibration  (a  normal  part  of  the  construction  process). 
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Contractors  would  have  to  use  smaller  equipment,  in  smaller  increments  and  on  an 
unusual  time  table,  in  order  to  coordinate  with  research  adjacent  to  the  construction 
areas. 

Increased  potential  for  conflict.  For  example,  the  second  contractor  in  the  fore- 
going utility  example  might  not  find  the  termination  point  for  utilities  in  the  ex- 
pected location.  This  creates  wasted  effort  and  increased  possibility  of  damage  to 
buried  utility  work. 

The  fact  that  phased  project  work  is  not  accomplished  in  a  single  continuous  oper- 
ation causes  the  project  as  a  whole  to  take  significantly  longer  to  construct  and  oc- 
cupy. This  adds  management  costs  for  both  the  contractors  and  the  government. 

Re-Design 

The  drawings  and  specifications  will  have  to  increase  in  complexity,  in  order  to 
clearly  delineate  the  individual  scopes  of  work  for  each  of  the  respective  contractors. 
This  will  increase  the  work  performed  by  the  project  design  team. 

The  portions  of  the  project  where  the  scope  of  the  contractors  would  interface  have 
to  be  re-engineered.  For  example,  the  point  at  which  a  contractor  must  stop  an  elec- 
trical service  must  be  designed  and  detailed  such  that  the  first  contractor  will  con- 
figure the  end  point  of  the  utility  in  a  manner  that  the  second  contractor  can  readily 
connect  to  and  continue  the  work. 

The  longer  it  takes  to  build  the  project,  the  more  likely  technology  changes  will 
occur,  resulting  in  re-design  of  the  project  and  increased  costs  for  the  new  design 
work  as  well  as  the  change  orders  to  the  contractors. 

Technical  /  Contracts 

The  complex  process  of  preparing,  bidding,  coordinating  and  administering  mul- 
tiple contracts  would  be  created,  whereas  a  single  construction  contract  for  the  en- 
tire project  would  not  call  for  any  such  work. 

Multiple  construction  contracts  create  long-term  costs  and  complexity  for  the  gov- 
ernment during  the  operation  of  the  constructed  facility,  because  of  the  confusion 
regarding  the  responsibility  for  selecting  the  appropriate  contractor  or  contractors 
for  warranty  work. 

Extra  complexity  is  added  to  the  project  for  allocation  of  responsibility  for  contrac- 
tor responsibility  for  damage  caused  to  new  or  existing  construction.  When  there  is 
only  one  contractor  on  site,  there  is  only  one  party  who  can  be  held  accountable  for 
such  items. 

Time — Increased  Management  Costs 

The  foregoing  items  will  result  in  a  longer  period  of  managing  the  design  and  con- 
struction of  the  project.  This  will  result  in  increased  management  costs  as  a  result 
of  an  extended  duration,  in  addition  to  the  increased  management  costs  resulting 
from  the  larger  management  team  needed  for  management  and  coordination  of  mul- 
tiple construction  contracts. 

Time — Escalation 

The  additional  time  added  to  the  project  schedule  by  the  combination  of  the  above 
points  will  result  in  cost  escalation,  to  inflation.  This  cannot  be  recovered  through 
acceleration  of  the  process,  because  acceleration  generally  results  in  higher  costs 
overall. 

Reduced  CIFP  Program  Scope 

Renovation  of  Building  222  and  other  renovations  dependent  on  the  availability 
of  the  ATL  space  will  be  delayed. 

The  above  items  will  add  between  15  percent  and  25  percent  to  the  cost  of  the 
project,  per  phase.  For  example,  four  phases  will  add  at  least  45  percent  to  the 
project  cost  (3  x  15  percent). 

TECHNOLOGY  ADMINISTRATION 

Question.  The  Technology  Administration  within  the  Commerce  Department  is  a 
relatively  new  entity.  How  is  its  function  distinct  from  that  of  the  White  House  Of- 
fice of  Technology  Policy? 

Answer.  By  legislation  in  1988,  the  Technology  Administration  was  created  by 
combining  under  an  Under  Secretary  for  Technology  three  existing  agencies:  the  Na- 
tional Bureau  of  Standards  (renamed  NIST)  which  was  created  in  1909,  the  Na- 
tional Technical  Information  Service  which  was  created  in  1945,  and  the  Office  of 
Technology  Policy,  which  was  created  by  President  Reagan  in  1980. 

The  White  House  Office  of  Science  and  Technology  Policy  is  part  of  the  Executive 
Office  of  the  President  and  is  led  by  the  President's  Science  Advisor.  Its  function 
is  to  advise  the  President  on  the  scientific,  engineering  and  technological  aspects  of 
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a  wide  range  of  issues  that  span  virtually  all  of  government  from  national  security 
and  space  issues,  to  biomedical  and  environmental  concerns,  from  the  health  of  our 
university  research  system  to  the  health  of  science  and  math  education  to  scientific 
and  technical  issues  involved  in  international  relations.  OSTP  also  assists  the  Presi- 
dent in  broad  coordination  of  research  and  development  programs  in  the  Federal 
government,  including  working  with  OMB  on  funding  issues. 

OSTP  deals  with  a  broad  range  of  issues  and  external  grants,  contracts  and  stud- 
ies, in  more  in-depth,  sector  and  country  specific  analysis  and  advocacy. 

The  Office  of  Technology  Policy  in  Commerce  is  the  industrial  competitiveness  and 
technology  assessment,  analysis,  and  advocacy  arm  of  the  Under  Secretary  for  Tech- 
nology and  the  Department  of  Commerce.  It  performs  important  functions  aimed  at 
strengthening  our  national  industrial  innovation  system  that  are  not  carried  out 
elsewhere  in  government:  it  monitors  and  assesses  what  other  nations  are  doing  to 
strengthen  their  industrial  competitiveness;  it  works  with  our  domestic  industry  to 
assess,  sector  by  sector,  the  barriers  faced  to  innovation  and  competitiveness;  and 
it  translates  those  assessments  into  policy  options  for  the  Secretary  of  Commerce, 
other  Departmental  agencies,  the  Civilian  Industrial  Technology  Committee  of  the 
NSTC,  and  potential  partners  in  industry,  academia,  and  the  states.  The  Commerce 
OTP  also  manages  several  important  programs,  such  as  the  National  Medal  of  Tech- 
nology, and  the  Secretariat  for  the  U.S.-Israel  Science  and  Technology  Commission. 

The  Commerce  Department's  Office  of  Technology  Policy  provides  valuable  inputs 
to  the  White  House  OSTP  to  help  it  carry  out  its  duties;  the  work  of  our  two  offices 
is  complementary,  but  not  duplicative. 

Some  more  specific  examples  of  the  work  of  the  Office  of  Technology  Policy  show 
its  contribution  to  the  American  economy: 

OTP  advocacy  on  behalf  of  the  U.S.  pharmaceutical  industry  was  instrumental  in 
the  National  Institutes  of  Health  decision  in  April  1995  to  drop  the  "reasonable  pric- 
ing" clause  from  its  cooperative  rest-arch  and  development  agreements.  This  provi- 
sion was  viewed  by  the  pharmaceutical  industry  as  a  significant  barrier  to  partner- 
ship with  NIH. 

OTP  serves  as  a  forceful  advocate  for  reinventing  our  environmental  regulatory 
system.  In  dozens  of  meetings  with  industry,  the  EPA,  and  other  administration  of- 
ficials during  the  past  two  years,  US/OTP  has  advocated  moving  away  from  the  cur- 
rent "command  and  control"  approach  towards  an  incentive-based  system  in  which 
government  sets  the  performance  standards  and  allows  industry  to  determine  how 
best  to  achieve  them. 

OTP's  advocacy  is  helping  alleviate  restrictions  on  the  export  of  pharmaceuticals 
and  other  medical  products  that  were  encouraging  U.S.  companies  to  move  their 
manufacturing  and  R&D  operations  overseas.  As  a  result  of  US/OTP's  advocacy, 
FDA  announced  in  April  1995  that  it  would  work  with  Congress  to  pass  legislation 
allowing  the  export  of  pharmaceuticals  and  medical  devices  to  many  industrialized 
countries  without  prior  FDA  approval.  Legislation  accomplishing  this  objective  was 
recently  passed  by  Congress  and  signed  into  law  by  the  President. 

OTP  has  worked  with  the  U.S.  biotechnology  industry  to  develop  an  "agenda  for 
action"  outlining  appropriate  government  and  industry  actions  to  support  the  com- 
petitiveness of  our  biotechnology  industry.  Areas  of  importance  to  the  industry  in- 
cluded issues  regarding  the  awarding  of  patents,  language  used  in  CRADA's  with 
federal  labs,  FDA  reforms,  and  several  tax-related  matters. 

Fostering  Government- Industry  Partnerships 

OTPs  "Effective  Partnering"  report  has  identified  the  strengths  of  several  public- 
private  technology  development  programs  and  recommended  improvements  to  en- 
hance their  effectiveness.  This  report  provides  input  for  strengthening  ties  between 
the  Federal  Government  and  the  states.  It  also  provides  a  practical  blueprint  to  help 
Federal  agencies  improve  the  way  they  work  with  industry;  recommendations  in- 
clude: streamlining  processes,  establishing  more  flexible  partnership  agreements,  re- 
ducing paperwork  requirements,  and  establishing  umbrella  agreements. 

Through  its  Partnerships  for  a  Competitive  Economy  (PACE)  initiative,  OTP  has 
pursued  a  dialogue  with  technology  business  leaders,  state  and  local  governments 
and  academia  to  develop  a  set  of  national  policies  to  promote  U.S.  industry's  techno- 
logical competitiveness.  The  PACE  dialogue  has  provided  vital  information  enabling 
OTP  to  be  an  effective  advocate  for  innovation  within  the  Federal  Government.  In 
fiscal  year  1996,  the  Under  Secretary's  Office  and  OTP  have  conducted  a  dialogue 
with  leaders  from  industry,  the  National  Governors  Association,  the  National  Asso- 
ciation of  State  Development  Agencies,  state  and  local  governments,  and  univer- 
sities to  discuss  ways  to  encourage  the  development  and  commercialization  of  new 
technologies. 
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Sectoral  Analysis 

OTP  is  working  in  partnership  with  the  private  sector  to  prepare  competitive  as- 
sessments of  key  industry  sectors  under  its  "Meeting  the  Challenge"  initiative.  More 
than  fifty  of  the  nation's  leading  experts  on  competitiveness  have  worked  on  this 
initiative  at  little  or  no  cost  to  the  taxpayer.  This  initiative  has  served  as  a  catalyst 
to  bring  industry  groups  together  to  develop  technology  strategies  and  policy  agen- 
das for  their  industries.  The  report  on  the  chemical  industry,  the  first  to  be  pub- 
lished under  this  initiative,  received  high  marks  from  industry.  Additional  reports 
including  the  biotechnology,  steel,  and  automotive  industries  are  currently  being 
prepared. 

International  S&T 

OTP  has  worked  with  the  State  Department  to  ensure  that  U.S.  firms  receive  re- 
ciprocal access  to  the  science  and  technology  activities  of  other  nations.  Before  OTP 
became  involved,  foreign  S&T  agreements  were  entered  into  by  the  United  States 
with  less  regard  to  protection  of  commercially  valuable  American  technology. 

Working  in  partnership  with  U.S.  industry,  OTP  negotiated  a  framework  for  a 
unique  international  collaborative  research  and  development  initiative  in  advanced 
manufacturing.  The  Intelligent  Manufacturing  Systems  collaboration  involves  indus- 
try, academia,  and  government  participation  from  more  than  20  countries  including 
the  United  States,  Japan,  Australia,  Canada  and  nations  of  the  European  Union 
and  the  European  Free  Trade  Association.  The  IMS  Partnership  established  an  in- 
tellectual property  rights  framework  that  provides  countries  and  individual  enter- 
prises with  an  assurance  of  equitable  sharing  of  intellectual  property  derived  from 
or  brought  into  joint  ventures.  The  first  phase  of  IMS,  a  two-year  feasibility  study 
completed  in  February  1994,  was  found  to  be  an  unqualified  success  by  the  Inter- 
national Steering  Committee  that  oversaw  the  test  case  R&D  consortia.  The  second 
phase,  a  10-year  full  scale  partnership  for  joint  R&D  in  advanced  manufacturing, 
commenced  in  April  1995.  It  is  hoped  that  IMS  will  serve  as  a  model  for  other  inter- 
national R&D  cooperative  efforts. 

OTP  monitors  foreign  science  and  technology  activities  to  provide  American  firms 
with  information  about  their  global  competition  and  to  support  Federal  policy  analy- 
sis and  formulation.  International  Science  and  Technology:  Emerging  Trends  in 
Government  Policies  and  Expenditures  provides  an  overview  of  the  science  and  tech- 
nology policies  and  programs  of  America's  key  trading  partners  and  emerging  na- 
tions, including:  Japan,  Germany,  Canada,  the  United  Kingdom,  France,  the  Euro- 
pean Union,  China,  Korea,  Indonesia,  Malaysia,  Thailand  and  Taiwan.  OTP's 
"Globalizing  Industrial  Research  and  Development"  report  analyzes  the  performance 
of  global  R&D — by  foreign  firms  in  the  United  States,  and  by  American  companies 
abroad — and  identifies  essential  issues  facing  business  leaders  and  government  pol- 
icy makers. 

As  the  U.S.  Secretariat  for  the  U.S. -Israel  Science  and  Technology  Commission 
(USISTC),  the  Under  Secretary  for  Technology  has  worked  to  promote  collaborative 
science  and  technology  activities  between  interested  parties  of  both  nations.  In  1995, 
the  Commission  conducted  two  competitions  to  award  $25  million  in  funds.  Six  joint 
venture  projects  were  selected:  New  Generation  Cameras;  Solar  Thermal  Electrical 
Generation  Project;  Aquaculture;  Reality  2000 — Advanced  Ultrasound  System; 
Pulsed  Electron  Beam  (PEB)  Joining  for  Ceramic  to  Metal  Attachment  for  Engine 
Components;  and  Sea  Water  Desalination  Project. 

OTP  is  also  working  through  the  U.S.-Israel  Science  and  Technology  Commission 
to  harmonize  U.S.  and  Israeli  regulation  of  medical  devices,  drugs  and  biologies  to 
the  mutual  benefit  of  both  nations.  Two  courses  in  Israel  on  Good  Clinical  Practices 
conducted  in  September  1995  have  helped  foster  reciprocal  exchange  of  inspection 
information  that  is  expected  to  lead  to  increased  trade  between  the  nations. 

U.S.-ISRAEL  SCIENCE  AND  TECHNOLOGY  COMMISSION 

Question.  Last  year,  despite  bipartisan  support  for  the  U.S.-Israel  Science  and 
Technology  Commission,  we  had  trouble  reaching  agreement  on  an  offset  from  with- 
in the  Commerce  Department  to  fund  our  continued  participation  in  this  worthwhile 
endeavor.  The  conference  report  to  accompany  H.R.  3019  states,  'The  conferees  ex- 
pect the  Commerce  Department  to  provide  its  commitment  of  $2,500,000  for  this 
program  in  fiscal  year  1996  from  within  available  resources,  subject  to  the  standard 
transfer  and  reprogramming  procedures  *  *  *."  What  is  the  Status  of  that  re- 
programming? 

Answer.  The  reprogramming  is  currently  under  review  within  the  Administration 
and  will  be  sent  to  Congress  as  soon  as  possible. 
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Questions  Submitted  by  Senator  Ernest  F.  Hollings 

ADVANCED  TECHNOLOGY  PROGRAM 

Question.  Dr.  Good  and  Dr.  Prabhakar,  your  budget  requests  $345  million  for  the 
Advanced  Technology  Program  (ATP).  That  is  $124  million  above  the  level  provided 
in  the  Omnibus  Appropriations  bill  for  fiscal  year  1996,  but  still  far  below  the  level 
provided  for  ATP  just  two  years  ago. 

This  year  there  is  suddenly  a  concern  about  stagnating  wages  and  frustration  over 
what  government  can  do  to  help  foster  high-paying  high-tech  jobs.  Isn't  that  exactly 
where  the  ATP  comes  in? 

Answer.  Yes,  the  ATP  is  expected  to  foster  high-paying  high-tech  jobs  and  some 
of  the  more  than  250  research  projects  now  underway  are  beginning  to  bear  fruit. 
The  U.S.  is  dependent  on  technological  innovation  to  spawn  new  industries  and  in- 
crease manufacturing  productivity  in  order  to  maintain  leadership  in  the  world 
economy.  Many  countries  are  competing  in  the  use  of  technology  as  an  economic 
weapon  to  capture  larger  shares  in  global  markets.  Economists  are  widely  in  agree- 
ment that  technological  change  accounts  for  more  than  one-half  of  the  typical  indus- 
trial nation's  long-term  economic  growth.  For  this  reason,  most  industrial  nations 
are  increasing  investment  in  their  technological  infrastructure.  Low-technology 
manufacturing  tends  to  be  subject  to  intense  import  competition  and  associated  with 
lower  wages  and  slower  growth,  that  eventually  leads  a  nation  into  decline.  The 
ATP  is  strengthening  the  U.S.  technology  base  by  encouraging  private  industry  to 
undertake  research  in  high-risk,  enabling  technologies  which  promise  broad  eco- 
nomic benefits  for  the  nation,  including  high-wage  jobs.  A  recent  third  party  survey 
of  ATP  award  recipients  (Silber  Survey)  revealed  that  56  percent  of  companies  re- 
ceiving awards  indicated  that  they  had  created  new  jobs  of  which  28  percent  indi- 
cated that  they  had  retained  jobs  that  otherwise  would  have  been  lost.  The  bene- 
ficial impact  on  jobs  is  expected  to  expand  greatly  as  ATP-funded  projects  move  out 
of  the  early  R&D  phase  and  into  the  post-project  production  and  distribution  phases. 

Question.  Just  as  the  DOD  contracts  with  companies  to  provide  technologies  need- 
ed for  military  security,  the  ATP  contracts  with  companies  to  provide  technologies 
needed  for  long-term  economic  security.  Why  is  it  important  for  government  to  sup- 
port these  civilian  technologies?  Won't  the  private  sector  do  this  on  its  own? 

Answer.  First,  note  that  there  is  an  important  distinction  between  DOD  contracts 
with  companies  to  provide  military  security  and  the  cooperative  agreements  the 
ATP  uses  to  encourage  companies  to  develop  the  civilian  technologies  needed  for  the 
country's  future  economic  well-being.  The  ATP  forms  cost-sharing  partnerships  with 
companies  and  joint  ventures  to  encourage  them  to  develop  high-risk,  enabling  tech- 
nologies that  they  would  otherwise  not  do  at  all  or  not  in  the  necessary  time  frame 
for  global  competitiveness.  Unlike  the  DOD,  the  ATP  is  not  the  customer  for  the 
developed  civilian  technology;  rather,  other  businesses  and  consumers  are  the  pri- 
mary customers. 

Numerous  studies  have  indicated  that  investments  in  technology  development 
yield  very  high  rates  of  return  for  the  nation,  in  comparison  with  other  forms  of  in- 
vestment. And  the  returns  to  the  nation  as  a  whole  tend  to  be  much  greater  than 
the  returns  to  the  innovating  firms;  i.e.,  there  tends  to  be  significant  spillover  bene- 
fits from  advanced  technology  that  extend  beyond  the  innovating  firm.  But  where 
the  spillover  benefits  are  high,  and  particularly  when  the  innovator's  return  is  low 
relative  to  the  social  rate  of  return,  private  companies  tend — without  government's 
support — to  underinvest  in  technology.  It  is  important  that  the  government  support 
the  development  of  high-risk,  enabling  civilian  technologies  to  leverage  the  rates  of 
return  from  private-sector  investment,  and  ensure  that  the  economic  life's  blood  of 
the  nation  is  strong.  Several  surveys  of  award  recipients  have  concluded  that  most 
of  the  ATP-funded  technology  development  projects  either  would  not  have  been  done 
at  all  without  the  ATP,  or  would  have  had  their  goals  and  level  of  effort  substan- 
tially scaled  back  and  would  have  proceeded  at  a  significantly  slower  pace. 

Question.  ATP  has  received  criticism  because  it  supports  projects  run  by  large 
companies  as  well  as  small  companies.  Why  does  the  program  contract  with  large 
as  well  as  small  firms?  How  do  you  respond  to  those  who  say  that  the  government 
should  not  fund  research  at  companies  that  are  making  record  profits? 

Answer.  Rather  than  focusing  on  company  size,  the  ATP  focuses  on  fostering  the 
development  of  technologies  that  offer  high  economic  potential  for  the  nation  and 
are  unlikely  to  be  done  with  the  same  challenging  goals,  level  of  effort  and  speed — 
or  not  at  all — without  the  ATP.  In  our  economy  companies  of  all  sizes  play  an  im- 
portant role  in  developing  important  technologies  of  the  future  whose  benefits  will 
extend  well  beyond  the  innovators.  The  ATP  uses  its  funding  to  encourage  compa- 
nies— small,  medium,  and  large — to  take  on  greater  technical  challenges  with  larger 
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and  broader  payoff  potential  for  the  nation  than  they  could  or  would  do  alone,  and 
to  accelerate  the  technology  development.  The  funded  companies  are  in  a  real  sense 
"agents"  of  the  ATP,  encouraged  to  carry  out  research  projects  of  national  benefit, 
as  they  seek  a  return  for  their  owners.  Companies  of  every  conceivable  size  and 
shape  have  come  forward  to  participate  in  the  ATP  since  its  first  competition  in 
1990;  often  partnering,  small  and  large,  in  joint  ventures;  their  specific  arrange- 
ments highly  variable  from  project  to  project.  Small  companies  have  fared  extremely 
well  in  the  ATP  from  the  outset,  and  they  continue  to  thrive.  Larger  companies  have 
sometimes  foregone  the  funding;  sometimes  they  make  a  convincing  case  that  they 
need  funding  to  accomplish  the  broader  technology  development  goals.  Large  compa- 
nies find  the  ATP  an  important  vehicle  for  getting  ambitious,  longer-term  research 
off  the  ground,  often  emphasizing  the  difficulty  in  overcoming  the  short-term  focus 
of  their  companies;  the  increasing  difficulty  of  gaining  support  for  longer-term  re- 
search; the  difficulty  of  being  able  to  hold  together  a  world-class  group  of  research- 
ers to  accomplish  a  major  technological  development  project — particularly  where  the 
benefits  of  the  research  will  extend  to  others;  and,  frequently,  the  need  for  funding 
to  bring  into  alliance  small-company  suppliers,  universities,  user  groups,  and  other 
critical  members  of  the  technology  development  team.  Just  because  a  company  is 
profitable  doesn't  mean  that  it  can  go  it  alone  with  speed  when  it  comes  to  under- 
taking highly  challenging,  complex  technology  development  projects  with  large  spill- 
over benefits. 

Question.  Can  you  provide  the  Subcommittee  with  some  examples  of  ATP  awards 
that  have  real  potential  to  stimulate  new  industries  and  create  high-tech  jobs? 

Answer.  Examples  of  ATP  awards  that  have  real  potential  to  stimulate  new  in- 
dustries and  create  high-tech  jobs: 

Aastrom  Biosciences,  Inc.,  a  small  company  in  Ann  Arbor,  MI,  developed  a  bio- 
reactor  that  provides  the  right  environment  for  bone  marrow  cells  to  produce  human 
blood  cells  as  part  of  a  completed  two-year  project  funded  by  the  ATP.  The  new  tech- 
nology may  provide  improved  therapies  for  patients  with  cancer,  AIDS,  and  genetic 
blood  diseases  currently  treated  with  invasive  and  expensive  bone  marrow  trans- 
plants and  other  newer  forms  of  cell  therapy.  In  the  long  term,  the  company's  proc- 
ess also  may  provide  a  way  to  supplement  the  blood  donor  system.  When  the  com- 
pany received  its  ATP  award  in  1992,  it  had  about  15  employees  and  a  laboratory 
process  developed  at  the  University  of  Michigan  for  growing  human  stem  cells  out- 
side the  body.  Today,  the  company  has  45  employees,  a  prototype  clinical  process 
capable  of  growing  100  times  as  many  stem  cells,  and  a  $20  million  investment  com- 
mitment from  COBE  Laboratories  of  Lakewood,  CO,  to  develop  the  bioreactor  into 
a  commercial  product.  Aastrom  has  received  patents  for  its  bioreactor  system,  the 
first  for  replicating  stem  cells. 

Accuwave,  a  ten-person  start-up  company  in  Santa  Monica,  CA,  which  received 
an  ATP  award  in  1992  is  extending  its  new  technology — using  laser  holography  to 
"write"  very  high-resolution  optical  elements  such  as  filters  in  the  interior  of  crys- 
tals— to  the  rapidly  growing  fiber-optics  telecommunications  industry.  The  work  in- 
volves a  risky  extension  of  the  base  Accuwave  technology  to  new  wavelengths  and 
more  complex,  integrated  structures  via  a  wavelength  division  multiplexing  tech- 
nique. Accuwave  is  already  commercializing  a  series  of  early  spin-off  products  based 
on  the  ATP-sponsored  technology  that  are  designed  for  mass  production  and  for 
compact,  low-cost,  and  rugged  use  in  optical  networks.  The  spin-off  products  derived 
from  this  ATP  project  include  an  optical  network  monitor,  a  wavelength  standard, 
a  wavelength  "locker"  to  allow  tighter  control  of  laser  wavelengths  on  optical  net- 
works, and  an  electronic  wavelength  controller.  The  new  devices  are  small,  not 
much  larger  than  a  matchbox,  and  designed  for  use  on  circuit  boards.  They  replace 
a  benchtop  of  lab  equipment  costing  tens  of  thousands  of  dollars.  Accuwave  is  cur- 
rently selling  these  devices  to  major  telecommunications  companies  worldwide. 

The  Aphios  Corporation,  a  small  minority-owned  company  in  Woburn,  MA,  has  re- 
ceived ATP  grants  for  two  projects.  With  its  first  award,  Aphios  cost-shared  with 
the  ATP  the  R&D  to  develop  an  improved,  cost-effective  method  of  inactivating  vi- 
ruses such  as  HrV  and  Ebola  in  blood  products  without  reducing  their  therapeutic 
efficacy.  Currently,  there  are  no  commercially  available  technologies  for  inactivating 
hardy  protein-encased  viruses  in  biological  products.  Aphios  has  demonstrated  the 
virucidal  efficacy  of  this  breakthrough  technology.  Manufacturers  of  blood  products 
such  as  fresh  frozen  plasma,  immunoglobulins  and  fibrin  glue  are  potential  users 
of  the  technology.  As  of  late  March  this  year,  Aphios  has  been  discussing  collaborat- 
ing with  the  American  Red  Cross  and  health  care  companies  to  utilize  Aphios'  proc- 
ess for  increasing  safety  while  controlling  costs.  This  inactivation  technology  has  a 
potential  impact  of  $20  to  $200  billion  on  the  U.S.  economy.  This  technology  not 
only  promises  to  pay  high  economic  dividends,  but  also  to  reduce  human  suffering 
and  premature  loss  of  life. 
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For  their  second  ATP  award,  Aphios  is  cost-sharing  with  the  ATP  research  on  ma- 
rine microorganisms  from  U.S.  territorial  waters  as  a  new  industrial  source  of  phar- 
maceuticals, specialty  chemicals,  industrial  enzymes,  and  bioremediation  agents. 
Aphios  is  collaborating  with  Bristol-Myers  Squibb,  a  multinational  pharmaceutical 
company,  M.I.T.,  and  Harbor  Branch  Research  Institution,  a  premier  not-for-profit 
marine  research  institution.  This  virtually  untapped  source  of  biodiversity  can  cre- 
ate a  $10  billion  U.S.  industry  after  the  turn  of  the  century. 

Cree  Research  of  Durham,  NC,  won  an  ATP  award  in  April  1992  to  develop  im- 
proved processing  for  growing  large  silicon-carbide  crystals  (SiC),  a  semiconductor 
material  used  for  specialized  optoelectronic  devices  such  as  the  highly  desired  blue 
light-emitting  diodes  (LED's).  The  SiC  market  in  1992  was  limited  largely  by  dif- 
ficulties in  growing  large,  high-quality  single  crystals.  With  the  ATP  support,  Cree 
Research  was  able  to  double  the  wafer  size,  with  significant  improvements  in  the 
quality  of  the  larger  wafers.  As  a  result  of  the  increased  productivity  (larger  wafers) 
and  yield  (better  quality),  Cree  Research's  average  price  on  an  LED  dropped  from 
46  cents  to  18  cents,  and  they  anticipate  halving  that  when  all  production  improve- 
ments from  the  ATP  project  are  implemented  fully.  Increased  quality  and  decreased 
price  have  driven  LED  sales  up  860  percent,  largely  as  a  result  of  the  ATP-funded 
technology.  Company  revenues  have  more  than  doubled.  Since  it  began  work  under 
the  ATP,  Cree  Research  has  grown  from  41  employees  to  140  (not  counting  an  addi- 
tional 25  employees  in  a  new  Russian  subsidiary).  Cree  Research  attributes  this 
growth  in  large  measure  to  the  ATP  project. 

Diamond  Semiconductor  Group  (DSG)  began  as  two  partners  in  a  converted  barn 
in  Gloucester,  MA,  when  it  applied  for  a  an  ATP  grant  in  1992.  Today,  DSG  has 
since  expanded  to  over  fifty  full-time  and  part-time  employees  and  has  become  a 
profitable  company.  As  part  of  its  ATP  project,  DSG  developed  a  new  enabling  tech- 
nology for  a  markedly  improved  ion  implantation  machine  for  semiconductor  manu- 
facture that  is  both  cheaper  and  simpler.  As  semiconductor  wafer  size  is  increased 
to  accommodate  increasingly  complex  integrated  circuits,  such  an  improved  machine 
is  needed  for  achieving  greater  process  control  in  semiconductor  device  fabrication. 
With  the  ATP  award  in  hand,  the  tiny  company  attracted  the  attention  of  Varian 
Associates,  one  of  the  world's  largest  suppliers  of  ion-implantation  equipment.  "We 
spent  a  year  and  a  half  looking  for  funding,  mostly  from  U.S.  companies,"  according 
to  DSG's  President.  He  further  states  that,  "Winning  the  ATP  award  was  absolutely 
critical  to  us  *  *  *  It's  clear  that  without  the  ATP  we  wouldn't  have  secured  domes- 
tic funding  for  this." 

With  Varian  Associates  investing  funds  in  DSG  for  additional  product  develop- 
ment, DSG  was  able  to  build  a  prototype  ion-implant  machine.  As  a  result,  DSG 
and  Varian  Associates  were  able  to  announce,  early  in  1996,  an  "industry  first" — 
successful  ion  implantation  of  a  300  millimeter  wafer  that  offers  two-and-a-half 
times  the  yield  of  a  200  millimeter  substrate,  using  the  new  serial-process,  high-cur- 
rent ion  implanter  technology.  DSG's  founders  emphasize  that,  without  NIST's  ATP, 
they,  and  their  technology,  would  now  likely  be  Japanese-owned. 

Engineering  Animation,  Inc.,  a  small  company  in  Iowa,  is  bringing  modern  com- 
puter design  technology  to  the  study  of  the  human  anatomy  in  their  ATP-funded 
project  by  extending  the  company's  expertise  in  geometric  modeling  and  computer 
simulation  to  a  complete  three-dimensional  geometric  database  of  the  body.  Using 
a  computer-graphics  workstation,  a  database  user  would  be  able  to  display  portions 
of  the  body,  remove  layers  of  tissue  to  reveal  underlying  structures,  display  the  mo- 
tion of  joints,  tendons,  and  surrounding  tissue,  and  "walk  through"  cross-sections 
from  any  viewpoint.  The  computer  modeling  and  visualization  technology  serves  as 
a  powerful  tool  for  medical  education  and  training — surgeons  will  be  able  to  simu- 
late medical  procedures  repeatedly  to  ensure  proficiency. 

According  to  Engineering  Animation's  President  and  CEO,  winning  an  award 
from  the  ATP  was  the  turning  point  for  the  company,  helping  it  grow  from  fewer 
than  20  to  150  full-time  and  part-time  employees  and  double  its  revenues  every  year 
since  receiving  the  award.  "Today  we  are  a  growing  company  adding  high-paying, 
highly  skilled  jobs,"  he  says.  Additionally,  the  company  has  been  able  to  establish 
alliances  as  a  result  of  their  ATP-funded  work  with  Johns  Hopkins  University,  the 
National  Library  of  Medicine,  Hewlett-Packard,  and  Silicon  Graphics.  Engineering 
Animation  attributes  14  percent  of  its  rapidly  growing  business  since  1992  to  the 
core  technology  developed  under  the  ATP. 

Optex  Corporation,  a  small  new  high-technology  firm  in  Rockville,  MD,  completed 
a  prototype  of  a  novel  high-speed,  high-capacity  optical  data  storage  system  based 
on  technology  developed  with  ATP  support  that  concluded  in  December,  1994.  Using 
quantum-electronic  rather  than  thermal  effects,  the  Optex  drive  is  aimed  at  achiev- 
ing much  higher  recording  and  reading  rates  than  conventional  technologies  allow. 
This  improved  performance  will  enable  new  markets  in  digital  video  and  other  infor- 
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mation  technologies.  The  Optex  work  also  resulted  in  a  new  type  of  data  encoding 
allowing  higher  data  densities  in  its  system.  The  ATP  award  allowed  Optex  to  grow 
from  11  people  to  30  over  the  course  of  the  funding.  For  another  ATP-funded  project 
that  began  in  September,  1995,  Optex  researchers  are  working  to  create  new,  inex- 
pensive materials  formulations  and  optical  disk  manufacturing  techniques  based  on 
the  company's  new  Electron  Trapping  Optical  Memory  (ETOM)  high-density  storage 
technology  that  are  expected  to  lead  to  much  less  expensive  systems  and  disks  than 
can  now  be  realized.  The  further  advances  in  ETOM  technology  are  expected  to  lead 
to  applications  that  go  beyond  post-production  video  editing  and  mass  data  storage 
to  a  broader  range  of  mass  market  consumer  video  and  computing  applications,  in- 
cluding next  generation  video  recorders,  personal  computer  systems,  and  adaptive 
video  games. 

Question.  The  recently  passed  Omnibus  Appropriations  Act  allows  new  ATP 
awards  to  move  forward,  but  the  report  notes  that  the  highest  priority  should  be 
meeting  prior-year  commitments  that  come  due  in  fiscal  year  1996.  Of  the  $221  mil- 
lion provided  this  year,  how  much  will  you  use  to  pay  installments  on  existing 
projects  versus  new  ATP  awards? 

Answer. 

Fiscal  year  1996 

Awards  started  with  fiscal  year  1994  and  prior  funds  $158 

Awards  started  with  fiscal  year  1995  funds  140 

Awards  started  with  fiscal  year  1996  funds  : 25 

Admin,  SBIR,  and  lab  support 34 

Total  357 

New  appropriation  221 

Fiscal  year  1995  unobligated  balance  136 

Total  357 

MANUFACTURING  EXTENSION  PARTNERSHIP  PROGRAM 

Question.  We  now  have  60  Manufacturing  Extension  Centers  in  the  country,  and 
by  the  end  of  1996  plan  to  have  75. 

How  many  states  now  have  extension  centers,  and  am  I  right  that  you  soon  plan 
to  have  enough  centers  to  cover  the  entire  nation? 

Answer.  The  Manufacturing  Extension  Partnership  Program  (MEP)  has  60  cen- 
ters in  42  states  and  Puerto  Rico  with  251  field  offices  whose  service  areas  are  with- 
in reach  of  85  percent  of  the  Nation's  381,000  small  manufacturers.  MEP  has  been 
working  with  the  eight  states  whose  manufacturers  are  currently  not  served,  and 
with  those  regions  within  states  where  smaller  manufacturers  are  not  logistically 
within  the  service  areas  of  the  existing  Centers  and  their  field  offices,  to  develop 
proposals  for  the  1996  solicitation.  The  states  not  served  are  Washington,  Oregon, 
Nevada,  Alaska,  Hawaii,  South  Dakota,  Louisiana,  and  Indiana.  In  addition,  some 
areas  of  California,  Illinois,  Mississippi,  Ohio,  and  Pennsylvania  are  still  unserved. 
It  is  our  goal  to  be  within  reach  of  all  of  the  381,000  smaller  manufacturers  who 
require  our  assistance  by  fiscal  year  1997. 

Question.  How  many  of  the  centers  originally  funded  by  DOD  will  "roll  over"  dur- 
ing fiscal  year  1997?  Is  the  additional  money  you  are  requesting  for  fiscal  year  1997 
intended  to  cover  the  costs  of  those  centers? 

Answer.  MEP  has  concluded  the  rollover  review  for  one  TRP  center  (NW  Wiscon- 
sin) and  has  renewed  its  agreement  with  NIST.  Another  20  of  the  35  remaining 
TRP  centers  are  scheduled  for  rollover  review  and,  upon  positive  evaluations,  re- 
newal with  NIST  funding  is  expected  before  the  end  of  fiscal  year  1996.  The  fiscal 
year  1997  increase  of  $24.5  million  for  MEP  is  needed  to  assume  funding  for  the 
remaining  15  TRP  centers  which  will  be  reviewed  and  renewed  in  fiscal  year  1997 
contingent  upon  positive  evaluations. 

Question.  Why  is  it  important  to  help  improve  the  productivity  of  small  and  me- 
dium-sized manufacturers? 

Answer.  Manufacturing  employs  almost  19  million  Americans  representing  more 
than  20  percent  of  the  private  sector  workforce  and  accounting  for  almost  one-fifth 
of  the  U.S.  gross  national  product  over  the  past  40  years.  Small  and  mid-sized  man- 
ufacturers account  for  more  than  half  the  total  value  of  U.S.  production.  They  em- 
ploy nearly  12  million  people,  or  two-thirds  of  all  U.S.  manufacturing  workers. 
These  are  high  skill,  high  wage  jobs,  paying  an  average  89  percent  more  than  the 
average  retail  salary. 
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However,  as  large  manufacturers  increase  their  dependence  on  suppliers  for  parts, 
the  performance  and  capabilities  of  smaller  manufacturers  are  becoming  more  criti- 
cal to  the  competitiveness  of  the  entire  manufacturing  sector  and  to  the  health  of 
the  U.S.  economy.  Yet,  according  to  a  1993  report  by  the  National  Research  Council, 
"Many  of  these  small  firms  *  *  *  are  operating  far  below  their  potential.  Their  use 
of  modern  manufacturing  equipment,  methodologies,  and  management  practices  is 
inadequate  to  ensure  that  American  manufacturing  will  be  globally  competitive." 
Limited  budgets,  lack  of  in-house  expertise,  and  lack  of  access  to  the  newest  tech- 
nologies are  but  a  few  of  the  significant  barriers  faced  by  smaller  manufacturers — 
barriers  that  MEP  aims  to  overcome. 

MEP  works  with  local  organizations  to  either  establish  a  new  program  or  expand 
existing  services  for  smaller  manufacturers.  Each  center  works  directly  with  client 
firms  to  address  their  most  critical  needs  in  such  areas  as  production  techniques, 
technology  applications,  and  business  practices.  Solutions  are  offered  through  a  com- 
bination of  direct  assistance  from  center  staff  and  work  with  outside  consultants. 
In  addition,  centers  are  helping  small  firms  to  overcome  barriers  to  access  of  private 
sector  resources.  For  example,  over  the  past  five  years  MEP  has  helped  various 
small  manufacturers  in  such  areas  as  computer-aided  design  and  computer-aided 
engineering  of  products,  overall  assessment  of  business  operations,  implementation 
of  health  and  safety  programs,  computer-based  information  systems/networks  and 
market  development  and  market  strategy.  In  the  course  of  the  next  five  years,  MEP 
will  help  client  companies  with  ISO  9000  certification,  development  or  expansion  of 
worker  technical  training,  development  or  expansion  of  management  training, 
empowerment,  compensation  and  benefit  systems  as  well  as  electronic  data  inter- 
change (EDI). 

MEP  is  also  providing  small  manufacturers  with  access  to  a  wealth  of  national 
tools,  techniques,  and  other  resources  through  nearly  700  partnerships  with  federal 
agencies,  national  associations,  and  other  organizations.  Projects  with  the  Depart- 
ment of  Energy,  the  Environmental  Protection  Agency,  and  the  Small  Business  Ad- 
ministration are  only  some  of  the  efforts  currently  underway  to  provide  unprece- 
dented technical  service  and  assistance  to  address  specific  issues  facing  small  manu- 
facturers. 

A  continuous  mission  of  improvement  in  products,  services,  and  service-delivery 
approaches  motivates  a  variety  of  activities  that  will  guide  manufacturing  extension 
into  the  21st  century. 

Ongoing  evaluation  measures  the  results  of  MEP's  efforts,  and  its  impact  on  the 
competitiveness  of  individual  firms  and  on  the  economy.  Surveys  of  client  firms  indi- 
cate that  MEP  centers  are  fostering  significant  improvements  in  client  performance, 
yielding  company-estimated  benefits  that  greatly  exceed  the  federal  investment  in 
MEP. 

As  of  December  1995,  the  national  network  of  MEP  extension  centers  has  reached 
almost  44,800  smaller  and  medium-sized  U.S.  manufacturers.  Based  on  data  for  the 
first  six  months  of  1995,  client  companies  report,  on  a  per  project  basis,  the  follow- 
ing results:  An  average  benefit  of  almost  $345,000  in  sales  increases;  over  $99,000 
in  labor  and  materials  savings;  and  at  least  five  jobs  created  or  saved  as  a  direct 
result  of  working  with  MEP. 

These  results  amount  to  a  conservatively  estimated  benefit  to  firms  of  nearly  $8 
on  each  Federal  dollar  invested  in  the  MEP.  In  addition,  pilot  studies  in  one  state 
show  project  investments  result  in  $1.50  to  $1.90  of  additional  tax  revenue  per  pub- 
lic dollar  invested  and  that  project  expenses  are  recovered  by  the  firms  within  six 
to  twenty-two  months. 

MEP  clients  are  significantly  more  likely  to  plan  improvements  than  similar 
unserved  companies.  Therefore,  through  its  services  and  support  to  even  more  U.S. 
manufacturers,  MEP  will  have  a  significant  impact  on  the  manufacturing  industry 
and  the  U.S.  economy. 

Question.  Can  you  provide  the  Subcommittee  with  some  examples  of  manufactur- 
ing center  services  that  have  improved  the  competitiveness  of  small  manufacturers? 

Answer.  The  Lake  Erie  Manufacturing  Extension  Partnership  (MEP)  worked  with 
Sherwood  Plastics,  located  in  Fostoria,  Ohio,  to  create  a  larger,  more  efficient  and 
better  organized  plant.  Sherwood  produces  roto-molded  plastic  products  that  are 
used  in  a  variety  of  industries  including  trucking,  boating  and  health  care.  The  com- 
pany has  been  in  business  for  30  years.  The  Lake  Erie  MEP  developed  a  new  plant 
floor  design  that  tripled  Sherwood's  production  area,  creating  a  much  roomier,  airier 
and  more  efficient  operation.  As  a  result,  Sherwood's  customer  base  doubled  and  its 
workforce  grew  from  35  to  81  employees.  After  installing  new  machinery  to  handle 
the  additional  orders,  Sherwood  Plastics  grew  from  a  $3  million  to  a  $6  million  com- 
pany in  two  years.  "The  Lake  Erie  MEP  helped  us  meet  the  demands  of  our  growing 
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markets.  Now  we  have  a  much  roomier,  more  efficient  operation",  says  President  of 
Sherwood  Plastics,  Mark  Jones. 

Tecstar  Inc.,  formerly  Applied  Solar  founded  in  1955,  employs  219  people  at  its 
City  of  Industry,  California  site  to  produces  space  solar  arrays  and  power  subassem- 
blies used  in  satellites.  With  annual  sales  of  $36  million  and  growing,  Tecstar  want- 
ed to  reduce  costs  while  increasing  production  throughput  and  yields  to  keep  up 
with  increases  in  orders.  Its  major  concern  was  with  an  unacceptable  amount  of 
breakage  of  the  solar  cells.  When  Tecstar  asked  the  California  Manufacturing  Tech- 
nology Center  (CMTC)  to  help  improve  its  process,  CMTC  analyzed  production  proc- 
ess yields,  focussing  on  the  solar  cell  production  process,  and  recommended  that 
Tecstar  improve  its  methods  for  handling  and  processing  the  solar  cell  wafers,  in- 
cluding a  new  production  layout.  The  reduced  solar  cell  breakage  saves  Tecstar  $3 
million  annually.  Increases  in  production  yields,  decreases  in  manufacturing  cycle 
time  and  minimized  reactor  downtime  were  also  realized  by  making  the  changeover 
between  runs  more  efficient.  Reactor  downtime  was  reduced  by  15  percent,  cycle 
time  was  improved  10  percent,  and  Tecstar  was  able  to  increase  staffing  by  56  em- 
ployees in  fiscal  year  1995. 

CONSTRUCTION 

Question.  The  NIST  laboratory  request  this  year  is  $267  million  for  the  labora- 
tories themselves  and  $105  million  to  renovate  laboratory  facilities. 

As  pressure  builds  on  American  companies  to  improve  product  quality  and  reduce 
manufacturing  waste  and  costs,  how  are  NIST  measurement  services  helping  our 
companies?  Why  is  it  important  for  NIST  to  continue  providing  state-of-the-art 
measurement  techniques? 

Answer.  NIST  measurement  services  continue  to  help  American  companies  im- 
prove product  quality  and  reduce  manufacturing  waste  and  costs  in  numerous  ways. 
As  the  nation's  premier  institution  devoted  to  the  science  and  practice  of  measure- 
ment, NIST's  laboratories  develop  and  supply  companies,  universities,  hospitals,  and 
other  organizations  with  essential  measurement  know-how.  They  develop  otherwise 
unattainable  tools  that  ensure  confidence  in  the  growing  number  of  measurements 
demanded  by  the  technically  complex  affairs  of  commerce,  science,  engineering, 
health,  safety,  defense,  law  enforcement,  and  the  environment.  "NIST  quality' 
measurements  are  part  of  a  universal  technical  language  linking  U.S.  companies 
and  institutions  to  the  rest  of  the  global  economy. 

NIST  tools  and  services  are  the  ultimate  references  for  the  hundreds  of  millions 
of  measurements  made  daily  by  U.S.  companies,  small  and  large.  More  than  350 
different  NIST-developed  measurement  tools  and  services  are  embedded  into  the 
quality  control  systems  of  the  automotive  industry — from  small  suppliers  of  metal 
parts  to  large  refiners  of  gas  and  oil.  Virtually  all  U.S.  semiconductor  manufacturers 
depend  on  NIST-developed  test  methods  to  evaluate  their  raw  materials,  processes, 
and  products.  The  entire  U.S.  steel  industry  relies  on  more  than  125  NIST  Standard 
Reference  Materials  in  assessing  the  quality  of  raw  materials  and  finished  products. 

The  top  tier  in  the  nation's  measurement  chain,  NIST  conducts  research  that  an- 
ticipates long-term  needs  in  basic  science  and  engineering  and  responds  to  indus- 
try's continual  demands  for  increased  accuracy.  NIST  aims  to  develop  measurement 
capabilities  that  are  four  to  ten  times  more  accurate  than  the  best  quality-inspection 
methods  practiced  in  industry.  The  chain  of  precision  measurements  leading  to  the 
factory  floor  begins  at  NIST.  At  each  step  along  the  chain — from  NIST  to  private 
calibration  lab  or  precision  equipment  maker,  to  company  standards  lab,  all  the  way 
down  to  the  production  cell — uncertainty  is  introduced,  necessitating  the  high  (often, 
world  best)  levels  of  accuracy  achieved  by  the  agency.  Long-term  efforts  have  paid 
off  with  NIST's  newly  developed  Molecular  Measuring  Machine,  a  unique  atomic  im- 
aging microscope  with  a  field  of  view  250,000  times  greater  than  that  of  current  mi- 
croscopes. It  will  provide  crucial  measurement  support  to  industry  and  university 
researchers  studying  ways  to  manipulate  nature's  molecular  architecture  for  prac- 
tical purposes,  from  creating  entirely  new  materials  to  manufacturing  future  gen- 
erations of  integrated  circuits. 

NIST  measurements,  services,  and  expertise  underpin  efforts  to  eliminate  tech- 
nical barriers  to  trade,  which  could  boost  annual  U.S.  exports  by  $20  billion  or  more. 
Measurement  traceability  to  NIST,  internationally  recognized  as  the  U.S.  measure- 
ment authority,  enables  U.S.  companies  to  demonstrate  compliance  with  specific 
technical  standards,  an  increasingly  common  prerequisite  for  doing  business  in  for- 
eign markets.  Without  NIST,  many  firms  would  be  shut  out  of  those  markets  or 
forced  to  acquire  measurement  services  from  foreign  laboratories,  causing  delays 
and  imposing  costs  ultimately  borne  by  the  U.S.  economy. 
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"NIST  quality"  measurements  are  crucial  to  the  performance  of  U.S.  military 
equipment  systems.  The  Defense  Department  relies  heavily  on  NIST  measurement 
expertise  and  standards,  specifying  that  systems  and  components  be  calibrated  with 
equipment,  and  methods  traceable  to  NIST.  NIST  developed  specialized  equipment 
that  the  U.S.  military  uses  to  calibrate — and  thereby  ensure  the  accuracy  of— range- 
finder  and  target-acquisition  systems  deployed  on  jets,  helicopters,  and  missiles. 

NIST  measurement  research  and  its  impartial  expertise  are  national  resources, 
tapped  regularly  to  address  health,  safety,  and  environmental  issues.  NIST  meas- 
urements were  instrumental  in  identifying  automobile  exhaust  as  a  major  environ- 
mental source  of  lead  in  children.  NIST  research  has  yielded  reliable,  widely  adopt- 
ed methods  for  measuring  electric  and  magnetic  fields  from  power  systems,  essential 
to  resolving  the  issue  of  whether  exposure  to  the  invisible  fields  poses  health  risks. 
NIST  measurement  references  are  used  to  ensure  that  radiation  doses  are  adminis- 
tered accurately,  safely,  and  effectively  in  7  million  diagnostic  and  therapeutic  pro- 
cedures performed  each  year. 

NIST-developed  measurement  methods  help  companies  transform  new  tech- 
nologies into  manufacturable  products,  while  furthering  the  aims  of  university  sci- 
entists. Laboratory-developed,  one-of-a-kind  measurement  equipment  is  a  resource 
for  the  entire  research  community.  For  example,  NIST  scientists  helped  their  coun- 
terparts at  Carnegie  Mellon,  MIT,  the  University  of  Minnesota,  and  other  institu- 
tions install  and  apply  NIST-invented  technology  for  studying  the  magnetic  struc- 
ture of  materials  in  unprecedented  detail.  In  industry,  companies  racing  to  develop 
new  high-density  information  storage  systems — firms  ranging  from  tiny  Nonvolatile 
Electronics,  Plymouth,  Minn.,  to  the  Digital  Equipment  Corp. — have  collaborated 
with  NIST  on  research  made  possible  by  the  unique  magnetic  microscope. 

NIST  measurements  are  vital  to  the  functioning  of  the  entire  economy,  helping 
to  ensure  fairness  and  efficiency  in  the  sale  of  more  than  $2  trillion  worth  of  goods 
and  services.  Accurate  and  uniform  measurements  of  weight,  size,  volume,  and 
other  quantities  maximize  efficiency  and  promote  customer  confidence  in  the  sale 
of  goods  ranging  from  lunch  meat  at  the  deli  counter  to  natural  gas  flowing  through 
transnational  pipelines  to  ultrapure  gases  purchased  by  semiconductor  manufactur- 
ers. The  consequences  of  weakening  the  underpinnings  of  the  national  measurement 
system  are  mistrust,  disputes,  and  costly  inefficiencies  at  every  one  of  the  many 
steps  leading  from  raw  inputs  to  finished  goods  and  services. 

Question.  I  understand  that  your  laboratories  have  made  some  recent  break- 
throughs in  improving  the  accuracy  of  mammograms  and  helping  law  enforcement 
improve  the  reliability  in  DNA  finger-printing.  Please  tell  me  about  these  advances. 

Answer.  Standards  play  an  important  and  essential  role  in  establishing  measur- 
ing methods  and  validating  their  quality.  A  new  radiation  standard  and  instrumen- 
tation facility  has  recently  been  established  at  NIST.  The  new  facility  will  allow  the 
operators  and  inspectors  of  more  than  10,000  U.S.  mammography  centers  to  trace 
the  accuracy  of  their  X-ray  exposure  measurements  to  the  primary  X-ray  standards 
at  NIST.  Proper  X-ray  exposure  during  a  mammogram  ensures  higher  image  quality 
while  minimizing  the  radiation  dose  to  the  breast.  The  calibration  facility  was  estab- 
lished to  help  the  U.S.  Food  and  Drug  Administration  implement  the  Mammog- 
raphy Quality  Standards  Act  of  1992.  This  law  requires  the  FDA  to  set  up  a  certifi- 
cation and  inspection  program  for  U.S.  mammography  clinics.  The  instruments  used 
by  the  FDA  inspectors  to  measure  the  X-ray  exposure  from  the  clinical  units  will 
be  calibrated  using  standards  traceable  to  the  new  NIST  reference  X-ray  beams. 
Anyone  wanting  to  calibrate  an  X-ray  exposure  measuring  instrument  for  mammog- 
raphy beams  may  send  the  instrument  to  NIST.  Typical  users  of  this  service  are 
expected  to  be  secondary  calibration  laboratories,  inspectors  of  mammography  units 
and  instrument  manufacturers.  NIST  is  one  of  only  two  national  standards  labora- 
tories in  the  world  to  provide  primary  standards  for  mammography. 

NIST  has  also  developed  two  Standard  Reference  Materials  (SRM's)  for  DNA 
Profiling  (also  called  fingerprinting  or  typing)  which  have  been  used  to  benchmark 
the  two  main  methods  used  by  law  enforcement  agencies  to  identify  and  exclude 
criminal  suspects:  the  older  and  more  common  RFLP-based  1  method  used  by  the 
FBI,  and  the  newer  PCR-based2  method,  whose  high  sensitivity  allows  DNA-typing 
using  minimal  amounts  of  sample.  These  standards  were  developed  in  cooperation 
and  collaboration  with  the  National  Institute  of  Justice  and  the  Federal  Bureau  of 
Investigation. 

DNA  typing,  with  its  extremely  high  power  to  differentiate  one  human  being  from 
another,  is  based  on  newer  molecular  techniques  that  permit  the  study  of  human 
variability  at  its  most  fundamental  level,  that  of  genetic  material  itself.  Typing 


1 RFLP — restriction  fragment-length  polymorphism. 
2  PCR — polymerase  chain  reaction. 
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methods  were  first  approved  for  inclusion  in  court  evidence  in  1988,  and  have  been 
used  extensively  since,  although  not  without  controversy  as  prosecutors,  defense 
counsels,  judges,  and  juries  have  struggled  with  the  terminology  and  ideas  of  molec- 
ular biology,  genetics,  and  statistics.  The  NIST  SRM's  were  introduced  in  1992  and 
1994  and  have  greatly  helped  to  ensure  the  reliability  and  validity  of  properly  col- 
lected and  analyzed  DNA  data  and  have  promoted  the  quality  and  practice  of  foren- 
sic DNA  technology. 

NIST  has  worked  extensively  with  state  law  enforcement  agencies  and  private 
laboratories  through  major  interlaboratory  testing  to  validate  the  DNA-typing  meth- 
ods, to  develop  the  SRM  kits,  and  to  demonstrate  interlaboratory  measurement  com- 
parability. For  instance,  NIST  was  selected  by  the  Technical  Working  Group  on 
DNA  Methods  Analysis  (TWGDAM)  to  coordinate  interlaboratory  efforts  to  validate 
genetic  profiling  by  the  PCR  method.  Forty  laboratories  participated  in  profiling  un- 
known samples;  in  addition,  components  of  the  NIST  SRM  were  included  as  part 
of  this  testing.  TWGDAM  reports  to  a  newly  mandated  DNA  advisory  committee 
that  will  set  laboratory  proficiency  standards  for  the  FBI.  The  NIST  SRM  kit  for 
forensic  PCR  will  be  an  essential  part  of  this  laboratory  evaluation  process. 

NIST  is  also  doing  research  that  anticipates  new  methods  for  forensic  DNA  analy- 
sis, including  the  use  of  mitochondrial  DNA  for  identifying  genetically  related  indi- 
viduals, and  methods  that  may  be  useful  for  analyzing  highly  degraded  DNA.  This 
research  will  allow  the  prompt  evaluation  and  validation  of  these  methods  as  they 
get  refined  and  adopted  by  the  law  enforcement  community. 

Question.  The  Buildings  at  your  Gaithersburg,  Maryland,  site  are  now  over  30 
years  old.  Are  they  deteriorating,  and  is  this  why  you  are  requesting  funds  for  up- 
grading your  facilities? 

Answer.  The  combination  of  advancing  age  and  even  more  rapidly  advancing  tech- 
nology has  made  NISTs  current  facilities  inadequate  for  many  types  of  advanced 
research  essential  to  its  mission  of  providing  U.S.  industry  with  the  best  possible 
national  standards  and  helping  to  develop  and  commercialize  very  demanding  new 
technologies.  The  principal  problem  is  a  lack  of  high-quality  environmental  systems 
controls  to  allow  precision  measurements  under  predictable,  stable  conditions.  Poor 
air  quality,  inadequate  temperature  and  humidity  control,  lack  of  vibration  isola- 
tion, and  uneven,  unreliable  power  supplies  are  major  problems  at  both  sites. 

Funding  limitations  also  have  put  the  Institute  years  behind  the  capabilities  of 
its  counterpart  standards  laboratories  in  Germany  and  Japan.  NIST's  best  calibra- 
tion efforts  using  coordinate  measuring  machines  in  support  of  major  U.S.  manufac- 
turing sectors,  including  the  automobile,  aerospace,  and  instrumentation  industries, 
are  five  times  worse  than  those  made  at  Germany's  national  standards  laboratory 
(which  also  serves  as  the  European  Community's  standards  laboratory). 

More  than  $2  billion  worth  of  NIST  facilities  are  deteriorating  at  an  accelerating 
rate.  The  Gaithersburg,  Maryland,  site  built  over  30  years  ago,  and  the  Boulder, 
Colorado,  site  built  over  40  years  ago,  feature  45  specialized  laboratory  buildings 
used  to  conduct  a  wide  range  of  advanced  measurement  research.  A  NIST  plan  to 
upgrade  its  facilities  through  a  $540  million,  ten-year  effort  began  in  fiscal  year 
1993. 

An  independent  study  conducted  for  NIST  in  fiscal  year  1991  found  that  the  over- 
whelming majority  of  NIST's  facilities  will  fail  to  meet  program  needs  within  this 
decade  unless  steps  are  taken  now  to  design,  construct,  and  renovate  the  needed  fa- 
cilities. In  its  1995  annual  report,  the  NIST  Visiting  Committee  on  Advanced  Tech- 
nology commended  the  construction  program  that  was  in  place  at  the  start  of  1995 
and  recommended  that  it  be  executed.  The  decaying  state  of  the  Institute's  facilities 
already  has  made  it  impossible  to  provide  some  U.S.  manufacturers  with  essential 
services,  such  as  state-of-the-art  calibrations  urgently  needed  to  maintain  produc- 
tion-line quality  controls  on  a  par  with  overseas  competitors. 

Environmental  controls  regulating  temperature,  humidity,  vibration,  and  air 
cleanliness  that  were  more  than  adequate  when  the  buildings  were  first  constructed 
are  now  completely  inadequate  for  atomic-level  research.  In  addition,  NIST  power 
supplies  are  becoming  less  reliable  and  lack  the  capability  of  delivering  clean  power 
required  by  sensitive  equipment.  Since  nearly  all  modern  experiments  rely  on  sen- 
sitive equipment  to  collect  and  analyze  data,  the  poor  quality  of  NIST  power  sup- 
plies regularly  results  in  inaccurate  measurements,  costly  delays,  rework,  and  loss 
of  data. 

The  Administration's  fiscal  year  1997  request  for  the  Construction  of  Research  Fa- 
cilities at  NIST  is  $105.2  million  (including  $98.9  million  for  the  Gaithersburg, 
Maryland  site  and  $6.3  million  for  the  Boulder  site).  Full  implementation  of  NIST's 
construction  plans  will  bring  its  most  critical  facilities  up  to  U.S.  industry's  meas- 
urement needs  through  the  year  2010  and  beyond.  The  fiscal  year  1997  funding  re- 
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quest  will  allow  NIST  to  complete  the  first  phase  of  the  Advanced  Technology  Lab- 
oratory in  Gaithersburg. 

Failure  to  fund  this  request  will  leave  NIST  without  the  tools  necessary  to  carry 
out  its  mission  in  support  of  industry  and  the  public.  The  upgrade  of  NIST  facilities 
is  long  overdue.  NIST  researchers  have  already  employed  every  stop-gap  measure 
at  their  disposal,  including  ubiquitous  plastic  sheeting  to  protect  sensitive  laser  ta- 
bles from  grit-delivering  air  vents  and  multiple  mechanisms  for  isolating  sensitive 
instruments  from  vibration.  We  are  now  beginning  construction  on  a  new  chemistry 
building  that  addresses  more  immediate  safety  issues  that  cannot  be  delayed.  With- 
out more  complete  advanced  research  facilities,  it  will  be  increasingly  difficult,  and 
ultimately  impossible,  to  provide  the  advanced  metrology  demanded  of  a  premier 
measurement  laboratory. 

TECHNOLOGY  ADMINISTRATION  (OFFICE  OF  UNDER  SECRETARY/OFFICE  OF  TECHNOLOGY 

POLICY) 

Question.  Dr.  Good,  your  immediate  office  coordinates  a  number  of  important 
interagency  technology  projects,  and  your  Office  of  Technology  Policy  monitors  for- 
eign technology  efforts,  works  with  state  governments,  and  assists  American  indus- 
tries with  technology  issues. 

Can  you  provide  the  Subcommittee  with  some  examples  of  how  these  activities 
have  benefitted  American  companies  and  the  American  economy? 

Answer.  The  Technology  Administration's  Office  of  the  Under  Secretary/Office  of 
Technology  Policy  (US/OTP)  works  closely  with  American  industry  to  maximize 
technology's  contribution  to  U.S.  economic  growth,  job  creation,  and  quality  of  life. 
US/OTP  believes  its  efforts  have  enhanced  the  competitiveness  of  U.S.  firms  and 
contributed  significantly  to  meeting  these  national  objectives  as  demonstrated  by 
the  following  examples: 

Advocacy 

US/OTP  advocacy  on  behalf  of  the  U.S.  pharmaceutical  industry  was  instrumental 
in  the  National  Institutes  of  Health  decision  in  April  1995  to  drop  the  "reasonable 
pricing"  clause  from  its  cooperative  research  and  development  agreements.  This  pro- 
vision was  viewed  by  the  pharmaceutical  industry  as  a  significant  barrier  to  part- 
nership with  NIH. 

US/OTP  serves  as  a  forceful  advocate  for  reinventing  our  environmental  regu- 
latory system.  In  dozens  of  meetings  with  industry,  the  EPA,  and  other  administra- 
tion officials  during  the  past  two  years,  US/OTP  has  advocated  moving  away  from 
the  current  "command  and  control"  approach  towards  an  incentive-based  system  in 
which  government  sets  the  performance  standards  and  allows  industry  to  determine 
how  best  to  achieve  them. 

US/OTPs  advocacy  is  helping  alleviate  restrictions  on  the  export  of  pharma- 
ceuticals and  other  medical  products  that  were  encouraging  U.S.  companies  to  move 
their  manufacturing  and  R&D  operations  overseas.  As  a  result  of  US/OTPs  advo- 
cacy, FDA  announced  in  April  1995  that  it  would  work  with  Congress  to  pass  legis- 
lation allowing  the  export  of  pharmaceuticals  and  medical  devices  to  many  industri- 
alized countries  without  prior  FDA  approval.  Legislation  accomplishing  this  objec- 
tive was  recently  passed  by  Congress  and  signed  into  law  by  the  President. 

US/OTP  has  worked  with  the  U.S.  biotechnology  industry  to  develop  an  "agenda 
for  action"  outlining  appropriate  government  and  industry  actions  to  support  the 
competitiveness  of  our  biotechnology  industry.  Areas  of  importance  to  the  industry 
included  issues  regarding  the  awarding  of  patents,  language  used  in  CRADA's  with 
federal  labs,  FDA  reforms,  and  several  tax-related  matters. 

Fostering  Government-Industry  Partnerships 

US/OTP's  Effective  Partnering  report  has  identified  the  strengths  of  several  pub- 
he-private  technology  development  programs  and  recommended  improvements  to  en- 
hance their  effectiveness.  This  report  provides  input  for  strengthening  ties  between 
the  Federal  Government  and  the  states.  It  also  provides  a  practical  blueprint  to  help 
Federal  agencies  improve  the  way  they  work  with  industry;  recommendations  in- 
clude: streamlining  processes,  establishing  more  flexible  partnership  agreements,  re- 
ducing paperwork  requirements,  and  establishing  umbrella  agreements. 

Through  its  Partnerships  for  a  Competitive  Economy  (PACE)  initiative,  US/OTP 
has  pursued  a  dialogue  with  technology  business  leaders,  state  and  local  govern- 
ments and  academia  to  develop  a  set  of  national  policies  to  promote  U.S.  industry's 
technological  competitiveness.  The  PACE  dialogue  has  provided  vital  information 
enabling  US/OTP  to  be  an  effective  advocate  for  innovation  within  the  Federal  Gov- 
ernment. In  fiscal  year  1996,  US/OTP  has  conducted  a  dialogue  with  leaders  from 
industry,  the  National  Governors  Association,  the  National  Association  of  State  De- 
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velopment  Agencies,  state  and  local  governments,  and  universities  to  discuss  ways 
to  encourage  the  development  and  commercialization  of  new  technologies.  In  fiscal 
year  1997,  US/OTP  will  continue  this  dialogue  and  build  on  its  success  in  two  ways. 
First,  US/OTP  will  hold  several  regional  meetings  with  state  and  local  economic  de- 
velopment officials  to  develop  ideas  to  spur  innovation  by  establishing  more  effective 
linkages  between  industry,  government  and  academia.  These  regional  meetings  will 
build  toward  a  national  conference  to  develop  a  joint,  integrated  policy  and  program 
agenda.  In  addition,  US/OTP  will  continue  its  dialogue  with  the  private  sector 
through  industry  roundtable  discussions. 

The  Under  Secretary  for  Technology  supports  and  coordinates  the  activities  of 
Federal  agencies  and  industry  partners  in  the  historic  Partnership  for  a  New  Gen- 
eration of  Vehicles  (PNGV).  PNGV  is  a  technological  venture  as  ambitious  as  any 
America  has  attempted.  Eight  Federal  agencies  and  the  Nation's  automobile  manu- 
facturers have  teamed  up  to  achieve  R&D  goals  in  three  areas:  advanced  manufac- 
turing methods;  technologies  that  can  lead  to  near-term  improvements  in  auto- 
mobile efficiency,  safety,  and  emissions;  and  research  that  could  lead  to  vehicle  pro- 
totypes with  a  threefold  improvement  in  fuel  efficiency.  These  fuel-efficient  family 
sedan-size  vehicles  should  cost  no  more  to  own  or  operate;  offer  performance,  roomi- 
ness, and  utilities  comparable  to  today's  vehicles;  and  meet  or  exceed  all  safety  and 
emissions  standards. 

Through  PNGV,  the  U.S.  automotive  industry  will  benefit  from  significant  im- 
provements in  their  automotive  products,  establishing  manufacturing  processes  that 
are  less  costly  and  produce  higher  quality,  and  developing  technologies  for  the  fu- 
ture. At  the  same  time,  PNGV  can  help  the  Federal  Government  achieve  its  social 
goals  of  fuel  economy  and  pollution  control. 

There  is  evidence  that  parts  of  the  Partnership  for  a  New  Generation  of  Vehicles 
initiative  are  producing  results  ahead  of  schedule.  Let  me  share  two  examples: 
— Ford  Motor  Company  and  Chrysler  Corp.  unexpectedly  unveiled  PNGV  tech- 
nology demonstrators — models  for  possible  PNGV  Supercars  of  the  future — in 
January  1996  at  the  North  American  International  Auto  Show  in  Detroit.  The 
official  milestone  date  for  a  PNGV  concept  car  is  the  Year  2000. 
— A  PNGV  CRADA  between  Sandia  National  Laboratory  and  General  Motors  Del- 
phi Saginaw  Steering  Systems  resulted  last  year  in  the  first  commercialization 
of  a  technology  process  using  intelligent  control  for  induction  hardening  was 
used  for  fabricating  shafts  used  in  Saturn  front  drive  trains.  The  benefits  of  this 
PNGV  research  are  reduced  costs  and  improved  energy  efficiency.  It  is  expected 
to  have  widespread  application  in  the  auto  industry. 

Sectoral  Analysis 

US/OTP  is  working  in  partnership  with  the  private  sector  to  prepare  competitive 
assessments  of  key  industry  sectors  under  its  "Meeting  the  Challenge"  initiative. 
More  than  fifty  of  the  nation's  leading  experts  on  competitiveness  have  worked  on 
this  initiative  at  little  or  no  cost  to  the  taxpayer.  This  initiative  has  served  as  a  cat- 
alyst to  bring  industry  groups  together  to  develop  technology  strategies  and  policy 
agendas  for  their  industries.  The  report  on  the  chemical  industry,  the  first  to  be 
published  under  this  initiative,  received  high  marks  from  industry.  Additional  re- 
ports— including  the  biotechnology,  steel,  and  automotive  industries — are  currently 
being  prepared. 

International  S&T 

US/OTP  has  worked  with  the  State  Department  to  ensure  that  U.S.  firms  receive 
reciprocal  access  to  the  science  and  technology  activities  of  other  nations.  Before  US/ 
OTP  became  involved,  foreign  S&T  agreements  were  entered  into  by  the  United 
States  without  regard  to  protection  of  commercially  valuable  American  technology. 

Working  in  partnership  with  U.S.  industry,  OTP  negotiated  a  framework  for  a 
unique  international  collaborative  research  and  development  initiative  in  advanced 
manufacturing.  The  Intelligent  Manufacturing  Systems  collaboration  involves  indus- 
try, academia,  and  government  participation  from  more  than  20  countries  including 
the  United  States,  Japan,  Australia,  Canada  and  nations  of  the  European  Union 
and  the  European  Free  Trade  Association.  The  IMS  Partnership  established  an  in- 
tellectual property  rights  framework  that  provides  countries  and  individual  enter- 
prises with  an  assurance  of  equitable  sharing  of  intellectual  property  derived  from 
or  brought  into  joint  ventures.  The  first  phase  of  IMS,  a  two-year  feasibility  study 
completed  in  February  1994,  was  found  to  be  an  unqualified  success  by  the  Inter- 
national Steering  Committee  that  oversaw  the  test  case  R&D  consortia.  The  second 
phase,  a  10-year  full  scale  partnership  for  joint  R&D  in  advanced  manufacturing, 
commenced  in  April  1995.  It  is  hoped  that  IMS  will  serve  as  a  model  for  other  inter- 
national R&D  cooperative  efforts. 
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OTP  monitors  foreign  science  and  technology  activities  to  provide  American  firms 
with  information  about  their  global  competition  and  to  support  Federal  policy  analy- 
sis and  formulation.  International  Science  and  Technology:  Emerging  Trends  in 
Government  Policies  and  Expenditures  provides  an  overview  of  the  science  and  tech- 
nology policies  and  programs  of  America's  key  trading  partners  and  emerging  na- 
tions, including:  Japan,  Germany,  Canada,  the  United  Kingdom,  France,  the  Euro- 
pean Union,  China,  Korea,  Indonesia,  Malaysia,  Thailand  and  Taiwan.  OTP's 
Globalizing  Industrial  Research  and  Development  report  analyzes  the  performance 
of  global  R&D — by  foreign  firms  in  the  United  States,  and  by  American  companies 
abroad — and  identifies  essential  issues  facing  business  leaders  and  government  pol- 
icymakers. 

As  the  U.S.  Secretariat  for  the  U.S. -Israel  Science  and  Technology  Commission 
(USISTC),  the  Under  Secretary  for  Technology  has  worked  to  promote  collaborative 
science  and  technology  activities  between  interested  parties  of  both  nations.  In  1995, 
the  Commission  conducted  two  competitions  to  award  $25  million  in  funds.  Six  joint 
venture  projects  were  selected:  New  Generation  Cameras;  Solar  Thermal  Electrical 
Generation  Project;  Aquaculture;  Reality  2000 — Advanced  Ultrasound  System; 
Pulsed  Electron  Beam  (PEB)  Joining  for  Ceramic  to  Metal  Attachment  for  Engine 
Components;  and  Sea  Water  Desalination  Project. 

OTP  is  also  working  through  the  U.S. -Israel  Science  and  Technology  Commission 
to  harmonize  U.S.  and  Israeli  regulation  of  medical  devices,  drugs  and  biologies  to 
the  mutual  benefit  of  both  nations.  Two  courses  in  Israel  on  Good  Clinical  Practices 
conducted  in  September  1995  have  helped  foster  reciprocal  exchange  of  inspection 
information  that  is  expected  to  lead  to  increased  trade  between  the  nations. 

Question.  Your  budget  request  includes  $2.5  million  for  the  U.S. -Israel  Science 
and  Technology  Program.  What  will  these  funds  support,  and  why  is  that  work  val- 
uable? 

Answer.  The  U.S. -Israel  Science  and  Technology  Commission,  established  as  a 
Presidential  initiative  together  with  the  late  Prime  Minister  Rabin  in  1993,  is  a 
unique  binational  program  between  the  U.S.  and  Israel  which  seeks  to  promote  eco- 
nomic and  technological  collaboration  between  the  two  countries.  The  Commission 
has  two  major  programs — a  grants  program  for  high  risk  technology  joint  ventures 
between  U.S.  and  Israel  companies,  and  an  impediment  reduction  and  infrastruc- 
ture building  grants  program.  In  connection  with  the  establishment  of  the  Commis- 
sion, the  President  formally  notified  the  Israeli  Government  of  the  U.S.  commitment 
to  provide  $15  million  in  funding  over  three  years  to  support  the  Commission's 
grants  programs. 

The  $2.5  million  requested  constitutes  the  Department  of  Commerce's  share  of  the 
fiscal  year  1997  U.S.  commitment  to  support  the  Commission's  grants  programs. 
Currently,  the  Commission  has  agreed  to  fund  six  projects  involving  U.S.  companies 
that  have  joint  ventures  with  Israeli  companies  as  well  as  to  continue  funding  the 
impediment  reduction  programs.  The  high  risk  technology  joint  ventures  are  in  such 
technological  areas  as  aquaculture,  desalination,  solar  energy,  medical  imaging  and 
ultrasound  techniques  and  high  performance  materials  all  of  which  have  been  tar- 
geted as  potential  new  high  growth  industries  of  the  future.  Moreover,  the  impedi- 
ment reduction  programs  have  already  been  widely  praised  for  their  unique  ap- 
proach to  providing  opportunities  for  U.S.  industry  in  Israel. 

Question.  What  activities  are  you  undertaking  with  the  states,  including  smaller 
states,  and  how  will  that  cooperation  help  promote  economic  growth  throughout  the 
country? 

Answer.  In  September  1995,  a  report  was  issued  by  the  State-Federal  Technology 
Partnership  Task  Force,  which  was  chaired  by  former  Governors  Richard 
Thornburgh  (Pennsylvania)  and  Richard  Celeste  (Ohio).  Membership  in  the  biparti- 
san task  force  included  four  sitting  Governors,  two  state  legislators,  and  representa- 
tives of  academia,  business,  and  professional  societies.  The  Task  Force,  initiated  at 
the  request  of  Dr.  Jack  Gibbons,  conducted  its  work  in  collaboration  with  the  Carne- 
gie Commission  on  Science,  Technology  and  Government,  the  National  Governors' 
Association,  the  Science  and  Technology  Council  of  the  States,  the  American  Society 
of  Mechanical  Engineers,  and  the  National  Conference  of  State  Legislatures. 

The  report  called  for  closer  cooperation  between  federal  science  and  technology  ef- 
forts and  the  states.  Its  specific  four  recommendations  included:  (1)  a  joint  high- 
level  policy  advisory  mechanism  to  improve  coordinated  development  and  implemen- 
tation of  science  and  technology  policies  and  parallel  mechanisms  at  the  agency  and 
program  levels;  (2)  strengthening  the  capacity  of  the  states  through  state  science 
and  technology  strategic  planning  and  capacity  building;  (3)  catalyzing  private  sec- 
tor investment  in  technology,  especially  in  small  businesses;  and  (4)  building  na- 
tional excellence  in  manufacturing. 
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To  implement  these  recommendations,  Dr.  Gibbons  has  invited  Governor  Thomp- 
son, Chair  of  the  National  Governors  Association,  to  designate  lead  Governors  to 
work  with  top  federal  Cabinet  officials,  science  agency  heads,  and  the  White  House, 
to  further  these  goals.  The  National  Governors  Association  has  indicated  that  at 
least  twelve  Governors  want  to  be  active,  and  more  are  interested. 

Dr.  Gibbons  has  requested  that  the  Under  Secretary  for  Technology,  Dr.  Mary 
Good,  chair  the  inter-agency  federal  working  group  that  will  work  on  a  day  to  day 
basis  with  staffs  of  the  Governors,  the  Science  and  Technology  Council  of  the  States, 
and  the  National  Governors  Association,  to  implement  this  new  partnership.  Ex- 
pected efforts  of  the  working  group  include: 
— Studies  that  better  define  the  role  of  regional  technology  "clusters"  in  economic 
development  to  increase  understanding  of  how  federal  technology  development 
and  deployment  programs  can  better  integrate  with  local  economic  development 
strategies.  These  studies  might  be  conducted  by  academic  researchers  or  by 
non-profit  organizations  who  have  expertise  in  this  field. 
— Examining  state  science  and  technology  planning  efforts  and  developing  models 

for  other  states  to  use. 
— Modifying  the  Commerce  Science  Fellow  program  to  enable  federal  science  and 
engineering  employees  to  serve  a  year  as  advisers  to  state  governments  will  be 
examined;  a  pilot  effort  may  be  initiated. 
— Updating  a  comprehensive  directory,  most  likely  in  electronic  form,  of  the  var- 
ious state  science  and  technology  programs.  All  fifty  states  have  an  array  of 
such  programs,  and  in  1995  they  spent  in  excess  of  $400  million  on  them.  A 
parallel  directory  of  federal  partnership  programs  would  likely  be  added  to  this 
directory. 
— Assisting  the  states  in  devising  a  uniform  set  of  performance  measurements  in 
order  for  Governors  and  state  legislatures  to  be  able  to  evaluate  these  pro- 
grams, and  compare  them  from  state  to  state,  and  with  federal  efforts. 
— In  the  area  of  manufacturing,  an  effort  will  be  made  to  bring  together  all  of  the 
federal  agency  technology  transfer  and  extension  activities  (such  as  NIST's 
MEP,  NASA's  Regional  Technology  Transfer  Centers,  DOD's  Electronic  Com- 
merce Centers,  NSF's  Engineering  Centers,  etc.)  and  tie  them  together  in  a  "vir- 
tual" organization  that  is  more  user-friendly  to  the  states.  The  first  steps  will 
be  to  identify  the  candidate  programs,  their  customers,  their  locations,  and 
build  an  appropriate  database. 
— In  addition  to  all  of  the  above,  the  partnership  will  require  extensive  dialogue 
between  federal  personnel  and  the  states — the  latter  including  Governors  and 
their  staffs,  state  legislatures,  national  organizations  representing  the  states, 
and  others  in  academia,  business,  and  professional  societies. 
— We  would  hope  that  the  efforts  of  this  federal  working  group  might  result  in 
new  grants  to  the  states,  particularly  rural  states  that  have  not  traditionally 
benefited  from  federal  science  and  technology  funding,  to  build  their  capacity 
to  do  so.  Such  new  grants  might  include  planning  grants  to  states  to  develop 
strategic  science  and  technology  plans.  The  Senate  has  expressed  interest  in  an 
EPSCoR-like  program  for  the  Department  of  Commerce,  and  such  a  program 
might  emerge  as  a  proposal  from  this  working  group  effort. 
Question.  You  also  oversee  the  National  Technical  Information  Service,  the  self- 
supporting  unit  that  collects  and  sells  government  technical  reports.  Am  I  correct 
that  you  will  soon  propose  converting  NTIS  into  a  government  corporation?  Why  is 
this  a  good  idea? 

Answer.  The  Office  of  Management  and  Budget  is  reviewing  our  proposal  to  rees- 
tablish NTIS  as  a  government  corporation  and  we  hope  to  be  able  to  submit  it  to 
Congress  very  shortly.  Corporate  status  would  more  accurately  reflect  the  commer- 
cial nature  of  NTIS'  day-to-day  operations  and  signals  to  its  private  and  public  sec- 
tor customers  and  potential  joint  venture  partners  that  NTIS  is  a  businesslike  en- 
tity. As  a  corporation,  NTIS  would  be  able  to  operate  under  budgeting  and  account- 
ing principles  that  are  more  appropriate  for  self-sustaining  entities,  rather  than  con- 
trols designed  for  programs  financed  by  annual  appropriations,  and  will  be  able  to 
develop,  through  legislation,  a  corporate  charter  that  provides  additional  flexibili- 
ties. These  flexibilities  would  greatly  strengthen  NTIS'  ability  to  adapt  to  new  tech- 
nologies that  are  dramatically  changing  the  way  its  customers  access  and  use  infor- 
mation. 

Such  status  would  also  reflect  the  principles  that  NTIS,  notwithstanding  the  com- 
mercial nature  of  its  operations,  performs  governmental  services  that  would  be  not 
be  replicated  by  the  private  sector.  Chief  among  these  is  the  collection,  organization, 
dissemination  and  permanent  maintenance  of  2.5  million  technical  information 
products  produced  by  or  for  federal  agencies.  These  technical  documents  are  pre- 
served and  maintained  for  the  benefit  of  future  generations  of  researchers  because 
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of  their  potential  scientific  value.  A  private  sector  entity  would  have  no  economic 
incentive  to  maintain  and  augment  a  massive  research  collection  of  which  only  a 
small  number  of  items  have  any  significant  sales  potential,  nor  would  it  be  able  to 
have  the  same  relationship  that  NTIS  now  enjoys  with  other  agencies  and  foreign 
governments  that  are  necessary  to  ensure  a  comprehensive  collection  of  technical  in- 
formation products. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

ADVANCED  TECHNOLOGY  PROGRAM 

Question.  As  you  know,  I  have  been  concerned  over  the  years  about  what  I  per- 
ceived as  a  failure  by  NIST  to  work  fully  with  the  more  rural  states  where  there 
are  smaller  manufacturers  and  less  manufacturing  density.  The  ATP  record  in  these 
states  was  not  good — one  reason  I  think  for  lack  of  support  for  the  program.  MEP 
was  slow  in  getting  into  some  of  the  states,  although  I  believe  most  are  now  covered 
by  MEP  programs.  Can  you  do  more  to  help  in  states  such  as  Nebraska? 

Answer.  NIST  has  taken  steps  through  its  Manufacturing  Extension  Partnership 
(MEP)  and  Advanced  Technology  Program  (ATP)  to  strengthen  and  broaden  the 
technology  base  and  infrastructure  in  the  less  populous  and  more  rural  states  where 
there  are  smaller  manufacturers  and  lower  manufacturing  density. 

MEP 

The  NIST  Manufacturing  Extension  Partnership  (MEP)  currently  has  affiliated 
centers  in  42  states  and  Puerto  Rico.  The  MEP  centers  are  locally  run,  non-profit 
organizations  designed  to  help  link  sources  of  improved  manufacturing  technology 
and  modern  business  practices  with  the  small  and  mid-sized  companies  needing  as- 
sistance. The  fact  that  centers  are  encouraged  to  tailor  services  to  meet  the  needs 
dictated  by  location  and  manufacturing  client  base  is  a  positive  factor  in  our  being 
able  to  meet  the  needs  of  all  localities.  Some  common  services  are  offered  by  most 
extension  centers;  broadly,  these  include  helping  manufacturers  assess  their  current 
technology  and  business  needs,  define  avenues  for  change  and  implement  improve- 
ments. 

MEP  centers  and  field  offices  are  now  within  reach  of  approximately  85  percent 
of  the  Nation's  381,000  small  manufacturers.  An  example  of  MEP  presence  in  a 
state  where  there  are  smaller  manufacturers  and  lower  manufacturing  density  is 
the  MEP-affiliated  Nebraska  Industrial  Competitiveness  Service  (NICS)  located  in 
Lincoln,  Nebraska.  The  NICS  was  established  in  1994  and  is  affiliated  with  the  Ne- 
braska Department  of  Economic  Development.  The  center  serves  firms  throughout 
the  state  via  ten  field  agents  located  in  Grand  Island  (2  locations),  Lincoln  (3  loca- 
tions), Michell,  Milford,  Norfolk,  Omaha,  and  Scottsbluff. 

A  new  open  competition,  announced  in  the  May  6th  Federal  Register,  has  approxi- 
mately $20  million  available  to  support  the  establishment  of  new  centers  as  part 
of  the  NIST-managed  MEP. 

ATP 

Since  its  inception,  the  Advanced  Technology  Program  (ATP)  has  received  96  pro- 
posals from  the  more  rural  states,  where  there  are  smaller  manufacturers  and  lower 
manufacturing  density.  Six  awards  have  been  made  to  for-profit  companies  in  those 
states  either  as  a  single  applicant  or  as  the  lead  of  a  joint  venture.  Twenty-one  orga- 
nizations, including  for-profit  companies  who  are  non-lead  joint  venture  members, 
not-for-profit  organizations,  and  universities,  have  participated  in  the  program.  The 
more  rural  states  which  have  had  organizations  participate  in  ATP  projects  include 
Alabama,  Arkansas,  Kentucky,  Louisiana,  Maine,  Mississippi,  Nebraska,  Oklahoma, 
South  Carolina,  and  West  Virginia. 

The  ATP  is  working  more  closely  with  the  states  to  stimulate  the  kind  of  R&D, 
nationwide,  that  will  help  to  bridge  the  gap  from  basic  research  to  the  point  at 
which  private  funding  can  take  a  technology  into  the  market.  To  those  ends,  officials 
from  the  Commerce  Department  and  the  Science  and  Technology  Council  of  the 
States  (STCS),  a  working  group  of  the  National  Governor's  Association,  signed  an 
agreement  on  April  22,  1996,  to  increase  awareness  of  the  ATP  within  the  states. 
The  STCS  comprises  appointed  representatives  of  the  governors  charged  with  help- 
ing to  formulate  state-level  policy  on  science  and  technology  issues  and  working  to 
improve  state  and  federal  relations  on  national  science  and  technology  programs. 
The  agreement  was  signed  by  Commerce  Under  Secretary  for  Technology,  Dr.  Mary 
Good,  and  ATP  director,  Lura  Powell,  for  the  Commerce  Department,  and  by  indi- 
vidual members  of  the  STCS. 
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The  non-financial  memorandum  of  understanding  (MOU)  establishes  a  joint  work- 
ing group  to  examine  various  ways  to  implement  the  agreement  in  increasing  ATP 
awareness  within  the  states,  including:  (i)  increasing  the  awareness  among  local 
companies  of  the  ATP  as  a  possible  source  of  R&D  funding;  (ii)  establishing  state- 
based  counseling  services  to  aid  companies  in  the  preparation  of  project  proposals 
for  submission  to  ATP  competitions;  (iii)  helping  to  formulate  "white  papers"  on 
R&D  opportunities  in  particular  technologies  as  part  of  the  process  used  by  the  ATP 
to  establish  focussed  research  programs;  and  (iv)  establishing  a  local  ATP  point  of 
contact  to  facilitate  companies  in  obtaining  information  on  up-coming  ATP  competi- 
tions or  opportunities  to  benefit  from  ATP-sponsored  technologies. 

Question.  You  have  laboratories  in  Gaithersburg  and  Boulder.  What  kinds  of  op- 
portunities are  there  for  researchers  from  outside  of  NIST  to  collaborate  with  these 
laboratories? 

Answer.  NIST's  seven  laboratories  (Electronics  and  Electrical  Engineering  Labora- 
tory, Manufacturing  Engineering  Laboratory,  Chemical  Science  and  Technology  Lab- 
oratory, Physics  Laboratory,  Materials  Science  and  Engineering  Laboratory,  Infor- 
mation Technology  Laboratory,  and  Building  and  Fire  Research  Laboratory)  conduct 
R&D  on  many  scientific  topics.  NIST's  mission  is  "to  promote  U.S.  economic  growth 
by  working  with  industry  to  develop  and  apply  technology,  measurements,  and 
standards."  NIST's  programs  are  designed  to  help  U.S.  companies  achieve  their  own 
success,  and  each  program  provides  the  appropriate  collaboration  to  overcome  obsta- 
cles that  undermine  industrial  competitiveness. 

There  are  a  variety  of  methods  available  for  industrial  researchers  to  collaborate 
with  NIST.  Each  year,  NIST  works  with  over  1,200  Guest  Researchers  from  indus- 
try, government,  and  academia.  Additionally,  NIST  participates  in  approximately 
400  Cooperative  Research  and  Development  Agreements  (CRADA's)  each  year. 
CRADA's  are  mutually  beneficial  joint  R&D  efforts  between  NIST  and  industry. 
NIST  also  has  several  unique  facilities  that  it  makes  available  to  U.S.  industry  on 
a  proprietary  or  non-proprietary  basis.  Lastly,  on  a  day-to-day  basis,  NIST  conducts 
many  technical  conversations  on  an  informal  level.  Potential  collaborators  are  en- 
couraged to  begin  conversations  by  contacting  the  technical  programs  of  interest. 

Question.  How  large  is  the  NIST  SBIR  program?  How  many  Phase  I  and  Phase 
II  awards  were  made  in  each  state  in  fiscal  year  1995,  or  the  last  year  for  which 
such  data  is  available? 

Answer.  In  fiscal  year  1995,  the  SBIR  budget  was  $6  million  and  the  fiscal  year 
1996  budget  is  $4  million.  Please  see  the  Attachment  for  fiscal  year  1995  awards 
and  fiscal  year  1996  awards  made  thus  far. 

NUMBER  OF  NIST  SBIR  AWARDS  BY  STATE 

Fiscal  year      Fiscal  year      Fiscal  year 
State  1995  1995  1996 

(Phase  I)        (Phase  II)        (Phase  I) 

Alabama  

Arizona 

California 

Colorado  

Connecticut  

Florida  

Illinois 

Indiana  

Kansas  

Louisiana  

Massachusetts  

Maryland 

Michigan 

Minnesota  

Missouri  

New  Jersey 

New  Mexico 

New  York  

Ohio  

Oregon  

Pennsylvania  


3     

1 

1     

12 

4 

6 

2 

1 

1 

1 

1     . 

1     

1 

2     .... 

1 

1 

1     

9 

1 

8 

6 

1 

2 

2 

1     

2     

1 

2     

1 

2 

1 

1 

4 

1 

3 

2     

1 

2    

1 
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NUMBER  OF  NIST  SBIR  AWARDS  BY  STATE— Continued 


State 

Fiscal  year 

1995 
(Phase  1) 

Fiscal  year 

1995 
(Phase  II) 

Fiscal  year 

1996 
(Phase  1) 

6 

3 

4 

63 

16 

28 

Question.  How  do  you  determine  your  SBIR  focus  areas  or  categories?  What  were 
they  in  the  last  round? 

Answer.  The  SBIR  focus  areas  are  based  on  our  internal  organizations,  as  follows: 
Quality  Assurance,  Technology  Services,  Electronics  and  Electrical  Engineering, 
Manufacturing  Engineering,  Chemical  Science  and  Technology,  Physics,  Materials 
Science  and  Engineering,  Building  and  Fire  Research,  and  Information  Technology. 
Our  policy  is  to  allow  each  organizational  unit  (OU)  to  determine  the  specific  sub- 
topic  description  and  narrative  under  each  of  the  focus  areas  or  categories,  as  well 
as  the  total  number  of  subtopics  submitted  for  solicitation  of  proposals.  In  fiscal 
year  1995,  NIST's  solicitation  for  proposals  contained  106  topics  with  more  than  400 
proposals  received  and  evaluated.  In  fiscal  year  1996,  NIST's  solicitation  for  propos- 
als contained  115  topics  with  approximately  250  proposals  received  and  evaluated. 


SUBCOMMITTEE  RECESS 

Senator  Gregg.  We  wall  now  stand  in  recess  until  2  p.m.,  this 
afternoon  when  we  will  hear  testimony  from  the  Economics  and 
Statistics  Administration. 

[Whereupon,  at  10:44  a.m.,  Wednesday,  May  15,  the  subcommit- 
tee was  recessed,  to  reconvene  at  2  p.m.  the  same  day.] 


(Afternoon  Session,  2:11  p.m.,  Wednesday,  May  15,  1996) 

DEPARTMENT  OF  COMMERCE 

Economics  and  Statistics  Administration 

statement  of  everett  m.  ehrlich,  under  secretary,  eco- 
NOMIC AFFAIRS 

ACCOMPANIED  BY: 

J.  STEVEN  LANDEFELD,  DHIECTOR,  BUREAU  OF  ECONOMIC  ANAL- 
YSIS 
MARTHA  FARNSWORTH  RICHE,  DIRECTOR,  BUREAU  OF  THE  CEN- 
SUS 

OPENING  REMARKS 

Senator  HOLLINGS  [presiding].  I  think  the  main  thing,  we  are 
going  to  have  your  statement  in  full  in  the  record.  You  can  summa- 
rize it  as  you  wish.  The  main  thing  to  emphasize  is  whether  we  are 
going  for  the  economy  package  of  $3  billion  or  the  more  complete 
package  I  guess  by  the  actual  surveys — oh,  here  is  the  chairman 
now — which  would  be  $4  or  $5  billion.  That  is  what  I  would  like 
to  know. 

Senator  GREGG  [presiding].  Sorry,  I  had  a  meeting  with  Senator 
Dole.  Continue. 

COST  OF  THE  DECENNIAL  CENSUS 

Senator  Hollings.  I  was  just  pointing  out  that  we  would  ac- 
cept— you  can  take  over,  Mr.  Chairman,  because  we  just  momen- 
tarily— had  not  even  started — put  his  statement  in  full  in  the 
record  and  he  can  highlight  it  as  he  wishes.  I  wanted  to  know,  be- 
ginning early  on  here,  whether  we — as  I  understand  one  of  the 
packages  would  be  about  $3  billion  and  another  one  would  be  in 
the  area  of  $4.5,  $5  billion. 

Mr.  Ehrlich.  At  the  top  end  of  the  range. 

Senator  HOLLINGS.  At  the  top  end.  What  is  the  difference,  Mr. 
Ehrlich? 

Mr.  Ehrlich.  The  difference  has  much  to  do  with  the  degree  of 
statistical  sampling  that  we  use  to  substitute  for  expensive  field 
work. 

Senator  Hollings.  What  is  the  administration's  and  your  policy 
or  position? 

Mr.  Ehrlich.  The  proposal  that  we  have  put  forward  has  a  price 
tag  of  $3.9  billion  for  the  entire  decennial  cycle.  And  the  policy  in 
regard  to  the  issue  we  are  discussing  is  that  after  we  identify,  that 
is  contact  90  percent  of  the  addresses  in  every  county  in  the  coun- 
try, we  would  take  the  remaining  10  percent  and  sample  1  out  of 
10  of  them  and  use  those  information,  those  data  to  impute  the 
identities  of  the  others.  You  would  use  that  sampling  to  substitute 
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for  sending  people  out  on  repetitive  field  visits  to  find  this  last  in- 
crement of  the  population  who  generally  have  a  life  and  work  pat- 
tern that  makes  them  difficult  to  find,  or  who  do  not  want  to  be 
found,  or  who  are  distrustful  of  the  Government  in  general  and  of 
the  census. 

Senator  GREGG.  In  dollar  terms,  how  much  is  the  difference  be- 
tween getting  that  last  10  percent  by  going  out  and  physically  try- 
ing to  find  them  and  doing  it  by  statistical  projections? 

Mr.  Ehrlich.  That  specific  feature  is  around  $400  or  $500  mil- 
lion. That  is  not  the  only  source  of  savings  in  our  proposal,  but  it 
is  the  dominant  one. 

Senator  HOLLINGS.  Excuse  me,  Mr.  Chairman.  Go  right  ahead. 

Senator  Gregg.  No;  go  ahead. 

PREPARED  STATEMENTS 

Senator  Hollings.  Your  statement  is  in  the  record  and  we  have 
yet  to  hear  from  you.  So  go  ahead  and  summarize. 

Mr.  Ehrlich.  Our  statements  are  in  the  record  and  we  are  off 
to  the  races  and  we  like  it  that  way.  Let  me  simply  introduce  my- 
self. I  am  Everett  Ehrlich,  the  Under  Secretary  for  Economic  Af- 
fairs. With  me  is  Dr.  Martha  Riche,  who  is  the  Director  of  the  Cen- 
sus Bureau,  one  of  the  Nation's  leading  demographers,  formerly  of 
Dow  Jones  and  American  Demographics  magazine.  She  is  an  ap- 
pointee of  the  President,  confirmed  by  the  Senate.  With  me  also  is 
Dr.  Steven  Landefeld,  who  is  the  Director  of  the  Bureau  of  Eco- 
nomic Analysis,  formerly  the  chief  of  staff  of  the  Council  of  Eco- 
nomic Advisors  under  Dr.  Boskin.  He  is  a  career  appointee  who  di- 
rects BEA,  which  is  a  wholly  career,  nonpolitical  entity. 

With  that  said,  I  think  we  would  be  better  off  going  to  your  con- 
cerns. 

[The  statements  follow:] 

Prepared  Statement  of  Dr.  Everett  M.  Ehrlich 

Mr.  Chairman  and  Members  of  this  Subcommittee:  It  is  my  great  pleasure  to  ap- 
pear before  this  subcommittee  to  discuss  with  you  our  budget  proposal  for  fiscal 
year  1997. 

In  the  past  several  years,  we  have  taken  what  can  only  be  called  great  strides 
towards  focusing,  reorienting,  and  improving  our  nation's  leading  statistical  agen- 
cies, the  Bureau  of  Economic  Analysis  and  the  Bureau  of  the  Census.  In  each,  an 
active  program  of  redefinition  and  prioritization  is  underway.  And,  in  each,  imagina- 
tive new  programs  that  meet  the  nation's  pressing  needs  are  in  motion. 

One  of  our  leading  program  efforts,  of  course,  is  our  plan  for  the  decennial  census. 
As  Dr.  Riche's  statement  discusses  in  greater  detail,  we  unveiled  on  February  28 
a  comprehensive  new  approach  to  the  decennial  census  that  saves  nearly  a  billion 
dollars,  employs  over  200,000  fewer  people,  meets  all  of  the  census'  Constitutional 
and  statutory  mandates,  provides  opportunities  for  cost  sharing  among  agencies, 
builds  partnerships  with  state  and  local  governments,  and,  most  importantly,  gets 
one  answer  that  is  right  the  first  time.  We  have  done  so  by  building  partnerships 
with  businesses,  communities,  and  other  government  agencies  that  complement  our 
core  skills,  using  technology  and  statistical  methods  intelligently,  and  simplifying 
and  clarifying  both  our  forms  and  our  thinking. 

This  Congress'  concerns,  criticisms,  and  constructive  suggestions  have  played  a 
positive  role  in  developing  this  pathbreaking  new  design.  And  I  believe  that  we  have 
been  responsive  to  all  of  these  at  all  points  along  the  way.  We  look  forward  to  a 
continued  full  and  fair  hearing  of  our  plan. 

But  the  outcome  of  that  process,  both  in  this  subcommittee  and  among  our  au- 
thorizing bodies,  must  be  consensus  regarding  our  plans  for  the  2000  count.  It  is 
imperative  that  both  our  agencies  and  this  subcommittee  make  clear  our  thinking 
regarding  the  philosophy,  strategy,  and  operational  details  of  the  decennial.  We 
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need  this  consensus  now  in  order  to  move  forward  with  implementing  the  early  ele- 
ments of  our  design  in  a  cost-effective  manner.  Absent  this  agreement,  we  risk  de- 
laying our  improvements  and  producing  yet  another  decennial  that  wastes  the  tax- 
payers' money  and  our  respondents'  time,  even  as  it  throws  the  issue  of  Congres- 
sional reapportionment  and  state  redistricting  into  the  courts. 

We  face  a  similar  situation  with  regard  to  our  economic  statistics.  There  is  a  gen- 
eral consensus  among  the  market  participants,  policy  makers,  and  economic  ana- 
lysts who  use  these  data  that  they  must  be  improved  to  accommodate  the  tremen- 
dous changes  underway  in  our  economy.  Last  year,  our  widely-endorsed  Mid-Decade 
Review — the  first  comprehensive  strategic  plan  for  improving  our  nation's  economic 
accounts  in  four  decades — provided  us  with  a  roadmap  for  doing  exactly  that.  We 
are  already  eliminating  old  efforts  and  trying  to  promote  new  ones  in  order  to  make 
the  vision  of  that  Review  a  reality. 

It  is  now  up  to  us  to  decide  whether  we  want  to  maintain  the  quality  of  our  na- 
tion's core  economic  data.  I  believe  that  we  must.  We  need  to  acknowledge  that  our 
data  on  prices,  output,  productivity,  and  trade  are  as  much  a  part  of  our  nation's 
commercial  infrastructure  as  are  its  ports,  roads,  and  bridges.  Again,  we  need  to 
reach  consensus  as  to  our  goals  and  the  best  way  to  get  there. 

We  are  making  progress  on  other  fronts,  as  well.  We  have  a  program  to  reduce 
the  paperwork  burden  on  business  that  we  will  ask  you  to  support.  We  are  imple- 
menting overhauls  of  our  computer  systems  that  have  been  reviewed  extensively  by 
outside  experts  and  that  need  your  support  as  well.  We  are  developing  new  data 
collection  methods,  such  as  continuous  measurement,  that  will  let  us  produce  a 
broad  range  of  ongoing  data  for  states,  cities,  and  rural  areas  rather  than  once-a- 
decade  snapshots.  All  of  these  efforts  speak  to  a  revitalized  and  refocused  statistical 
system. 

We  hope  that  today's  hearing  will  start  us  on  the  road  toward  the  consensus  that 
we  need  to  produce  in  order  to  meet  our  shared  goals,  Mr.  Chairman,  and  look  for- 
ward to  continuing  to  work  with  you  in  that  spirit.  Thank  you. 


Prepared  Statement  of  J.  Steven  Landefeld 

As  outlined  by  Under  Secretary  Ehrlich,  the  Bureau  of  Economic  Analysis'  two 
priorities  for  fiscal  year  1997  are  implementing  the  next  steps  in  both  our  Mid-Dec- 
ade Strategic  Plan  and  in  our  Information  Technology  Strategic  Plan.  BEA's  budget 
request  for  fiscal  year  1997  is  for  $48.6  million,  which  includes  base  funding  of  $42.3 
million,  an  increase  of  $4.9  million  to  complete  the  next  steps  in  the  Mid-Decade 
Strategic  Plan,  an  increase  of  $2.3  million  to  complete  the  next  steps  in  the  Informa- 
tion Technology  Strategic  Plan,  and  decreases  of  $0.9  million  in  administrative  and 
analytical  activities. 

BEA's  Mid-Decade  Strategic  Plan  is  a  multi-year  plan  for  maintaining  and  im- 
proving GDP  and  related  national,  regional,  and  international  economic  accounts 
data.  The  plan  is  based  on  a  comprehensive  review  of  the  economic  accounts  con- 
ducted in  1994,  and  a  draft  strategic  plan  presented  and  refined  at  a  national  sym- 
posium of  leading  economic  data  users  in  March  1995.  The  final  plan  calls  for  up- 
dated measures  of  output  and  prices;  better  measures  of  investment,  saving,  and 
wealth;  and  improved  measures  of  international  transactions. 

To  make  a  down  payment  on  the  most  urgent  priorities,  BEA  reallocated  re- 
sources from  existing  programs  in  fiscal  years  1995  and  1996.  In  fiscal  year  1995, 
BEA  transferred  the  Leading  Economic  Indicators  to  a  private  organization,  the 
Conference  Board.  In  fiscal  year  1996,  BEA  phased  out  the  regional  projections,  and 
pollution  abatement  and  control  programs;  and  will  produce  detailed  plant-level 
data  on  foreign  direct  investment  on  a  5-year  rather  than  an  annual  cycle. 

With  the  resources  freed  up  from  these  reallocations,  BEA  introduced  improve- 
ments in  all  three  areas  outlined  in  the  Mid-Decade  plan  including:  (1)  Improved 
measures  of  output  and  prices  using  up-to-date  annual  weights  that  eliminate  the 
bias  in  estimates  of  real  GDP  growth  and  inflation  associated  with  fixed  weights, 
and  a  new  quality-adjusted  measure  of  output  and  prices  for  semiconductors;  (2)  a 
more  comprehensive  measure  of  investment  and  capital  that  treats  government  pur- 
chases of  structures  and  equipment  symmetrically  with  business  investment,  and 
improved  estimates  of  depreciation;  and  (3)  revised  surveys  to  obtain  greater  detail 
on  multinational  companies'  international  trade  in  services  and  new  surveys  to  ob- 
tain data  on  international  trade  in  financial  services. 

But  we  have  exhausted  the  opportunities  to  cut  more  programs  without  com- 
promising the  quality  of  our  basic  measures  of  national  economic  performance.  We 
are  seeking  funding  in  the  fiscal  year  1997  budget,  therefore,  to  implement  the  next 
steps  in  the  Mid-Decade  Strategic  Plan,  including  new  and  improved  measures  of 
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zation  of  production.  These  improvements  are  critical  to  support  informed  National 
debate  on  such  issues  as  the  economy's  long-term  noninflationary  growth  potential 
and  the  impact  of  technological  change  on  economic  growth  and  productivity.  This 
debate  is  now  being  conducted  on  the  pages  of  the  leading  business  journals  such 
as  the  Wall  Street  Journal,  Business  Week,  and  the  Economist,  the  business  pages 
of  national  newspapers  such  as  the  New  York  Times  and  the  Washington  Post,  and 
leading  professional  economics  journals. 

The  initiatives  outlined  in  the  fiscal  year  1997  budget  include  extending  BEA's 
pathbreaking  work  on  the  quality-adjustment  of  output  and  prices  beyond  comput- 
ers and  semiconductors  to  other  high-technology  products,  such  as  telecommuni- 
cations equipment  and  computer  software,  and  to  hard-to-measure  services,  such  as 
insurance,  finance,  and  medical  care.  In  recent  years,  concern  has  continued  to  grow 
about  the  possibility  that  existing  price  indexes  foi  these  products  and  services  are 
biased  because  they  do  not  adequately  capture  the  effect  of"  quality  changes.  If  prob- 
lems in  measuring  quality  changes  cause  the  rate  of  price  increase  to  be  overstated, 
real  (price-adjusted)  gross  domestic  product  will  be  understated,  as  will  measures 
of  productivity  change  and  the  economy's  long-term,  sustainable  non-inflationary 
growth  rate.  Moreover,  overstatement  of  inflation  has  direct  implications  for  the 
Federal  budget. 

BEA  will  also  work  with  Census  to  update  and  improve  the  coverage  of  key  com- 
ponents of  GDP  to  reduce  revisions  in  the  estimates,  particularly  for  the  construc- 
tion, transportation,  communication,  utilities,  insurance,  and  real  estate  industries, 
as  well  as  for  inventories  and  State  and  local  government  expenditures.  BEA  also 
plans  to  update  the  structure  and  organization  of  the  accounts  by  working  with  Cen- 
sus to  complete  and  implement  the  new  North  American  Industrial  Classification 
System  to  better  reflect  changes  in  the  composition  of  output  and  the  way  in  which 
it  is  produced  and  distributed;  by  providing  clearer,  separate  pictures  of  nonprofit 
institutions  and  households;  and  by  providing  a  more  comprehensive  picture  of  the 
functional  role  of  governments — Federal,  State,  and  local. 

Additional  progress  in  developing  better  measures  of  investment,  saving,  and 
wealth  will  include  further  updating  of  the  accounts  to  include  investments  in  soft- 
ware. In  the  national  accounts,  investment  has  traditionally  been  limited  to  busi- 
ness investment,  but  a  broader  and  more  up-to-date  view  would  include  highways, 
dams,  and  other  public  infrastructure,  which  BEA  recently  began  treating  as  invest- 
ment, as  well  as  intangible  assets,  such  as  computer  software. 

Further  progress  in  improving  measures  of  international  transactions  will  include: 
(1)  Integrating  new  detail  on  multinational  companies'  international  trade  in  serv- 
ices from  BEA's  revised  surveys  of  U.S.  direct  investment  abroad;  integrating  the 
results  of  BEA's  new  benchmark  and  annual  surveys  of  financial  services;  and  de- 
veloping pilot  quarterly  surveys  for  the  most  important  nonfinancial  services  on 
which  only  annual  data  are  now  collected;  (2)  developing  and  incorporating  esti- 
mates of  the  full  market  value  of  trade  in  computer  software;  and  (3)  improving  the 
data  on  international  financial  instruments,  particularly  on  portfolio  investments 
and  derivatives. 

BEA's  Information  Technology  Strategic  Plan  is  an  ambitious,  but  critical,  pro- 
gram to  move  to  an  integrated  micro-computer  network  environment  in  fiscal  year 
1997,  when  BEA  expects  to  retire  its  1970's  vintage  mainframe  computer  and  its 
associated  software.  The  Information  Technology  Strategic  Plan,  which  is  based  on 
a  benchmarking  of  BEA's  existing  system  against  the  computer  systems  used  by  sta- 
tistical offices  in  other  countries  and  against  best-practices  technology  in  the  United 
States,  brings  together  BEA's  customer  service,  mid-decade  review,  and  computer 
re-engineering  efforts. 

The  integrated  system  will:  (1)  Increase  the  accuracy,  reliability,  and  timeliness 
of  BEA's  data  through  standardized  data  transfer  and  on-line  interactive  editing 
and  processing  systems  for  source  data;  (2)  increase  the  timeliness  of  BEA's  data 
products  and  accessibility  to  its  products  by  a  wide  range  of  customers  through  ex- 
panded Internet  access  and  use  of  other  electronic  gateways;  and  (3)  reduce  respond- 
ent burden  and  increase  accuracy  and  timeliness  through  electronic  filing  of  BEA's 
surveys  of  direct  investment  and  international  services. 


Prepared  Statement  of  Martha  Farnsworth  Riche 

Thank  you,  Mr.  Chairman,  and  members  of  the  Committee.  I  appreciate  the  op- 
portunity to  present  the  Census  Bureau's  budget  request  for  fiscal  year  1997. 

The  Census  Bureau's  mission  is  to  collect,  produce,  and  disseminate  high  quality, 
timely,  and  relevant  statistics  about  the  American  people  and  their  economy. 
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We  have  made  a  serious  effort  to  prioritize  our  activities  around  this  mission.  In 
fiscal  year  1996,  we  eliminated  several  surveys  to  fund  our  work  on  the  new  North 
American  Industrial  Classification  System  (NAICS).  In  fiscal  year  1997,  we  will  con- 
tinue to  eliminate  the  least  valuable  surveys  and  reports  and  focus  our  efforts  on 
priority  activities,  including  Census  2000,  improving  statistics  for  the  services  in- 
dustries that  make  up  a  growing  share  of  our  nation's  economy,  and  increasing  our 
reimbursable  work. 

We  recognize  the  fiscal  constraints  faced  by  you  and  your  colleagues  in  the  Con- 
gress. Our  request  does  its  part  to  help  you  by  continuing  to  streamline  aggressively 
our  organization.  Our  Full  Time  Equivalent  (FTE)  staffing  level,  from  appropriated 
funds,  is  15  percent  below  its  level  10  years  ago.  And  our  plan  for  conducting  Cen- 
sus 2000,  the  largest  component  of  our  request,  calls  for  employing  many  fewer  peo- 
ple at  its  peak  when  compared  with  replicating  the  1990  census. 

We  are  incorporating  methodological  innovations  and  advanced  technologies  into 
our  key  programs  when  these  investments  will  improve  productivity,  cut  costs,  and 
increase  customer  satisfaction.  For  example,  our  field  interviewers  now  use  laptop 
computers  to  collect  about  30  percent  of  our  monthly  survey  information.  The  com- 
puters save  time  for  respondents  and  increase  the  accuracy  of  data  entry.  We  plan 
to  increase  the  computer  assisted  data  collection  to  cover  50  percent  of  our  monthly 
surveys  next  year. 

In  short,  we  are  focusing  our  efforts  to  create  a  productive  and  lean  organization 
with  a  strong  customer  focus  that  will  take  us  into  the  21st  century.  We  have  un- 
dertaken a  serious  effort  to  improve  our  organization  and  performance,  and  will  con- 
tinue these  efforts. 

Let  me  emphasize  how  crucial  fiscal  year  1997  funding  is  to  the  success  of  our 
programs.  Funding  for  this  year  and  the  several  that  follow  buildup  the  critical  ac- 
tivities not  only  of  the  decennial  census,  but  also  of  the  economic  censuses  and  the 
Continuous  Measurement  program.  Because  census  deadlines  are  fixed,  we  can  no 
longer  defer  investments  that  will  produce  both  cost  savings  and  quality  improve- 
ments in  the  census  years.  Unless  the  Continuous  Measurement  program  can  be 
benchmarked  to  Census  2000,  the  opportunity  to  base  the  2010  census  primarily  on 
administrative  records  will  be  lost. 

The  remainder  of  my  testimony  discusses  key  areas  of  our  fiscal  year  1997  re- 
quest. 

DECENNIAL  CENSUS 

On  February  28,  1996,  we  publicly  unveiled  our  plan  for  a  faster,  less  costly,  and 
more  accurate  Census  2000.  Shortly  before  that,  I  briefed  House  staff  on  the  plan, 
and  last  October,  I  testified  at  a  House  Government  Reform  and  Oversight  Sub- 
committee hearing  on  elements  of  the  plan. 

The  plan  is  built  around  four  fundamental  strategies:  (1)  to  develop  partnerships 
with  the  U.S.  Postal  Service  and  state,  local,  and  tribal  governments  to  improve  the 
address  list  and  response  rates  in  their  areas,  and  to  contract  with  the  "best  provid- 
ers" for  functions  such  as  facilities  management  and  advertising;  (2)  to  keep  Census 
2000  simple  by  making  it  easier  for  people  to  respond  in  ways  that  suit  their  con- 
venience and  by  simplifying  the  forms;  (3)  to  use  new  technologies  effectively;  and 
(4)  to  ensure  the  most  effective  use  of  statistical  methods  to  reduce  cost  and  improve 
accuracy. 

In  1992,  the  Congress  asked  the  National  Academy  of  Sciences  to  determine  the 
fundamental  requirements  for  Census  2000.  With  one  important  exception,  our  plan 
reflects  recommendations  included  in  its  report,  Modernizing  the  U.S.  Census.  The 
exception:  sampling  after  90  percent  of  households  have  responded,  rather  than 
after  70  percent  have  responded,  as  the  Academy  recommended.  Although  the  Acad- 
emy's recommendation  is  certainly  lower  cost,  we  feel  it  is  inconsistent  with  public 
unease  regarding  a  departure  from  the  traditional  political  and  public  meaning  of 
the  census. 

Fiscal  year  1997  is  a  pivotal  year  for  the  Census  2000  cycle.  It  is  the  year  in 
which  our  activities  must  change  from  primarily  planning  and  testing  to  beginning 
full  implementation.  The  funding  we've  requested  is  needed  to  implement  the  most 
successful  new  methods  and  technologies  we  have  been  testing — such  as  refining  the 
easy-to-complete  questionnaires;  acquiring  and  installing  more  efficient  data  capture 
and  data  processing  systems;  building  partnerships  with  state,  local,  and  tribal  gov- 
ernments; using  marketing  professionals  to  design  an  effective  advertising  cam- 
paign; completing  work  to  produce  the  results  and  distribute  them  more  rapidly 
than  in  1990;  and  developing  the  quality  control  procedures  designed  to  support  the 
removal  of  redundant  activities  and  ensure  a  census  that  is  right  the  first  time. 
These  funds  will  provide  the  investment  needed  to  save  nearly  $1  billion  over  the 
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Census  2000  cycle  (when  contrasted  to  the  cost  of  replicating  the  1990  count  at  to- 
day's labor  rates  and  with  the  workload  expected  in  2000). 

A  significant  reduction  below  the  President's  request  would  have  extremely  det- 
rimental effects.  A  short  term  lack  of  funding  would  force  us  to  rely  on  older,  more 
costly  methods  for  conducting  Census  2000;  methods  we  assume  this  Congress  does 
not  want  to  pay  for  and  that  do  not  deliver  the  improved  accuracy  this  Committee 
has  asked  of  us.  Already,  because  of  fiscal  constraints,  we  have  cancelled  testing  of 
several  promising  methods  and  technologies  and  postponed  important  outreach 
work.  Further  cuts  will  threaten  the  most  basic  elements  of  Census  2000,  such  as 
developing  with  the  U.S.  Postal  Service  and  local  governments  an  address  list  that 
will  enable  us  to  deliver  a  census  form  to  every  housing  unit  in  America.  We  need 
to  invest  this  year  if  we  are  going  to  save  money  by  hiring  fewer  temporary  employ- 
ees later  and  still  deliver  a  better  census.  Our  fiscal  year  1997  request  is  an  in- 
crease of  $56.2  million  over  the  fiscal  year  1996  Continuing  Resolution,  but  funding 
would  still  be  less  than  for  the  same  year  in  the  1990  census  cycle  (fiscal  year  1987), 
when  adjusted  for  inflation. 

ECONOMIC  CENSUSES 

Fiscal  year  1997  is  also  a  crucial  year  in  planning  and  preparing  for  the  Nation's 
economic  statistics,  including  the  Economic  Censuses  and  the  Census  of  Govern- 
ments. Our  request  includes  only  the  minimal  funds  needed  to  complete  key  pre- 
paratory activities  for  them. 

The  Economic  Censuses  are  the  primary  source  of  detailed  facts  about  the  struc- 
ture of  the  U.S.  economy,  providing  the  foundations  for  most  economic  analysis  by 
government  and  business.  They  also  enable  us  to  limit  data  collection  to  smaller 
surveys  in  the  four  years  that  follow  the  censuses.  In  fiscal  year  1997,  we  must:  de- 
termine the  content  of  each  census,  develop  and  prepare  20  million  mailing  pack- 
ages tailored  to  over  500  different  industries,  and  assemble  the  data  collection  and 
processing  system.  The  request  is  an  increase  of  $8  million  from  the  fiscal  year  1996 
level,  representing  the  heightened  level  of  activity  at  this  point  in  the  6-year  cycle 
for  these  censuses. 

The  related  Census  of  Governments  provides  information  about  public  finance, 
public  employment,  state  and  local  government  organization  and  structure,  and  tax 
administration.  The  funding  we  are  requesting  for  fiscal  year  1997  will  support  the 
directory  survey  of  91,000  local  governments,  a  step  which  is  critical  to  updating  ad- 
dress lists,  as  well  as  printing  all  forms,  questionnaires,  and  related  materials  nec- 
essary to  conduct  that  census.  The  request  is  a  $1.7  million  increase  over  the  fiscal 
year  1996  level. 

We  are  not  requesting  funds  to  conduct  the  1997  Census  of  Agriculture,  a  savings 
to  us  of  about  $16  million.  Rather,  the  Department  of  Agriculture  is  requesting 
those  funds  in  keeping  with  the  philosophy  that  surveys  should  be  paid  for  by  those 
agencies  that  have  a  specific  interest  in  the  information  being  collected. 

I'd  like  to  emphasize  again  that  the  level  of  funding  we  are  requesting  for  the  cen- 
suses is  the  bare  minimum.  At  these  levels,  the  scope  of  the  1997  censuses  will  not 
be  as  complete  as  in  prior  censuses. 

ECONOMIC  MEASURES 

Over  the  past  year,  we  restructured  our  current  economic  program  to  preserve  the 
quality  of  our  core  economic  statistics  and  address  known  weaknesses  in  them.  For 
fiscal  year  1997,  we  are  requesting  funds  for  four  critical  efforts:  modernizing  the 
North  American  Industrial  Classification  System  (NAICS);  surveying  and  measuring 
new  service  industries;  reducing  respondent  burden  for  business;  and  improving  key 
monthly  indicators. 

NAICS  is  the  first  total  revision  of  the  industry  classification  system  since  the 
1930's.  It  will  incorporate  the  enormous  changes  that  have  taken  place  in  the  tech- 
nology, production,  and  service  delivery  sectors  of  the  U.S.  economy  during  recent 
decades.  Further,  it  will  provide  a  common,  updated  classification  system  for  the 
U.S.,  Canada,  and  Mexico,  that  can  be  used  to  measure  the  effects  of  trade  with 
these  partners. 

The  service  sector  accounts  for  75  percent  of  gross  domestic  output  and  is  the  fast- 
est growing  sector  of  the  economy.  However,  timely  and  comprehensive  data  on  the 
finance,  insurance,  and  real  estate  industries  are  sparse.  Our  proposed  program  will 
survey  these  industries,  collect  data,  and  establish  measures  of  industry  output  and 
expenditures. 

As  part  of  our  effort  to  emphasize  simplicity  and  reduce  costs,  we  are  committed 
to  reducing  the  reporting  burden  faced  by  companies  and  individuals  that  complete 
our  surveys  and  requests.  We  will  do  this  by  fully  exploring  the  use  of  administra- 


433 

tive  records  maintained  by  establishments  and  other  federal  agencies  and  electronic 
reporting  approaches  to  avoid  time  consuming  paper  surveys  and  redundant  key 
entry  of  data. 

Finally,  we  need  to  improve  the  nations's  key  economic  indicators,  including  those 
for  current  retail  and  wholesale  trade  and  construction  statistics.  These  are  monthly 
measures  thai  move  markets  and  affect  policy,  and  they  need  to  be  as  complete  and 
accurate  as  possible.  Our  1997  request  will  enable  us  to  increase  the  sample  size 
for  the  advance  monthly  retail  survey,  review  the  scope,  content  and  measurement 
of  wholesale  trade,  and  develop  data  on  nonresidential  reconstruction  and  construc- 
tion prices. 

As  part  of  our  restructuring  during  fiscal  year  1996,  we  dropped  several  lower  pri- 
ority activities.  We  eliminated:  (1)  the  monthly  and  annual  Nonresidential  Permits 
Survey;  (2)  the  quarterly  Trade  and  Employment  and  annual  Output,  Exports,  and 
Imports  reports;  (3)  the  Exports  from  Manufacturing  Establishments  Report;  (4)  the 
Survey  of  Pollution  Abatement  Costs  and  Expenditures;  and,  (5)  the  semiannual  In- 
vestment Plans  Survey.  Even  after  eliminating  those  surveys,  we  require  an  in- 
crease in  funding  for  fiscal  year  1997  in  order  to  carry  out  critical  economic  statis- 
tics work. 

DEMOGRAPHIC  MEASURES 

The  Census  Bureau  regularly  collects  a  vast  array  of  demographic  data  for  gov- 
ernment policy  makers  on  such  topics  as  income  and  poverty,  race,  ethnicity,  family 
composition,  and  living  arrangements.  We  are  requesting  increases  for  two  high-pri- 
ority programs,  Continuous  Measurement  and  Intercensal  Demographic  Estimates. 

The  goal  of  the  Continuous  Measurement  program  is  to  meet  congressional  de- 
mand to  separate,  in  the  next  decade,  collecting  data  for  policy  making  from  data 
for  reapportioning  Congress.  Moving  data  collection  from  the  decennial  census  to  a 
separate  program  will  also  meet  the  growing  demand  from  policy  makers  and  plan- 
ners for  demographic  information  on  communities  of  all  sizes  updated  more  than 
once  every  10  years.  The  increase  requested  for  1997  will  allow  us  to  complete  sec- 
ond-year testing  for  the  program,  evaluate  its  effectiveness,  and  field  the  American 
Community  Survey  in  1999  so  that  it  can  be  benchmarked  against  the  decennial 
census.  Benchmarking  in  2000  is  critical  not  only  to  eliminate  the  long  form  in 
2010,  but  also  to  permit  us  to  expand  dramatically  the  use  of  administrative  records 
in  the  next  century.  In  other  words,  funding  the  Continuous  Measurement  program 
would  substantially  reduce  the  overall  cost  of  future  decennial  censuses  and  dra- 
matically cut  the  funding  needed  in  the  census  year.  Another  advantage  of  the 
American  Community  Survey  is  that  it  greatly  simplifies  our  efforts  to  link  up 
states  and  federal  agencies  requesting  program-specific  demographic  information 
with  the  costs  of  collecting  that  information. 

Although  relatively  small  in  comparison  with  many  of  our  programs,  the 
Intercensal  Demographic  Estimates  program  is  a  significant  activity.  This  program 
annually  estimates  the  population  of  states,  counties,  metropolitan  areas,  and  urban 
places  in  years  between  decennial  censuses,  as  required  by  law.  These  estimates  are 
used  to  establish  state  bonding  authority  and  in  the  allocation  of  many  federal  pro- 
gram benefits  to  state,  county,  local,  and  tribal  units  of  government.  They  also  are 
crucial  for  conducting  all  the  demographic  surveys  (including  the  American  Commu- 
nity Survey)  during  the  years  between  the  decennial  censuses,  because  they  provide 
population  estimates  that  allow  the  surveys  to  interview  fewer  people,  thus  achiev- 
ing significant  cost  savings,  while  maintaining  accuracy.  The  fiscal  year  1997  fund- 
ing request  would  allow  us  to  use  fully  administrative  records  from  other  govern- 
ment agencies,  as  well  as  other  techniques  to  improve  the  estimates  for  small  geo- 
graphic areas. 

INNOVATION 

New  technological  capabilities  are  an  essential  part  of  our  efforts  to  improve  pro- 
ductivity, cut  costs,  and  increase  customer  satisfaction.  We  have  several  moderniza- 
tion programs  including  the  Computer  Assisted  Survey  Information  Collection 
(CASIC)  program,  Data  Processing  Systems,  Sample  Redesign,  and  Geographic  Sup- 
port. 

The  CASIC  office  has  identified  and  introduced  tools  that  allow  the  Census  Bu- 
reau to  re-engineer  the  way  it  conducts  business.  Many  CASIC  activities,  such  as 
computer  assisted  interviewing,  electronic  data  interchange,  integrated  progress 
monitoring,  imaging  technology,  and  automated  geographic  listing  and  sampling 
systems,  enable  the  Census  Bureau  to  deliver  improved  and  more  timely  products 
to  federal  agencies  and  other  customers.  We  are  requesting  funds  to  allow  us  to  con- 
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tinue  to  implement  these  technologies  in  ways  which  will  best  control  costs,  reduce 
our  employment,  and  improve  the  timeliness  and  accuracy  of  our  data. 

Data  Processing  Systems  provides  Information  Technology  (IT)  support  and  oper- 
ational services  for  processing  our  surveys  and  censuses;  manages  our  long-range 
IT  strategic  plan  and  purchasing  program;  and  provides  the  standard  tools  to  auto- 
mate manual  and  other  labor-intensive  census  operations.  We  are  requesting  funds 
to  consolidate  our  computer  operations  and  move  into  a  new  computer  facility  sched- 
uled for  occupancy  in  May  1997.  This  modern  facility  will  provide  the  support  the 
Bureau  needs  to  operate  in  today's  technology  environment,  such  as  fiber  optic  com- 
munications, uninterruptible  power  supplies,  emergency  generators,  power  distribu- 
tion units,  and  computerized  monitoring  and  security  systems.  Our  current  facilities 
are  outmoded  and  present  a  high  risk  to  our  operations. 

The  Sample  Redesign  activities  identify  the  sample  households  used  in  the  demo- 
graphic surveys  conducted  between  decennial  censuses.  This  refreshed  sample  is 
needed  to  accurately  reflect  up-to-date  characteristics  of  our  changing  population.  If 
a  survey  is  based  on  a  sample  of  households  that  doesn't  reflect  the  makeup  of  the 
population,  the  results  will  be  less  accurate.  Because  the  population  changes  signifi- 
cantly between  decennial  censuses,  the  samples  used  for  surveys  need  to  be  adjusted 
periodically. 

For  more  than  two  decades,  we  have  been  at  the  forefront  of  work  on  digital  car- 
tography and  automated  geographic  information  systems.  Geographic  Support,  using 
these  technologies,  has  helped  control  costs  and  improve  the  timeliness  of  data.  The 
availability  of  a  complete,  nationwide,  computerized  map  database,  called  TIGER 
(Topologically  Integrated  Geographic  Encoding  and  Referencing)  linked  with  a  com- 
plete, nationwide  computerized  address  list  (Master  Address  File  or  MAF)  lets  us 
rapidly  assign  residential,  business,  and  farm  addresses  to  correct  geographic  loca- 
tions. It  also  lets  us  rapidly  produce  high  quality  maps  and  other  geographic  prod- 
ucts needed  to  support  critical  aspects  of  all  our  data  collection,  processing,  and  dis- 
semination processes.  None  of  our  censuses  and  surveys  can  attain  high  quality  re- 
sults without  a  strong  geographic  support  activity. 

FINANCIAL  MANAGEMENT 

The  Bureau  is  also  dedicated  to  improving  its  financial  management.  An  impor- 
tant piece  of  this  strategy  is  our  plan  to  implement  the  new  Commerce  Administra- 
tive Management  System  (CAMS).  We  expect  this  new  system,  scheduled  to  begin 
in  the  fall  of  1996,  to  help  the  Bureau  improve  its  ability  to  identify  true  costs  and 
outputs,  and  better  measure  its  performance. 

As  part  of  our  emphasis  on  improving  performance  management,  and  in  prepara- 
tion for  using  a  new  core  financial  system,  we  have  conducted  a  major  study  of  our 
cost  allocation  structure,  a  concern  we  share  with  the  Inspector  General.  Aided  by 
a  national  accounting  firm,  we  have  developed  a  proposal  that  will  greatly  improve 
our  performance.  We  expect  to  transmit  to  you  shortly  a  fiscal  year  1997  budget 
amendment  that  would  enable  us  to  proceed  by  replacing  the  currently  authorized 
Interfund  with  a  Working  Capital  Fund. 

BUDGET  REQUEST  SUMMARY 

In  conclusion,  let  me  summarize  our  fiscal  year  1997  request.  We  are  requesting 
a  total  of  $399,355,000  for  fiscal  year  1997.  Our  requested  obligations  of 
$404,055,000  are  partially  financed  by  an  estimate  of  $4.7  million  in  prior  year  re- 
coveries. Including  program  changes,  administrative  savings,  and  staffing  savings, 
our  fiscal  year  1997  request  represents  a  net  increase  of  $115,243,000  in  budget  au- 
thority compared  with  the  fiscal  year  1996  Continuing  Resolution. 

The  request  covers  two  appropriations.  For  the  Salaries  and  Expenses  appropria- 
tion, we  are  requesting  $150,665,000,  an  increase  of  $16,853,000  over  the  1996  Con- 
tinuing Resolution.  For  the  Periodic  Censuses  and  Programs  appropriation,  we  are 
requesting  $248,690,000,  which  is  $98,390,000  more  than  the  1996  Continuing  Reso- 
lution. 

This  concludes  my  prepared  statement.  I  will  be  pleased  to  answer  any  questions 
that  you  may  have.  Thank  you,  Mr.  Chairman. 

SAMPLING  THE  POPULATION 

Senator  GREGG.  I  think  Senator  Hollings  obviously  started  off 
with  the  core  issue  here  which  is  the  difference  between  statis- 
tical  
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Senator  Hollings.  Yes;  let  me  hear  from  the  real  professional. 
I  know  you  are  from  Dow  Jones.  You  are  the  one  that  has  got  that 
market  going  up  and  down.  How  about  the  census  itself,  can  we  get 
a  real  reliable  census  and  an  economic  census  and  not  have  to 
spend  that  much  money,  or  is  it  really  in  essence  of  satisfying  polit- 
ical niceties?  You  get  into  these  cases  later  on  with  respect  to  mi- 
norities who  think  they  have  not  been  counted,  other  groups  think 
they  have  not  been  counted.  So  in  legal  costs  and  everything,  do 
we  forgo  all  those  legalisms  by  going  and  making  the  expensive  one 
in  the  first  instance? 

Ms.  RlCHE.  After  the  last  census  people  said  they  did  not  want 
to  go  through  all  that  again,  and  the  Congress  chartered  a  panel 
at  the  National  Academy  of  Sciences.  They  spent  2  years  and  came 
up  with  a  lot  of  paper  talking  about  what  we  could  do  to  go  on  to 
a  new  way  of  doing  the  census  that  would  both  be  less  expensive 
and  more  accurate.  Our  plan  is  pretty  much  the  plan  that  was  rec- 
ommended by  this  panel.  The  only  difference  between  their  plan 
and  our  plan  is  that  we  are  taking  a  more  conservative  approach 
to  the  use  of  sampling. 

Senator  Hollings.  What  do  you  mean  when  you  say,  more  con- 
servative? 

Ms.  RlCHE.  They  have  said  that  if  we  were  to  put,  as  we  plan 
to,  more  effort  up  front  into  getting  people  to  understand  the  cen- 
sus, making  it  easy  for  them  to  respond,  having  an  easy  to  use 
form,  if  we  made  that  kind  of  effort  to  mail  out  the  form  and  get 
it  mailed  back,  then  they  recommended  that  we  sample  the  re- 
mainder of  the  people  who  do  not  respond,  almost  the  bulk  of  them. 
As  Dr.  Ehrlich  said,  we  are  planning  to  go  up  to  90  percent  of  a 
county.  They  had  said  quit  at  70  percent  after  you  have  gotten  the 
traditional  kind  of  response  and  sample  the  remainder.  But  we  felt 
that  did  not  meet  the  public's  conception  of  what  a  census  would 
be. 

Senator  Hollings.  So  the  actual  presentation  and  the  request 
now  for  appropriations  is  in  accordance  with  that  particular  study? 

Ms.  RlCHE.  In  accordance  with  this  plan  with  that  one  exception. 

Senator  Hollings.  With  the  one  exception.  What  has  been — give 
me  again  the  final  figure.  It  is  $3.9  billion  overall? 

Ms.  RlCHE.  Our  plan  is  $3.9  billion.  We  could  save  considerably 
more  if  we  followed  the  academy's  recommendation.  I  should  point 
out,  this  panel  was  chaired  by  Dr.  Charles  Schultz,  a  former  Presi- 
dential economic  advisor  and  at  the  Brookings  Institute,  and  it  had 
pretty  much  all  the  experts  from  every  interested  group  in  the 
country. 

Senator  Hollings.  You  say  it  would  save  considerably  more. 
How  much  is  that  in  dollars? 

Ms.  RlCHE.  I  think  in  the  chart  that  Senator  Gregg  has  in  front 
of  him,  we  could  probably  save  at  least  another  $500  million  if  we 
were  to  sample  as  extensively  as  the  academy  recommended. 

Senator  Hollings.  So  the  least  amount  then  would  be  $3.5  bil- 
lion? 

Ms.  RlCHE.  I  think  actually  we  might  have  $3.2  billion  there. 

Mr.  Ehrlich.  I  believe  if  we  were  to  do  a  bare  bones  census  in 
the  following  sense,  we  mail  you  a  form.  If  you  do  not  send  it  back 
we  mail  you  a  reminder.  Then  if  you  do  not  send  it  back  we  dis- 
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pense  with  trying  to  find  you  at  your  front  door.  We  just  imme- 
diately go  to  sampling  the  population  that  does  not  mail  back  the 
form.  Then  I  believe  that  goes  to  around  $3.2  billion. 

Let  me  be  very  explicit  about  why  we  thought  that  the  90  per- 
cent option,  which  does  not  capture  the  full  prospect  of  cost  sav- 
ings, was  the  right  one.  If  we  were  to,  to  use  their  word,  truncate 
the  census  at  70  percent  and  sample  the  rest  of  the  population,  we 
would  be  making  decisions  about  the  allocation  of  political  power 
and  the  allocation  of  Federal  funds  using  census  data  that  in  es- 
sence involved  contacting  only  three  out  of  every  four  Americans. 
That  is  70  percent  initial  contact  and  then  a  sample  of  the  rest. 

For  the  political  importance  of  something  like  apportionment  and 
redistricting,  it  struck  us  that  that  would  not  be  satisfactory.  That 
it  would  not  inspire  the  kinds  of  public  faith  and  trust  that  are  nec- 
essary to  support  that  process  and  that  it  would  not  be  consistent 
with  the  tradition  of  the  census.  So  it  was  our  view  that  in  bal- 
ancing all  of  these  considerations,  we  would  stop  pursuing  sam- 
pling beyond  this  90  percent  level,  and  I  think  we  made  the  right 
decision  in  that  regard. 

Senator  HOLLINGS.  The  better  educated,  the  better  informed,  you 
will  have  a  better  response  from  the  original  mailings,  but  that  is 
going  to  cost  more  money  in  the  first  instance. 

Mr.  Ehrlich.  Yes;  but  it  pays  for  itself. 

FISCAL  YEAR  1997  REQUEST  FOR  THE  DECENNIAL  CENSUS 

Senator  HOLLINGS.  How  much  is  that?  What  is  the  1997  figure? 
What  are  you  actually  requesting? 

Mr.  Ehrlich.  In  1997,  we  are  seeking  $106  million  for  pre- 
paratory activities  for  the  decennial.  Those  are,  most  importantly, 
letting  out  the  major  contracts  that  will  allow  private  companies  to 
come  in  and  start  setting  up  our  telecommunications  and  comput- 
ing infrastructure,  our  advertising  and  media  programs.  In  the 
past,  those  were  done  by  the  Bureau.  It  is  our  feeling  that  the  Bu- 
reau will  never  be  world  class  at  those  activities  when  companies 
such  as  EDS  or  Arthur  Andersen  are,  and  we  should  bring  them 
in  to  do  it.  We  are  going  to  prepare  to  do  that. 

We  are  also,  and  this  is  very  important  in  our  program,  going  to 
send  our  computerized  maps  of  every  building  on  every  street  in 
the  country  to  the  appropriate  local  and  State  governments  in  this 
year  so  that  they  can  look  them  over  and  give  us  their  corrections 
about  local  conditions.  That  goes  to  your  point;  that  it  is  easier  to 
get  a  good  list  at  the  outset  and  to  get  local  cooperation  and  part- 
nership and  find  people  in  the  mail,  find  people  in  a  cheap  instead 
of  going  hunting  for  mistakes  and  finding  them  in  an  expensive 
way. 

Senator  HOLLINGS.  Thank  you,  Mr.  Chairman. 

BRIEFING  party  leaders  on  the  census 

Senator  Gregg.  So  you  feel  that  you  sort  of  picked  the  middle 
ground,  a  little  more  than  the  middle  ground.  We  think  you  are 
picking  more  on  the  conservative  side  by  going  to  90  percent  versus 
70  percent.  As  a  result,  you  will  get  a  harder  count  on  the  outreach 
effort  than  you  could  do  if  you  would  go  through  the  70  percent  sta- 
tistically. 
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I  think  the  problem  we  have  as  a  committee,  and  we  are  going 
to  have  as  a  Congress — I  have  got  to  be  honest  about  this.  This  is 
politics.  Whether  or  not  both  parties  have  confidence  that  one  party 
is  not  gaming  the  other.  How  we  overcome  that  hurdle,  I  am  not 
sure.  But  I  think  probably  the  best  way  to  try  to  overcome  it  a  lit- 
tle is  to  have  you  folks  sit  down — if  you  have  not  already  done  this, 
sit  down  with  the  party  leadership  from  both  sides  and  go  over 
your  proposal  so  that  they  feel  nobody  is  being  gamed. 

We  are  not  going  to  be  able  to  sell — if  I  am  hearing  from  my 
party  leadership  that  they  feel  that  the  system  is  being  tilted  in 
favor  of  the  other  party,  and  the  other  party  is  hearing  from 
their — so  it  sounds  to  me  like  you  have  made  a  genuine  effort  to 
pick  the  most  logical  approach  within  the  context  of  containing 
costs  but  also  getting  a  hard  count.  But  I  am  not  an  expert  on  it 
and  I  do  not  know  where  the  weak  points  are  and  where  the  argu- 
ments are  that  can  be  made  that  it  should  be  done  this  way  or  that 
way. 

What  I  would  like  to  suggest  is  that  to  the  extent  possible  that 
we  get  you  together  with  some  of  these  folks  and  see  if  we  cannot 
make  sure  that  everybody  feels  to  the  fullest  extent  possible  there 
is  a  comfort  level  that  there  is  going  to  be  a  reasonable  count. 

Mr.  EHRLICH.  We  are  very  eager  to  tell  our  story.  We  would  be 
very  happy  to  respond  to  an  invitation.  We  have  not  discussed  our 
plan  with  the  leadership.  We  have  discussed  our  plan  in  our  au- 
thorizing and  appropriating  committees  with  those  members  who 
have  asked  us  about  it. 

Let  me  say  that  it  is  my  belief  that  the  experience  in  1990  un- 
duly politicized  the  issue  of  the  census  in  a  partisan  context.  In 
fact,  I  think  there  is  a  strong  bipartisan  interest  in  an  accurate 
count  that  stands  up  to  legal  challenge. 

Senator  Gregg.  Absolutely. 

Mr.  EHRLICH.  That  apportions  the  Congress  fairly,  and  at  the 
same  time  that  uses  the  taxpayers'  dollars  wisely. 

Senator  Gregg.  I  think  you  are  absolutely  right.  I  think  what  is 
important  here  is  that  we  develop  a  system  where  everybody  can 
have  confidence.  We  finally  settle  it,  and  nobody  is  out  here  snip- 
ing, it  should  have  been  this  adjustment  or  that  adjustment.  I 
think  the  way  you  do  that,  is  we  have  to  sit  you  folks  down,  and 
I  will  be  happy  to  participate  as  chairman  and  I  am  sure  Senator 
Hollings  would  be  happy  to  participate  as  ranking  member,  with 
the  leadership  of  the  two  parties,  maybe  all  of  us  in  a  room  so  that 
they  can  hear  your  presentation  as  to  how  you  are  going  to  do  it, 
and  we  can  hear  from  them  their  honest  concerns,  and,  hopefully, 
we  can  come  to  an  understanding. 

What  we  need  to  do  is  get  on  with  this.  We  cannot  let  this  just 
drag  on  and  on  and  then  a  couple  of  years,  even  1  year  from  now 
and  find  out  that  we  have  not  agreed  on  a  program  that  you  folks 
can  put  into  place  and  work.  So  maybe  our  committee  can  be  help- 
ful by  bringing  in  the  parties  and  getting  everybody  on  the  same 
wavelength. 

Mr.  EHRLICH.  We  would  welcome  and  appreciate  such  an  invita- 
tion. 
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Senator  Hollings.  And  the  overall  figure  is? 

Mr.  Ehrlich.  $3.9  billion,  soup  to  nuts. 

Senator  HOLLINGS.  Let  us  go  back  to  the  Budget  Committee,  that 
we  debated  on  the  floor  and  they  allocate  $2.7  billion. 

Senator  GREGG.  Yes;  but  we  can  take  care  of  that. 

Senator  HOLLINGS.  Trouble  is,  they  give  you  that  allocation  in 
the  budget  and  then  you  and  I  are  looking  around  for  $100  million 
to  take  out  of  State  Department,  NOAA,  Justice,  or  somewhere 
else. 

Senator  GREGG.  Or  take  it  out  of  ATP.  We  have  got  extra  money 
there.  [Laughter.] 

But  that  is  our  problem  as  budgeteers.  What  I  feel  is  important 
is  that  we  reach  an  agreement  where  everybody  feels  that  they  are 
getting  treated  fairly,  that  nobody  is  being  gamed  in  this  process. 
They  should  not  be.  I  think  you  folks  are  trying  to  do  that.  I  think 
you  are  trying  to  do  it  in  an  honest  way.  And  the  way  we  do  that 
is  by  getting  everybody  at  the  table  and  having  an  honest  discus- 
sion. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Mr.  Ehrlich.  We  will  discuss  with  staff  how  to  proceed.  Thank 
you  very  much,  sir.  Thank  you  for  finding  the  time. 

Senator  GREGG.  Thank  you. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  administration  for  response  subsequent  to  the 
hearing:] 

Questions  Submitted  by  Senator  Judd  Gregg 
decennial  census  costs 

Question.  Please  provide  the  subcommittee  with  a  written  estimation  of  your  lat- 
est cost  estimates,  by  year,  of  the  Decennial  Census  showing  comparisons  under  (1) 
no  sampling,  (2)  sampling  after  70  percent  response,  (3)  sampling  after  80  percent 
response,  (4)  sampling  after  90  percent  response  (as  your  proposal),  and  (5)  showing 
incremental  costs  for  obtaining  each  additional  response  percentage  point  from  90 
percent  to  100  percent.  Have  your  cost  estimates  been  analyzed  by  OMB  or  CBO? 

Answer.  The  attached  chart  provides  the  cost,  by  fiscal  year,  for  several  designs 
the  Census  Bureau  has  considered  for  Census  2000.  (The  chart  does  not  include  a 
design  assuming  an  80  percent  response  rate,  but  those  costs  would  be  between  the 
70  percent  and  90  percent  levels.)  As  part  of  our  continuing  process  to  ensure  a 
more  accurate  and  less  costly  census  in  2000,  we  are  reviewing  the  distributions  be- 
tween fiscal  years  1998  and  1999  to  determine  if  we  might  need  to  perform  some 
operations  on  an  earlier  schedule.  We  will  keep  the  Committee  informed  if  we  for- 
mally propose  any  shifting  in  future  requests. 
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The  cost  accounting  records  from  the  1990  census  are  not  adequate  to  develop  es- 
timates for  the  percentage  point  increments  requested.  We  know  only  that  the  last 
10  percent  of  households  took  much  longer  to  reach  than  those  that  were  easier  to 
enumerate.  As  the  chart  shows,  a  census  design  that  uses  all  other  improved  meth- 
ods planned  for  Census  2000,  but  no  sampling  to  complete  the  nonresponse  follow- 
up  process,  costs  $500  million  more  than  our  plan  that  uses  sampling  after  a  90 
percent  response  level.  This  "1990  Improved"  design  assumes  we  would  be  able  to 
attract  the  additional  temporary  workers  that  would  be  needed.  Without  increasing 
the  pay  level — and  thus  the  cost  beyond  $4.4  billion — we  are  not  comfortable  with 
this  assumption. 

Our  cost  estimates  have  been  reviewed  by  the  OMB,  but  not  by  the  Congressional 
Budget  Office.  In  addition,  the  General  Accounting  Office  has  cited  and  reviewed  re- 
sults of  our  cost  estimation  process,  as  have  members  of  the  National  Research 
Council's  Committee  on  National  Statistics,  including  Charles  Schultze  (The  Brook- 
ings Institution)  and  Ivan  Felligi  (Statistics  Canada).  Our  census  cost  estimation 
procedures  also  have  been  reviewed  and  commended  by  private  sector  consultants 
including  (most  recently)  Advanced  Resource  Technologies,  Inc. 

Question.  Please  describe  in  detail  how  you  believe  statistics  can  accurately  deter- 
mine the  existence  of  people  that  we  cannot  track  down  after  repeated  visits?  How 
can  we  be  sure  that  these  people  exist,  or  that  they  do  not  have  another  residence 
where  they've  already  been  counted? 

If  the  Administration  believes  that  contacting  only  70  percent  of  the  population 
is  not  enough  for  a  valid  apportionment  of  Congress  (as  proposed  by  the  Inspector 
General  and  National  Research  Council),  then  why  is  contacting  90  percent  suffi- 
cient? Even  if  you  do  not  see  a  legal  obligatibn  to  contact  100  percent  of  the  popu- 
lation, would  it  not  be  preferable  for  the  integrity  of  our  representative  system  of 
government? 

Answer.  The  Census,  in  past  decades,  has  consistently  failed  to  count  every  Amer- 
ican. But,  the  constitution  does  not  instruct  us  to  count  only  those  who  are  easy 
to  find  or  willing  to  fill  out  our  forms.  Thus,  the  2000  decennial  design  for  the  first 
time,  provides  a  method  to  account  for  everybody  including  those  Americans  that 
we  would  be  unable  to  find  and  would  therefore  go  uncounted. 

When  we  conduct  a  decennial  census,  people  are  missed  for  many  different  rea- 
sons. Some  have  living  and  work  patterns  that  make  them  hard  to  count;  we  have 
tried  in  previous  censuses  to  account  for  all  these  possibilities,  but  have  had  limited 
success.  The  basic  premise  of  sampling  theory  is  that  we  can  know  about  the  larger 
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population  by  observing  a  small,  carefully  selected,  representative  part  of  it.  For 
Census  2000,  we  will  select  a  small  sample  of  blocks  across  the  country  and  use  in- 
tensive techniques  to  determine  the  correct  population  in  those  blocks;  we  could  not 
afford  to  use  these  techniques  everywhere.  We  use  special  techniques  to  obtain  the 
names  of  all  people  associated  with  a  household.  We  use  special  questions  to  ensure 
they  should  be  counted  in  that  household.  We  use  automated  matching  techniques 
to  be  sure  they  were  not  counted  somewhere  else.  Finally,  based  on  the  results  we 
obtain  in  this  sample,  we  make  similar  changes  to  the  total  population. 

We  can  produce  a  valid  apportionment  of  Congress  through  many  methods.  Con- 
ducting followup  of  nonresponders  until  we  have  included  90  percent  of  all  housing 
units,  and  then  drawing  a  representative  sample  of  the  remainder,  is  one  such 
method.  Achieving  70  percent  response  before  drawing  the  representative  sample  is 
another.  The  Census  Bureau  has  proposed  the  90  percent  level  in  deference  to  pub- 
lic understanding  and  acceptance  of  scientific  sampling.  In  every  method  we  have 
considered  for  conducting  Census  2000,  we  will  contact  every  household  in  the  popu- 
lation multiple  times  to  elicit  a  response  before  we  use  statistical  techniques.  And 
we  will  provide  several  other  opportunities  for  each  person  to  participate  before  we 
use  statistical  techniques,  such  as  having  blank  questionnaires  in  convenient  loca- 
tions, having  those  questionnaires  in  multiple  languages,  and  having  a  toll-free  tele- 
phone number  individuals  can  use  to  respond.  (We  also  are  considering  use  of  the 
Internet,  if  we  can  guarantee  the  confidentiality  of  the  response.) 

We  have  an  obligation  and  will  attempt  to  count  every  person.  We  will  use  a 
media  campaign  coordinated  with  the  "direct  mail"  benefits  of  our  new,  easy  to  com- 
plete questionnaires.  Advances  in  technology  will  allow  us  to  provide  these  new  op- 
portunities. At  the  same  time,  we  face  daunting  challenges  in  the  field.  These  in- 
clude distrust  of  government,  inability  to  hire  skilled  workers,  a  general  trend  to- 
ward less  cooperation  with  data  collection  requests,  and  the  legal  time  constraints 
of  providing  apportionment  data  by  December  31,  2000.  We  will  strive  for  a  perfect 
census.  When  reality  prevents  perfection,  we  use  the  knowledge  available  to  produce 
the  best  census  possible. 

Question.  In  the  Supreme  Court's  decision  dated  March  1996,  Wisconsin  v.  City 
of  New  York,  the  Court  upheld  the  decision  by  the  Secretary  of  Commerce  not  to 
adjust  the  1990  Census  based  on  a  Post  Enumeration  Survey.  The  Court  empha- 
sized the  power  reserved  to  Congress  by  the  Constitution,  and,  in  that  case,  the  del- 
egation of  that  power  to  the  Secretary.  In  defending  the  Secretary's  decision,  the 
Court  seems  to  say  that  an  actual  count  of  98.4  percent  of  the  population  is  good 
enough.  Do  you  agree  with  this  assessment? 

Answer.  No,  98.4  percent  is  not  good  enough.  While  the  Census  Bureau  may  never 
be  able  to  count  everyone,  our  plan  will  allow  us  to  account  for  every  resident.  Sam- 
pling will  enable  us  to  account  for  the  last  increment  of  nonrespondents,  while 
maintaining  quality  control  and  eliminating  the  undercount. 

Question.  The  Court  also  discusses  the  Secretary's  notion  that  sampling  would  not 
improve  data  used  for  the  most  basic  purpose  of  the  census  (apportionment).  This 
is  because,  while  sampling  might  improve  "numerical  accuracy"  (at  the  national 
level),  it  would  not  be  effective  with  respect  to  "distributive  accuracy"  (state  and 
local  level  counting).  Does  this  notion  hold  true  with  respect  to  the  sampling  you 
propose? 

Answer.  No,  it  does  not  hold  true.  The  sampling  in  Census  2000  should  improve 
both  distributive  and  numerical  accuracy. 

PRIORITIZING  OTHER  PROGRAMS  AT  THE  CENSUS  BUREAU 

Question.  The  2000  Census  is  $105.8  million  out  of  the  total  $399.3  million  fiscal 
year  1997  request  for  the  Bureau.  As  funding  becomes  tough  to  find  in  this  sub- 
committee, the  Census  Bureau  may  need  to  make  tough  choices  on  which  surveys 
are  the  most  important.  The  Census  Bureau  is  taking  a  step  this  way  by  shifting 
away  the  costs  for  the  Census  of  Agriculture  this  year. 

In  what  other  areas  can  the  Bureau  shift  program  costs  to  other  entities  in  order 
to  help  identify  needed  funds? 

Answer.  In  August  1995,  we  submitted  a  memorandum  to  the  OMB  outlining  a 
strategy  for  sharing  the  cost  of  the  census  long  form  with  other  Federal  agencies 
who  require  data  from  the  decennial  census.  OMB  is  coordinating  this  activity  be- 
cause the  approach  would  require  increasing  the  budget  requests  of  the  other  agen- 
cies. 

When  continuous  measurement  is  operational,  other  Federal  agencies  and  State 
governments  can  sponsor  supplements  to  the  basic  data  collection.  While  such  an 
option  would  not  reduce  the  basic  costs,  it  would  provide  efficiencies  across  the  sta- 
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tistical  system  by  providing  an  inexpensive  way  of  piggy-backing  on  the  continuous 
measurement  data  collection. 

Question.  Reimbursement  From  Users:  Please  discuss  your  efforts  to  identify 
users  of  the  information  you  provide  and  obtain  reimbursement  from  them. 

Answer.  The  Census  Bureau  is  the  only  statistical  agency  that  is  in  business  to 
collect  data  for  other  Federal  agencies,  in  return  for  reimbursement  from  them.  We 
look  for  new  opportunities  and  work  closely  with  our  current  customers  to  satisfy 
their  needs.  Our  level  of  reimbursable  work  for  fiscal  year  1996  will  be  an  estimated 
$165  million,  and  we  expect  a  comparable  figure  for  fiscal  year  1997.  Reimbursable 
work  helps  the  Census  Bureau  maintain  and  improve  its  basic  data  collection  infra- 
structure. 

The  Census  Bureau  will  have  about  $4.5  million  in  product  sales  this  year.  This 
is  a  low  year  in  our  10-year  cycle  because  we  are  not  releasing  new  decennial  census 
products.  The  OMB  currently  reduces  our  budget  by  $10  million  per  year,  which  we 
are  supposed  to  recoup  in  increased  product  sales.  We  hope  to  reach  that  target  by 
2001. 

In  addition,  we  are  offering  data  users  better  value  for  their  money  by  developing 
a  data  access  and  dissemination  system  that  will  move  from  time-consuming,  pre- 
specified,  inflexible,  and  expensive  printed  products  to  greater  reliance  on  faster, 
better,  and  cheaper  electronic  data  dissemination  and  "on-demand"  data  products. 

Question.  How  much  of  the  survey  work  currently  done  by  Census  could  be  con- 
ducted by  private  market  survey  companies?  Have  you  considered  contracting  pri- 
vately for  more  of  your  survey  work? 

Answer.  Private  sector  firms  could  not  achieve  the  same  quality  results  as  the 
Census  Bureau  without  spending  substantially  more  resources  then  we  do.  Several 
factors  underlay  this  conclusion. 

Private  market  survey  companies  would  have  to  construct  their  own  universe  for 
sample  selection.  This  requires  identifying  land  areas  that  would  have  to  be  can- 
vassed to  collect  all  the  addresses.  This  expensive  process  is  not  required  for  Census 
Bureau  conducted  surveys  because  we  have  the  addresses  from  the  most  recent  De- 
cennial Census.  For  confidentiality  reasons,  these  addresses  are  not  available  to  the 
public  by  law. 

In  addition,  we  have  the  largest,  most  highly  trained,  and  experienced  national 
field  staff.  They  are  supported  by  a  permanent  network  of  12  Regional  Offices  and 
three  Computer  Assisted  Telephone  Interviewing  sites.  Because  of  this  infrastruc- 
ture, our  name  recognition,  and  the  public's  trust  in  the  Bureau,  we  have  consist- 
ently achieved  the  highest  response  rates  for  the  surveys  we  conduct. 

Finally,  our  responsibility  to  maintain  the  privacy  and  confidentiality  of  the  data 
we  collect  precludes  our  use  of  private  firms. 

Question.  You  have  requested  an  increase  under  "Geographic  Support",  can  you 
please  give  the  subcommittee  some  detail,  beyond  that  provided  in  the  budget  jus- 
tifications, of  what  the  total  funds  under  this  account  will  be  used  for? 

Answer.  The  Geographic  Support  activity  in  fiscal  year  1997  centers  around  five 
components.  The  requested  increase  will  accelerate  the  activities  needed  to  resolve 
questions  after  matching  U.S.  Postal  Service,  state,  local,  and  tribal  address  files 
to  update  the  Master  Address  File  (MAF)  and  the  TIGER  data  base.  The  increase 
also  will  support  the  acquisition  of  specialized  computer  hardware  and  software  up- 
grades to  continue  MAF  and  TIGER  data  base  updating  activities. 

This  work  is  critical  to  the  decennial  census.  An  accurate,  up-to-date  address  list 
is  a  key  component  of  achieving  a  less  costly  and  more  accurate  census.  The  five 
components,  and  the  funding  required  to  accomplish  each  in  fiscal  year  1997,  are 
shown  on  the  attached  chart  and  described  below. 

— Continue  activities  that  build/maintain  the  MAF  ($18.1  million).  Continuous  up- 
dating of  the  MAF  is  the  most  cost  effective  and  quality  assured  method  for  pro- 
viding the  housing  unit  address  list  needed  to  support  all  Census  Bureau  demo- 
graphic statistical  program  activities. 

—Continue  operations  that  link  the  MAF  with  the  TIGER  data  base  ($7.6  mil- 
lion). Efficient  automated  and  interactive  processes  are  the  most  cost  effective 
way  of  adding  new  streets  and  housing  units  identified  by  matches  to  U.S.  Post- 
al Service,  state,  local,  and  tribal  address  files,  their  locations,  and  their  ZIP 
Codes  to  the  MAF  and  TIGER  data  base. 

— Continue  efforts  that  support  partnerships  with  state,  local,  and  tribal  agencies 
($10.6  million).  Implementing  of  the  Census  Address  List  Improvement  Act  of 
1994  (Public  Law  103-430),  and  the  1997  Boundary  and  Annexation  Survey,  re- 
quires developing  new  partnerships  and  maintaining  existing  partnerships. 

— Continue  processes  that  ensure  quality  geographic  products  ($1.3  million). 
Using  statistically  sound  techniques  will  ensure  quality  results  from  procedures 
that  build,  update,  and  enhance  the  TIGER  data  base  and  the  MAF. 
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— Acquire  specialized  hardware  ($6.3  million).  Specialized  graphic  workstations 
and  related  map  output  devices  facilitate  partnership  activities  with  state,  local, 
and  tribal  governments. 

Question.  Please  provide  a  list  of  the  programs  within  the  Census  that  also  serve 
to  support  the  Decennial  Census,  including  a  description  of  how  they  do  so,  and  the 
corresponding  amount  of  their  budget  that  is  used  for  this  support. 

Answer.  There  are  three  programs  within  the  Census  Bureau  that  support  the 
Decennial  Census: 

The  Geographic  Support  subactivity  develops  the  address  list  and  geographic  in- 
formation infrastructure  needed  to  support  the  decennial  census.  It  produces  maps, 
block-assigned  address  lists,  lists  of  governmental  unit  names  for  preparation  of 
data  tabulations,  and  other  geographic  products  and  services  to  support  the  census. 
The  fiscal  year  1997  request  for  this  program  is  $43  million. 

The  Continuous  Measurement  subactivity's  goal  is  to  produce  accurate,  more 
timely  data  about  the  Nation's  population  and  housing  than  is  currently  provided 
by  the  decennial  census.  We  are  currently  conducting  program  tests  and  plan  to 
benchmark  Continuous  Measurement  data  with  data  obtained  from  the  long  form 
in  the  year  2000.  The  fiscal  year  1997  request  for  Continuous  Measurement  is  $19.4 
million. 

The  Data  Processing  Systems  subactivity  provides  computer  processing  and  net- 
work support.  Approximately  half  of  the  program  increase  in  fiscal  year  1997  ($8.1 
million  over  fiscal  year  1997  base)  will  support  the  Decennial  Census  subactivity. 
The  funds  provide  for  telecommunications  support,  more  modern  software  and  hard- 
ware, facilities  support,  and  continued  efforts  towards  an  open  computing  system. 


Question  Submitted  by  Senator  Mark  O.  Hatfield 

Question.  The  Census  Bureau  has  requested  a  $10  million  increase  in  the  Contin- 
uous Measurement  Program  for  fiscal  year  1997.  I  understand  that  this  program 
contributes  an  innovative  direction  in  statistics  designed  to  improve  the  collection 
of  census  data  by  providing  nationally  comparable  community-based  data  annually 
instead  of  every  ten  years. 

Can  you  please  provide  the  committee  with  some  detailed  information  on  the  cur- 
rent status  of  this  demonstration  program,  including  what  role  the  local  commu- 
nities play,  which  communities  are  currently  involved,  and  what  the  schedule  is  for 
expansion  of  the  program. 

Answer.  In  November  1995,  we  started  data  collection  for  the  American  Commu- 
nity Survey  in  Portland  and  Multnomah  County,  Oregon;  Brevard  County,  Florida; 
Rockland  County,  New  York;  and  Fulton  County,  Pennsylvania.  The  purpose  of  the 
1995-1996  data  collection  is  to  develop  and  test  the  full  data  collection  and  data 
processing  systems.  So  far,  we  have  had  high  response  rates  to  the  mail-out/mail- 
back  phase.  Reports  and  data  files  for  calendar  year  1996  for  these  communities  will 
be  available  by  July  1997.  We  have  worked  with  the  local  communities  on  a  number 
of  operational  and  data  use  issues.  We  will  work  closely  with  the  local  communities 
to  evaluate  the  1996  estimates  for  each  area. 

We  plan  to  add  four  sites  in  1997  in  addition  to  continuing  data  collection  in  the 

1996  sites.  The  proposed  1997  sites  are  Franklin  County,  Ohio;  Harris  and  Fort 
Bend  Counties,  Texas;  Douglas  County,  Nebraska;  and  Otero  County,  New  Mexico. 
After  completing  data  collection  in  1997,  we  will  provide  estimates  of  change  be- 
tween 1996  and  1997  for  those  areas  in  the  sample  both  years.  We  will  produce 

1997  estimates  for  the  areas  introduced  in  1997,  as  well  as  those  surveyed  in  1996. 
The  main  goal  for  1997  is  to  develop  data  collection  procedures  for  persons  living 
in  special  situations  like  college  dormitories,  military  bases,  hospitals,  and  other 
group  living  situations. 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

Question.  You  say  you  are  "hesitant"  to  sample  a  larger  share  of  the  population 
because  it  changes  the  political  and  social  nature  of  the  census.  Now  that  sounds 
like  a  lot  of  monkey-shine  to  me,  when  we  should  be  talking  about  saving  $1  billion 
here  for  statistically  sound  numbers.  I  need  you  to  explain  to  me  why  we  would 
choose  to  have  a  census  with  90  percent  response  rate  for  $3.9  billion,  when  we 
could  have  a  census  with  70  percent  response  rate  for  $3.2  billion  with  a  statistical 
difference  of  only  0.2  percent? 

Answer.  To  be  judged  successful,  Census  2000  requires  greater  accuracy  than  was 
achieved  in  1990,  lower  cost,  and  improved  public  cooperation.  Although  we  can 
achieve  virtually  the  same  statistical  accuracy  at  lower  cost  by  using  sampling 
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methods  more  extensively,  we  do  not  believe  that  we  can  achieve  the  public  accept- 
ance and  cooperation  necessary  for  doing  so  and  the  integrity  of  the  census  could 
be  at  risk.  In  discussions  with  our  advisory  committees  and  others,  we  have  found 
that  while  our  plan  to  use  statistical  techniques  to  account  for  the  last  ten  percent 
of  the  population  is  generally  accepted,  many  people  balk  at  the  notion  of  sampling 
a  greater  share  of  the  population.  Public  cooperation  is  crucial  to  managing  the  cost 
of  Census  2000  to  ensure  the  accuracy  of  the  data,  and  to  relieve  us  of  costly  and 
time  consuming  disputes  in  the  next  decade. 

Question.  The  Bureau  has  provided  me  with  documents  defining  sampling  as  con- 
stitutionally viable  when  conducting  the  census.  Do  you  anticipate  legal  challenges 
from  using  sampling  in  the  2000  Decennial  census,  and  if  so,  do  you  believe  there 
will  be  less  challenges  at  90  percent  truncation  compared  to  70  percent?  Is  0.2  per- 
cent uncertainty  statistically  and  legally  substantial? 

Answer.  Based  on  our  experience  in  1980  and  1990,  the  Census  Bureau  expects 
to  be  faced  with  legal  challenges  regardless  of  the  sampling  strategy  used,  including 
any  plan  that  does  not  use  sampling.  Discussions  with  our  advisory  committees  and 
citizens  groups  have  indicated  that  public  acceptance  of  sampling  may  decline  at 
truncation  levels  below  90  percent.  If"  so,  this  might  increase  the  chances  of  litiga- 
tion. More  importantly,  the  perception  that  extensive  sampling  makes  any  individ- 
uals response  irrelevant  could  reduce  the  response  rate,  which  would  obviate  the  ex- 
pected cost  savings.  The  Census  2000  plan  is  designed  to  provide  the  most  accurate 
count  possible  at  the  lowest  cost.  Both  the  90  percent  and  the  70  percent  designs 
will  provide  statistically  reliable  results. 

Question.  Some  have  argued  that  only  total  enumeration  lives  up  to  our  constitu- 
tional mandate.  Now  that  we  are  considering  sampling  a  portion  of  the  population, 
could  you  provide  me  with  a  summary  of  historic  methodologies  used  in  conducting 
the  census?  How  thorough  was  the  census  100  or  200  years  ago? 

Answer.  From  the  first  census  in  1790  through  the  1960  census,  the  decennial 
census  was  conducted  "door-to-door."  To  reduce  cost  and  improve  the  accuracy  of  re- 
sponses, in  1970  the  Census  Bureau  began  mailing  questionnaires  to  many  house- 
holds and  requested  that  someone  in  each  household  complete  the  form  and  return 
it  by  mail.  (Tests  earlier  that  decade  demonstrated  the  improved  quality  of  re- 
sponses when  people  were  able  to  complete  their  form  in  private.)  Those  households 
that  did  not  return  a  completed  form  were  visited  by  temporary  field  staff  to  obtain 
an  interview. 

Sampling  has  been  an  integral  part  of  the  past  several  decennial  censuses.  For 
instance,  starting  with  the  1940  census,  we  have  asked  the  most  comprehensive  set 
of  questions  (the  long  form)  at  only  a  sample  of  households.  This  information  was 
used  to  estimate  answers  for  all  households.  We  also  have  used  sampling  techniques 
as  a  means  to  control  product  quality  for  various  census  operations,  such  as  creating 
address  lists,  and  printing,  assembly,  and  processing  of  the  questionnaires.  The  plan 
for  Census  2000  expands  the  uses  of  sampling  to  meet  our  objectives  of  improving 
accuracy  and  reducing  cost. 

Starting  with  the  1940  decennial  census,  the  Census  Bureau  has  followed  a  policy 
of  carrying  out  a  careful  evaluation  of  the  accuracy  of  decennial  census  results. 
These  evaluation  data  have  shown  clearly  that  all  recent  decennial  censuses  have 
missed  substantial  numbers  of  people — more  than  4  million  people  in  the  1990  cen- 
sus— and  that  each  census  has  missed  some  population  groups  at  a  consistently 
greater  rate  than  the  national  average. 

Question.  The  average  cost  of  the  census  was  less  than  $10  per  housing  unit  in 
1960  (in  1990  constant  dollars)  and  was  still  only  $11  per  housing  unit  for  the  1970 
census.  It  escalated  to  $20  per  housing  unit  in  1980  and  $25  in  1990,  an  increase 
of  150  percent  in  real  terms  over  30  years.  With  this  obvious  trend  in  cost  increases 
for  the  census,  should  we  expect  the  Bureau  to  be  spending  over  $30  per  household 
in  the  2000  Decennial  census? 

Answer.  A  major  goal  in  designing  Census  2000  was  cost  reduction.  While  the 
1990  census  cost  $25  per  housing  unit  in  1990  dollars,  Census  2000  will  cost  only 
$23  per  housing  unit  in  1990  dollars  despite  a  steady  decline  in  public  cooperation 
and  the  fact  that  wage  rates  for  temporary  field  staff  have  increased  faster  than  the 
rate  of  inflation. 

Question.  The  biggest  single  increase  is  related  to  data  collection:  from  $378  mil- 
lion in  1970  to  $1.4  billion  in  1990.  More  district  offices  were  created  and  kept  open 
longer,  the  supervisory  ratios  were  reduced  considerably,  the  method  of  payment 
was  changed  from  piece  rate  to  hourly  rate — but  even  more  striking  is  that  these 
cost  increases  occurred  despite  heavy  investments  in  automation.  What  steps  are 
you  taking  to  bring  down  the  costs  of  data  collection? 

How  many  district  offices  are  needed  for  the  census? 

How  long  do  they  need  to  be  open? 
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What  levels  of  staffing  and  supervisory  personnel  are  needed? 

How  can  automation  be  integrated  into  census  field  activities  to  reduce  the  com- 
bined cost  of  people  and  systems? 

How  much  of  the  product  line  can  shift  from  print  to  electronic  media? 

Answer.  We  are  undertaking  a  number  of  changes  to  bring  down  the  cost  of  data 
collection  for  Census  2000.  We  are  implementing  four  fundamental  strategies  that 
will  help  make  Census  2000  less  costly:  (1)  entering  into  partnerships  with  state, 
local,  and  tribal  governments,  the  U.S.  Postal  Service,  other  Federal  agencies,  and 
business  and  community  organizations;  (2)  making  the  census  process  simple;  (3) 
using  technology  intelligently;  and  (4)  making  greater  use  of  statistical  methods. 

We  plan  to  find  "best  in  class"  partners  to  help  the  Census  Bureau  plan  and  im- 
plement each  census  operation.  For  example,  we  already  are  working  closely  with 
the  U.S.  Postal  Service  to  develop  an  address  list.  This  partnership  will  reduce  the 
amount  of  field  work  required  in  past  censuses  to  compile  the  address  list.  More 
powerful  computers  have  allowed  the  Census  Bureau  to  design  census  question- 
naires that  are  easier  for  respondents  to  read  and  fill  out. 

For  Census  2000,  our  top  priority  is  to  deliver  a  questionnaire  to  each  address. 
But  unlike  previous  censuses,  if  you  do  not  receive  a  form,  you  will  be  able  to  obtain 
one  easily  at  your  local  post  office,  shopping  mall,  community  or  civic  center,  or  by 
using  our  well  publicized  toll-free  telephone  number.  We  may  even  let  people  re- 
spond using  the  Internet.  These  improvements  will  help  improve  response  rates, 
and  reduce  the  number  of  housing  units  that  must  be  contacted  by  temporary  field 
staff.  Using  temporary  field  staff  to  find  missing  respondents  costs  as  much  as 
eighteen  times  the  cost  for  those  who  respond  by  mail. 

For  Census  2000,  we  plan  to  scan  forms  directly  into  computers  that  use  software 
that  reads  handwriting  to  reduce  the  amount  of  labor  intensive  keying  that  has 
been  required  in  the  past.  We  also  are  developing  sophisticated  software  that  re- 
duces our  needs  for  clerical  matching. 

The  use  of  sampling  and  estimation  are  integral  to  the  Census  2000  process.  After 
reaching  a  target  of  90  percent  response  in  each  county,  we  will  draw  a  one-in-ten 
sample  of  households  that  still  have  not  returned  a  completed  questionnaire  and  use 
it  as  a  basis  for  completing  the  job. 

We  estimate  that  this  process  will  require  approximately  560  local  census  offices, 
each  of  which  will  be  smaller  than  its  1990  census  counterpart.  These  offices  will 
be  primarily  concerned  with  hiring  the  large  temporary  work  force  and  will  be  closer 
to  the  available  candidates.  This  will  reduce  the  amount  of  time  and  travel  involved 
in  monitoring  this  our  field  work. 

The  local  census  offices  will  open  in  October/November  1999  and  will  close  in  Au- 
gust 2000  after  completing  their  data  collection  activities.  This  schedule  represents 
a  significant  reduction  in  the  amount  of  time  that  local  census  offices  will  be  open 
in  comparison  with  the  1990  census. 

Our  plan  for  Census  2000  requires  a  lower  total  staffing  level  than  the  1990  cen- 
sus; 285,000  temporary  workers  in  2000  compared  with  300,000  in  1990.  Our  plan 
for  using  sampling  and  estimation  to  complete  the  last  ten  percent  of  the  data  col- 
lection task  reduces  our  peak  field  staffing  requirements.  We  also  have  streamlined 
our  field  management  structure  by  reducing  the  number  of  supervisory  positions  in 
each  local  census  office. 

The  requirement  for  temporary  field  staff  to  visit  households  that  do  not  return 
a  completed  questionnaire  is  extremely  labor  intensive.  We  are  using  automation  to 
help  reduce  the  cost  of  field  operations  by  reducing  the  number  of  cases  that  require 
this  type  of  contact.  By  using  automation,  we  have  been  able  to  make  it  easier  for 
respondents  to  complete  a  census  form,  thereby  reducing  the  number  of  households 
that  require  contact  by  temporary  field  staff  and  reducing  the  cost  of  our  field  activi- 
ties. If  we  are  able  to  resolve  the  concerns  regarding  access  to  and  use  of  adminis- 
trative records,  we  will  use  our  software  to  match  data  drawn  from  administrative 
records  to  include  people  who  otherwise  do  not  respond,  thereby  reducing  the  need 
for  field  enumerators.  We  hope  to  account  for  about  5  percent  of  the  households  that 
did  not  return  a  completed  questionnaire  in  this  fashion.  We  also  hope  to  contact 
as  many  people  as  possible  by  telephone,  thereby  reducing  the  number  of  cases  re- 
quiring a  personal  visit. 

The  quality  check  operation  will  use  laptop  computers  to  reduce  the  number  of 
visits  required  to  reconcile  enumeration  problems.  Expanding  the  use  of  laptop  com- 
puters to  other  census  activities  would  increase  the  cost  of  field  operations  signifi- 
cantly, and  is  not  considered  a  cost  effective  approach  for  a  large  and  short-term 
activity  such  as  the  decennial  census. 

For  Census  2000,  the  Census  Bureau  will  reduce  its  printed  product  line  and  in- 
crease electronic  data  dissemination.  As  a  result,  census  data  will  be  more  readily 
available  to  the  public  than  ever  before.  Our  current  plans  include  providing  printed 
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products  for  redistricting,  congressional  districts,  and  governmental  units.  We  are 
developing  a  prototype  automated  system  for  users  to  determine  their  requirements 
for  the  final  electronic  dissemination  system  for  the  Census  2000. 

Question.  The  out  year  estimates  in  last  year's  Senate  and  House  budget  plans 
do  not  provide  increases  above  current  levels  for  the  census.  Additionally  and  more 
importantly,  the  1997  Budget  Resolution  assumes  an  increase  of  only  $2.7  billion 
over  the  next  six  years  for  the  census,  while  you  are  assuming  $3.9  billion  is  needed 
to  complete  the  2000  decennial.  I  don't  see  that  we  have  any  choice  but  to  find 
cheaper  ways  to  do  the  census — do  you  agree? 

Answer.  The  Census  Bureau  cannot  conduct  Census  2000  at  a  $2.7  billion  funding 
level  and  achieve  the  goals  of  both  cost  savings  and  accuracy.  We  have  already  re- 
engineered  the  entire  census  process  to  save  almost  one  billion  dollars  over  repeat- 
ing the  1990  census  process.  The  plan  we  have  developed  with  our  stakeholders  and 
advisors  will  provide  the  most  accurate  data  for  redistricting  purposes,  be  open,  be 
viewed  as  fair,  and  be  as  cost-effective  as  possible.  We  could  not  stand  behind  the 
accuracy  of  a  $2.7  billion  Census  2000. 

We  could  implement  a  census  that  would  cost  less  than  $3.9  billion,  with  nearly 
the  same  level  of  accuracy,  but  we  believe  that  the  American  public — whose  coopera- 
tion is  crucial  to  a  successful  census — would  be  uncomfortable  with  the  use  of  meth- 
ods that,  while  less  expensive,  utilize  more  statistical  estimation.  For  example,  we 
could  spend  $3.2  billion  to  conduct  a  census  using  a  70  percent  truncation  level  in- 
stead of  a  90  percent  level.  Or,  we  could  begin  sampling  for  nonresponse  after  a  cer- 
tain date  ("direct  sampling")  rather  than  at  a  predetermined  truncation  level.  Again, 
however,  it  is  not  clear  that  the  public  would  be  comfortable  with  cost  saving  meth- 
ods that  introduce  such  high  level  of  statistical  estimation. 

We  are  anxious  to  continue  working  with  you  to  weigh  budget  constraints  against 
the  goals  of  the  census  and  a  high  level  of  public  confidence. 

Question.  Constitutionally,  we  are  mandated  to  conduct  an  "actual  enumeration" 
every  10  years,  which  has  been  your  guiding  principle  at  the  Bureau.  As  long  as 
we've  been  a  nation,  some  way  or  another  a  census  has  been  taken  every  10  years. 
But  I  see  that  you  have  all  these  other  projects  and  programs  besides  the  decennial 
census  that  you  want  money  for.  You  have  the  Continuous  Measurement  program, 
the  1995  Census,  Economic  programs,  the  North  American  Industry  Classification 
System  (NAICS)— these  aren't  mentioned  in  our  great  Constitution.  Why  have  you 
taken  on  all  these  other  projects?  Are  they  draining  limited  resources  you  need  for 
the  decennial? 

Answer.  Since  the  18th  Century,  the  Congress  has  directed  that  information  be 
gathered,  not  only  for  Constitutionally  mandated  reapportionment,  but  also  to  mon- 
itor the  progress  of,  and  promote  the  general  welfare  of  the  Nation.  The  Census  Bu- 
reau's budget  request  reflects  the  full  measure  of  the  responsibilities  that  we  have 
been  asked  to  fulfill. 

The  Congress  has  authorized,  encouraged,  and  even  required  the  Census  Bureau 
by  law  (as  with  the  economic  censuses)  to  collect  data  beyond  the  enumeration  that 
the  Constitution  requires  for  apportionment.  In  fact,  in  the  very  first  decennial  cen- 
sus in  1790,  Congress  included  questions  that  were  not  required  for  apportionment. 
The  Census  Bureau's  non-decennial  activities  include  collecting  data  that  describe 
the  full-range  of  our  national  economic  activity  as  well  as  providing  population  esti- 
mates and  current  demographic  data  between  censuses. 

The  Census  Bureau  has  become  the  primary  data  collector  for  the  Federal  Gov- 
ernment. This  is  cost  effective  not  only  for  on-going  data  collection  efforts,  but  also 
for  the  decennial  census.  The  decennial  census  is  able  to  make  use  of  the  strong 
infrastructure  and  common  systems  of  the  Census  Bureau  which  would  be  extraor- 
dinarily expensive  to  duplicate  from  scratch  every  10  years.  It  is  very  efficient  for 
the  Federal  Government  to  have  consolidated  these  data  collection  activities  in  the 
Census  Bureau. 

Question.  Continuous  Measurement — you  say  the  information  you  collect  with  this 
program  is  essential  for  distributing  Federal  funds  to  States  through  block  grants 
and  for  assisting  them  in  measuring  the  performance  of  these  federally  funded  pro- 
grams to  assure  that  Federal  and  State  dollars  are  well  spent.  But — historically,  the 
only  measurement  the  Bureau  provided  were  based  on  decennial  censuses. 

Can  you  explain  to  me  how  this  Continuous  Measurement  is  helping  you? 

Since  you  previously  relied  on  the  decennial  for  this  information,  couldn't  we  save 
some  money  by  eliminating  this  program? 

Answer.  The  Congress,  other  government  officials,  businesses,  and  citizens  tell  us 
they  make  decisions  with  census  data  every  year,  not  once  every  10  years.  The  Con- 
tinuous Measurement  program  means  better  decisions  based  on  timely  and  accurate 
information.  The  Continuous  Measurement  program  will  produce  social,  economic, 
and  housing  data  comparable  to  those  collected  in  the  decennial  census  "long  form" 
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every  year,  rather  than  once  every  10  years.  Planners  at  all  levels  of  government 
and  business  will  have  current  data  available  to  make  decisions  and  efficiently  allo- 
cate funds.  The  Continuous  Measurement  program  will  provide  annual  data  for 
States,  Congressional  Districts,  and  cities  or  counties  of  250,000  population  or  more. 
This  program  will  provide  new  estimates  each  year  based  on  accumulations  over 
several  years  for  all  areas  with  smaller  populations  such  as  towns,  townships,  cen- 
sus tracts,  or  block  groups. 

It  is  essential  to  collect  simultaneously  Continuous  Measurement  and  the  decen- 
nial long-form  data  in  2000  to  measure  the  differences  between  estimates  from  the 
two  programs.  Sustaining  the  Continuous  Measurement  program  will  provide  data 
users  with  much  more  timely,  accurate  information  and  make  it  possible  to  elimi- 
nate the  decennial  long-form  questionnaire  in  2010,  an  oft-cited  goal  of  the  Con- 
gress. 

Question.  In  a  March  7,  1996  memo  you  sent  up  here  to  the  Committee,  you  talk 
about  implementing  the  new  NAICS  (North  American  Industry  Classification  Sys- 
tem) through  money  provided  in  your  Salaries  and  Expenses  account.  How  does  this 
effect  your  [SIC]  operations? 

Answer.  For  fiscal  year  1996,  the  Bureau  of  the  Census  requested  $3.9  million  to 
cover  the  costs  of  implementing  NAICS.  Planning  calls  for  full  implementation  of 
NAICS  to  occur  over  the  1995-2000  cycle  of  the  1997  Economic  Censuses. 

Since  NAICS  represents  the  first  complete  revision  of  the  industry  classification 
system  in  over  50  years,  the  Bureau  must  assure  that  the  approximately  15  million 
establishments  contained  in  its  data  files  are  appropriately  classified  according  to 
the  new  system.  The  fiscal  year  1996  Continuing  Resolution,  however,  contained  no 
funds  for  the  implementation  of  NAICS. 

Faced  with  the  programmatic  requirement  to  press  forward  with  implementation 
of  NAICS  but  with  no  funding  for  it  in  fiscal  year  1996,  the  Bureau  elected  to  dis- 
continue certain  lower  priority  economic  statistics  reports  and  programs  in  order  to 
free  up  funds.  The  details  of  those  reductions  were  contained  in  the  March  7  memo 
cited  above.  But  the  reductions  did  not  offset  totally  the  $3.9  million  originally  re- 
quested. NAICS  implementation  is  moving  forward  at  a  pace  slower  than  planned 
or  desirable. 

The  Bureau's  fiscal  year  1997  budget  submission  includes  a  request  for  $5.5  mil- 
lion for  NAICS  implementation.  As  a  critical  step  in  the  process,  the  fiscal  year  1997 
request  includes  $3.5  million  for  verifying  by  mail  the  correct  classifications  for  up 
to  700,000  establishments,  the  largest  businesses  most  directly  affected  by  the  new 
classification  structure.  If  the  fiscal  year  1997  request  is  approved,  with  comparable 
outyear  funding  through  the  end  of  the  1997  Economic  Censuses  cycle,  the  Bureau 
believes  that  it  can  implement  NAICS,  a  step  that  would  enormously  improve  our 
ability  to  depict  all  the  components  of  the  U.S.  economy. 

SUBCOMMITTEE  RECESS 

Senator  Gregg.  The  subcommittee  will  now  stand  in  recess  until 
tomorrow  morning  at  9:30  when  we  will  receive  testimony  from  the 
Federal  Bureau  of  Investigation,  the  Drug  Enforcement  Adminis- 
tration, and  the  Department  of  State. 

[Whereupon,  at  2:25  p.m.,  Wednesday,  May  15,  the  subcommittee 
was  recessed,  to  reconvene  at  9:30  a.m.,  Thursday,  May  16.] 
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U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 
The  subcommittee  met  at  9:30  a.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 

Present:  Senators  Gregg,  Lautenberg,  and  Bumpers. 

DEPARTMENT  OF  JUSTICE 

Federal  Bureau  of  Investigation 

STATEMENT  OF  LOUIS  J.  FREEH,  DIRECTOR 
ACCOMPANIED  BY: 

JAY  A.  BRDffiY,  ASSISTANT  DHIECTOR,  FINANCE  DP7ISION,  FED- 
ERAL BUREAU  OF  INVESTIGATION 
STEPHEN  R.  COLGATE,  ASSISTANT  ATTORNEY  GENERAL  FOR  AD- 
MINISTRATION, JUSTICE  MANAGEMENT  DD/ISION,  DEPARTMENT 
OF  JUSTICE 
MICHAEL   J.   ROPER,   DEPUTY  ASSISTANT  ATTORNEY   GENERAL/ 
CONTROLLER,  JUSTICE  MANAGEMENT  DmSION,  DEPARTMENT 
OF  JUSTICE 
ADRIAN  A.  CURTIS,  DHIECTOR,  BUDGET  STAFF,  JUSTICE  MANAGE- 
MENT DIVISION,  DEPARTMENT  OF  JUSTICE 

OPENING  REMARKS 

Senator  Gregg.  Why  do  we  not  begin.  We  are  going  to  be  joined 
by  Senator  Hollings  and  probably  Senator  Byrd,  but  the  Director 
is  kind  enough  to  be  here  early,  so  let  us  begin. 

The  way  we  have  been  running  these  hearings  is  fairly  casual. 
To  the  extent  you  want  to  make  an  opening  statement,  you  are 
welcome  to  do  so.  To  the  extent  you  want  to  just  make  comments, 
then  we  can  put  your  statement  in  the  record.  That  is  fine,  too.  The 
floor  is  yours. 

OPENING  STATEMENT 

Mr.  Freeh.  Thank  you,  Mr.  Chairman.  Thank  you  for  the  oppor- 
tunity again  to  appear  before  you  here  and  present  our  issues.  This 
committee  historically,  and  Senator  Lautenberg,  in  particular,  have 
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given  the  FBI  tremendous  support  and  understanding,  as  well  as 
leadership. 

I  have  a  written  statement  I  would  like  to  submit  for  the  record. 
I  would  like  to  take  a  few  minutes  to  give  you  an  overview  of  our 
1997  budget  and  some  of  the  important  issues. 

We  have  had,  as  you  know,  a  very  busy  year  in  terms  of  hiring 
the  people  that  we  need  to  perform  the  law  enforcement  functions 
of  the  FBI.  Thanks  to  this  committee,  we  will  by  the  end  of  the 
year  have  hired  all  of  our  agents  to  the  peak  1992  level.  In  fact, 
we  will  be  slightly  over  our  targeted  staffing  level  of  10,700  very, 
very  briefly  at  the  end  of  the  fiscal  year,  which  will  be  the  first 
time  in  many  years  that  we  were  up  to  our  agent  complement. 

We  also  expect  to  have  all  of  our  support  employees  on  board  by 
the  end  of  the  year.  We  have  prioritized  the  hiring  and  training  of 
agents,  1,200  of  them  within  the  last  12  months.  We  have  not  given 
a  secondary  importance  to  support  hires,  but  we  certainly  had  our 
focus  primarily  on  the  law  enforcement  investigators.  But  we  are 
bringing  on  board  our  support  employees. 

There  are  six  areas  with  respect  to  the  enhancements  that  we 
have  requested  in  1997.  Perhaps  I  could  just  go  through  those  very, 
very  briefly. 

1997  BUDGET  REQUEST 

In  total,  the  1997  budget  request  to  the  committee  is  for  $2.8  bil- 
lion. It  represents  a  $227  million  increase  over  the  1996  request. 
The  No.  1  request  is  for  a  $100  million  appropriation  for  the  imple- 
mentation of  the  Communications  Assistance  for  Law  Enforcement 
Act  [CALEA]  of  1994  to  ensure  that  law  enforcement  maintains 
court-authorized  access  to  electronic  surveillance  to  perform  its 
most  complex  cases. 

In  many  ways,  this  is  not  simply  an  FBI  request,  nor  a  Depart- 
ment of  Justice  request.  The  electronic  surveillance  that  the  carrier 
compliance  request  will  fund  deals  not  only  with  law  enforcement 
but  with  national  security.  The  work  that  we  do  in  the  counter- 
intelligence area  as  well  as  the  assistance  that  we  give  the  intel- 
ligence community  is  really  dependent  on  the  access  to  conversa- 
tions, as  well  as  data,  which  go  over  the  various  electronic  net- 
works. 

The  $100  million  specifically  would  be  used  to  enforce  the 
CALEA  Act.  That  is  the  money  that  will  go  to  the  manufacturers 
and  the  carriers  to  retrofit  their  networks  to  ensure  that  we  can 
maintain  our  court-authorized  access.  The  majority  of  criminal 
wiretaps  in  the  country  are  actually  done  by  State  and  local  au- 
thorities, not  by  the  Federal  Government,  which  is  why  this  is  a 
request  for  the  law  enforcement  community  at  large.  The  majority 
of  all  of  those  requests  are  drug  cases,  which  are  the  most  difficult, 
the  most  complex,  and  where  this  particular  technique  is  so  valu- 
able. 

I  emphasize  again,  as  I  have  during  the  history  of  this  issue,  that 
the  act  and  this  funding  gives  the  FBI  no  new  powers.  All  it  does 
is  ensure  that  the  authority  that  Congress  gave  to  the  FBI  and  the 
other  law  enforcement  agencies  in  1968,  which  is  the  authority  to 
listen  to  criminal  conversations  pursuant  to  a  court  order,  is  not  re- 


449 

pealed,  de  facto,  by  a  change  in  the  technology  which  would  pre- 
clude our  access  to  those  communications. 

So  not  only  on  behalf  of  the  FBI,  but  certainly  for  our  State  and 
local  partners  and  also  for  the  intelligence  community,  this  is  a 
critical  technique.  If  we  lose  the  ability  to  access  conversations  of 
criminals,  terrorists,  and  spies  by  using  this  technique,  I  do  not 
know  how  we  could  perform  our  public  safety  mission,  and  I  think 
the  results  would  be  catastrophic. 

I  highlight  that  because  of  the  importance,  not  just  to  the  FBI, 
but  the  entire  law  enforcement  and  intelligence  community.  Again, 
there  are  no  new  powers  under  that  act.  We  are  not  seeking  to  get 
any  more  wiretaps,  or  any  abrogation  of  the  very  strict  procedures 
that  now  govern  that  technique.  It  is  simply  to  ensure  that  we  have 
continued  access. 

COUNTERTERRORISM  ENHANCEMENT 

The  second  enhancement  area,  in  the  amount  of  $18  million  and 
231  positions,  including  108  special  agents,  is  in  the  counter- 
terrorism  area.  I  know  from  the  history  of  this  committee's  support, 
as  well  as  your  individual  interest,  Senator  Lautenberg,  Mr.  Chair- 
man, and  others,  that  counterterrorism  is  probably  the  area  where 
we  continue  to  feel  most  vulnerable,  not  just  in  the  United  States, 
but  around  the  world. 

The  recent  report  released  by  the  State  Department  defines  a 
marked  increase  in  terrorist  incidents  around  the  world.  Americans 
and  American  interests  have  become  more  and  more  subject  to 
these  events.  Unfortunately,  it  is  a  routine  matter  to  have  special 
agents  in  Israel,  in  Islamabad,  in  India,  in  Kashmir,  and  many 
other  places  where  Americans  are  held  hostage,  as  is  the  case  now 
in  the  Kashmir,  where  they  are  killed,  as  was  recently  tragically 
repeated  again  in  Israel.  All  over  the  world,  Islamabad,  Karachi, 
wherever  you  look,  this  is  an  area  of  increasing  exposure  and  dan- 
ger which  we  seek  to  deal  with  by  some  additional  funding. 

Part  of  that  funding  would  deal  with  the  preparations  that  are 
underway  to  prepare  for  nuclear,  biological,  and  radioactive  at- 
tacks. Recent  events  in  Japan  could  signal  the  advent  of  a  whole 
new  series  of  challenges,  both  technologically  and  investigatively, 
and  we  need  to  be  prepared. 

The  main  priority  with  respect  to  dealing  with  terrorism  is  to 
prevent  it  and  identify  it,  but  we  also  must  have  the  investigative 
abilities  to  solve  these  problems.  I  think  the  relatively  good  record 
that  we  have  had  in  the  United  States  in  preventing  terrorism  is 
because  of  our  capability  to  deal  with  issues  such  as  a  World  Trade 
bombing  or  an  Oklahoma  bombing. 

INTERNATIONAL  INVESTIGATIVE  CAPABILITY 

The  third  area  that  I  would  like  to  speak  about  just  very  briefly 
is  our  international  investigative  capability.  On  Monday  in  New 
York  City,  an  individual  will  go  on  trial  who  is  alleged  to  be  a  lead- 
er, not  just  of  organized  crime  in  Russia,  but  of  organized  crime  in 
New  York  City.  This  particular  individual  was  investigated, 
charged,  and  is  about  to  be  tried  on  the  basis  of  evidence  received 
from  our  partners  in  the  Russian  police  force.  We  have  had  cases 
now  where  Russian  officers  have  come  to  the  United  States,  con- 
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ducted  surveillances,  introduced  witnesses  to  us,  reviewed  records. 
We  even  recently  had  one  testifying  in  the  grand  jury. 

I  emphasize  this  case  in  juxtaposition  with  another  trial  which 
started  Monday  in  New  York,  an  individual  charged  with  acts  of 
terrorism  in  the  Philippines,  the  object  of  which,  in  part,  was  to  de- 
stroy 11  United  States  aircrafts  on  one  day,  to  bring  them  down 
in  Asia  in  an  act  of  terrorism  against  the  United  States.  That  indi- 
vidual, again,  was  brought  back  to  the  United  States.  The  evidence 
used  in  that  case,  as  in  the  case  against  the  Russian  organized 
crime  leader,  was  found  overseas  by  FBI  agents  conducting  inter- 
views, forensic  searches,  relying  on  our  partners  overseas  to  get 
that  particular  evidence. 

Somewhat  like  a  general  in  the  Army,  I  think  I  would  much  pre- 
fer if  I  could  keep  all  of  my  agents  and  their  families  here  in  the 
United  States.  I  am  reluctant  to  send  them  to  very,  very  dangerous 
places,  but  I  believe,  similar  to  the  military's  needs,  we  have  to 
have  a  perimeter  of  protection.  We  have  to  have  law  enforcement 
capability  in  these  places  because  the  nature  of  crime  has  become 
more  and  more  transnational.  There  is  no  longer  a  single  geo- 
graphical border  that  protects  us,  and  to  protect  Americans  and  in- 
terests in  the  United  States,  we  need  to  have  that  capability  over- 
seas. So  we  have  asked  for  some  additional  funding  to  perform 
those  activities. 

OVERSEAS  OPERATIONS 

I  would  also  like  to  stress  that  all  of  our  overseas  operations  and 
all  of  our  planned  expansions,  which  are  modest,  in  my  view,  are 
being  done  in  very  close  coordination  with  the  State  Department. 
The  Deputy  Secretary  of  State,  Strobe  Talbot,  and  I  have  discussed 
this. 

We  have  prepared  a  report,  which  the  Congress  should  get  soon. 
The  Attorney  General  has  signed  off  on,  and,  we  believe,  the  Sec- 
retary of  State  will  sign  off  on  very  quickly.  The  preparation  of  this 
report  was  a  very  elaborate  process  where  the  needs  of  the  Ambas- 
sadors, the  capability  and  the  interests  of  the  law  enforcement 
components  were  looked  at,  analyzed  together  very  carefully,  in 
order  to  propose  to  the  Congress  one  joint  collaborative  plan.  This 
is  not  the  FBI  or  the  Department  of  Justice  going  off  on  its  own. 
This  is  a  plan  which  has  been  studied  and  carefully  reviewed  and 
now  approved  by  both  the  Attorney  General  and  the  Secretary  of 
State. 

Just  again  very  briefly,  because  of  our  overseas  capability,  sev- 
eral months  ago,  we  were  able  to  arrest  an  individual  in  Tanzania, 
an  individual  who  fled  Washington,  DC,  approximately  1  year  ago. 
He  is  a  member  of  the  First  and  Kennedy  Crew,  which  is  probably 
one  of  the  most  dangerous  and  most  notorious  gangs  in  the  District 
of  Columbia.  He  fled  very  shortly  after  a  fellow  gang  member,  a 
person  named  Lawson,  walked  into  Washington  police  head- 
quarters and  murdered  two  FBI  agents  and  a  police  sergeant. 

This  individual  fled  very  quickly  after  that.  He  was  arrested  in 
Tanzania  by  FBI  agents  who  traced  him  there  because  of  our  con- 
tacts with  the  African  police.  He  had  fled  through  Rome  and 
worked  his  way  down  to  what  he  thought  was  a  safe  haven. 
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Most  importantly,  having  the  capability  to  find  fugitives  like 
him,  or  Yosef,  who  is  now  on  trial  in  New  York  City,  is  integrally 
dependent  upon  having  FBI  agents  overseas  who  have  partners 
that  they  can  rely  upon  so  we  can  protect  Americans  here  in  the 
United  States. 

We  recently  had  another  case  where  an  individual  sitting  at  a 
keyboard  in  St.  Petersburg  managed  to  transfer  $10  million  out  of 
a  Citibank  account  fund  in  New  York  City.  So  we  are  looking  at 
transnational  crime,  not  from  the  point  of  view  of  merely  helping 
other  countries  deal  with  their  own  problems,  although  we  have  a 
great  interest  in  doing  that,  too,  but  our  primary  purpose  is  to 
make  sure  that  we  can  protect  Americans  and  get  our  job  done  and 
not  be  limited  by  borders,  which  have  really  become  irrelevant  to 
transnational  criminals. 

SOUTHWEST  BORDER  STRATEGY 

Another  area  that  we  have  asked  for  an  enhancement  has  to  do 
with  the  Southwest  border  strategy.  Administrator  Constantine, 
my  friend  and  colleague  who  you  will  hear  from  shortly,  has  been 
very,  very  successful  in  setting  up  with  the  FBI  what  is,  for  the 
first  time,  a  consolidated  national  drug  strategy  in  the  portion  of 
the  country  where  we  feel  most  vulnerable,  where  70  percent  of  the 
cocaine  entering  the  United  States  crosses  an  international  border. 

We  have  put  together  FBI  and  DEA  investigators,  intelligence, 
and  operational  capacities  in  really  a  historical  way.  We  have  DEA 
associate  special  agents  in  charge  leading  FBI  agents.  Conversely, 
we  have  integrated  all  of  our  resources,  our  intelligence  capability, 
and  our  operational  techniques. 

We  are  asking  from  the  FBI's  point  of  view  for  $16  million  and 
104  additional  positions,  including  50  agents.  An  additional  $3  mil- 
lion and  33  positions,  including  20  agents,  which  would  deal  spe- 
cifically with  public  corruption,  mostly  on  our  side  of  the  border. 
Public  corruption  has  been  the  great  facilitator  of  a  lot  of  this  drug 
problem. 

We  have  had  some  success  in  the  area,  including  the  recent  re- 
turn to  the  United  States  of  Juan  Garcia  Abrego,  the  head  of  one 
of  the  four  main  Mexican  trafficking  organizations.  It  was  not  a 
stroke  of  luck  by  which  we  got  him.  We  got  him  by  the  very  coura- 
geous activity  of  the  Mexican  attorney  general  and  the  preparation 
and  investigations  and  waiting  indictments  which  the  Southwest 
border  project  had  established. 

VIOLENT  CRIME 

The  fifth  area  with  respect  to  enhancements  that  I  would  men- 
tion very  briefly  is  violent  crime.  The  Federal  Government  is  not 
the  primary  agency  involved  in  the  fight  against  violent  crime.  It 
is  our  700,000  very  brave  and  very  competent  State  and  local  offi- 
cers, 174  of  whom  we  are  honoring  this  week,  who  were  killed  in 
the  line  of  duty  in  1995. 

But  the  Federal  Government  can  bring  a  very  particular  exper- 
tise in  supporting  and  directing  that  primary  responsibility.  Our 
task  forces,  our  RICO  statutes,  our  continuing  criminal  enterprise 
statutes,  our  wiretapping  ability,  our  interstate  and  international 
capabilities  allow  us  to  organize  rather  than  supervise  the  very 
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strong  numbers  of  State  and  local  officers  who  share  our  task 
forces. 

In  particular,  with  respect  to  the  problems  we  are  seeing  in  the 
juvenile  crime  increase  with  respect  to  violent  felonies,  the  good 
news  is  that  there  is  a  decrease  in  most  of  our  major  cities  with 
respect  to  violent  crime.  The  bad  news  is  that  among  the  juvenile 
population,  which  will  expand  rapidly  in  the  next  10  years,  there 
is  an  explosion  with  respect  to  violent  crime.  That  is  an  area  that 
we  would  very  much  like  to  focus  on  in  terms  of  gang  violence  and 
in  terms  of  drug  strategies.  It  is  an  area  where  we  requested  en- 
hancement for  1997. 

FEDERAL  WIRELESS  COMMUNICATIONS 

The  last  area  that  I  would  mention  would  be  the  Federal  wireless 
communication  initiatives.  We  received  from  you,  Mr.  Chairman, 
earlier  this  week,  a  letter  indicating  your  great  interest,  as  well  as 
your  appreciation  for  the  complexity  of  this  problem.  We  are  con- 
cerned, as  law  enforcement  officers  and  as  public  safety  officers, 
that  as  the  Federal  Government  auctions  off  more  and  more  spec- 
trum and  megahertz,  it  may  become  very  difficult  to  establish  one 
interoperable  public  safety  channel.  A  wireless  channel  where,  not 
just  police  and  law  enforcement,  but  public  safety  entities,  could 
talk  and  interoperate  is  very,  very  critical. 

We  have  had  cases  recently  where  Federal  agents  and  police  offi- 
cers, and  even  Federal  agents  in  different  agencies,  have  had  to 
come  out  of  their  cars  to  communicate  because  of  the  different 
channels  that  they  use.  In  New  York  City,  the  FBI  on  a  daily  basis 
borrows  frequencies  from  other  agencies  in  order  to  conduct  its 
street  operations,  not  just  in  criminal  cases,  but  in  counterintel- 
ligence. So  we  are  very  concerned  about  the  issue. 

We  have  put  together,  as  you  know,  the  Federal  law  enforcement 
wireless  users  group.  There  is  a  report  that  is  due  to  Congress  in 
September — we  are  trying  to  expedite  the  preparation  of  that  mate- 
rial— to  do  two  things.  One,  identify  the  spectrum  that  public  safe- 
ty will  need  going  into  the  next  century  to  make  sure  that  we  do 
not  have  to  buy  our  way  back  onto  that  spectrum,  which  could  cost 
perhaps  millions  of  dollars,  particularly  in  the  narrow  band  area, 
but  also  to  make  sure  that  we  efficiently  use  the  available  spec- 
trum and  that  we  consolidate  where  possible  the  channels  for  data 
transmission  as  well  as  the  new  imagery  transmissions  which  will 
be  important. 

PREPARED  STATEMENT 

Again,  I  just  want  to  conclude  by  thanking  you,  Mr.  Chairman, 
and  the  committee,  consistently  aware  of  our  problems,  supportive 
of  our  initiatives,  as  well  as  giving  us  leadership,  and  for  that  we 
are  very  appreciative. 

[The  statement  follows:] 

Prepared  Statement  of  Louis  J.  Freeh 

The  President's  1997  budget  proposes  a  total  of  $2,837,382,000  in  direct  budget 
authority  and  23,691  positions  (10,074  agents)  for  the  FBI  under  four  separate  ap- 
propriations: Salaries  and  Expenses,  $2,548,583,000  and  23,685  positions  (10,074 
agents);  Violent  Crime  Reduction  Program,  $133,123,000  and  6  positions;  Construe- 
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tion,  $55,676,000;  and  Telephone  Carrier  Compliance,  $100,000,000.  This  request 
represents  a  net  increase  of  $310,310,000  over  the  1996  appropriation  anticipated 
and  a  net  program  increase  totaling  $227,789,000,  including  751  positions  (182 
agents). 

Additionally,  the  President's  1997  budget  for  the  Interagency  Crime  and  Drug  En- 
forcement appropriation  would  provide  reimbursements  totaling  $106,623,000  for 
981  positions  (592  agents)  for  FBI  participation  in  Interagency  Crime  and  Drug  En- 
forcement Task  Force  related  activities. 

The  President's  1997  budget  also  includes  a  legislative  proposal  that  would  estab- 
lish mandatory  funding  for  the  investigation  of  health  care  fraud  cases.  If  enacted, 
existing  FBI  resources  directed  toward  health  care  fraud  investigations,  $38,000,000 
and  418  positions  (247  agents),  would  shift  from  discretionary  to  mandatory  funding 
status.  Under  this  proposal,  the  FBI  would  be  allocated  a  total  of  $56,000,000  and 
511  positions  (339  agents)  from  the  Fund  in  1997  for  health  care  fraud  investiga- 
tions. 

SALARIES  AND  EXPENSES 

For  1997,  the  FBI  is  requesting  a  Salaries  and  Expenses  appropriation  totaling 
23,685  positions  (10,074  agents)  and  $2,548,583,000,  including  749  new  positions 
(182  agents)  and  $89,824,000  in  program  increases. 

Organized  Criminal  Enterprises 

The  Organized  Criminal  Enterprises  program  provides  resources  needed  to  iden- 
tify, investigate,  and  reduce  the  influence  of  the  La  Cosa  Nostra,  Asian.  Italian,  Eu- 
ropean, Eurasian,  South  American,  Mexican,  African,  and  other  international  and 
domestic  organized  crime  groups.  At  the  core  of  the  FBI's  Organized  Criminal  En- 
terprise program  is  the  recognition  that  the  greatest  impact  on  organized  crime  and 
drug  trafficking  is  achieved  by  concentrating  investigations  on  the  major  domestic 
and  international  criminal  organizations  and  regional  groups  which  control  signifi- 
cant segments  of  illegal  activities  in  the  United  States.  Toward  this  end,  resources 
are  focused  in  an  organizationally-based,  intelligence  driven  approach  to  fully  iden- 
tify, disrupt,  and  dismantle  criminal  organizations  using  the  Enterprise  Theory  of 
Investigation.  Investigations  often  employ  the  use  of  undercover  operations,  court- 
approved  electronic  surveillance,  and  extensive  physical  surveillance  of  targets.  Dur- 
ing 1995,  investigative  efforts  under  the  Organized  Criminal  Enterprises  program 
resulted  in  the  filing  of  2,313  information  and  indictments,  the  arrest  of  1,775  sub- 
jects, and  the  conviction  of  1,429  persons.  Additionally,  1,585  civil  forfeiture  judg- 
ments and  criminal  forfeiture  orders  were  obtained.  Seizures  of  illegal  drugs  and 
other  contraband  valued  at  $229,610,000  were  made.  For  1997,  the  Organized 
Criminal  Enterprises  program  requires  $377,221,000  and  3,886  positions,  including 
program  increases  totaling  $16,972,000  and  112  positions  (54  agents)  for  initiatives 
addressing  drug  trafficking  along  the  Southwest  Border,  training  and  technical  as- 
sistance for  foreign  law  enforcement,  expansion  of  overseas  Legal  Attache  offices, 
and  the  purchase  of  drug  evidence  and  informant  payments. 

The  Southwest  Border  Project  (SWBP)  is  a  joint  FBI,  Drug  Enforcement  Adminis- 
tration (DEA),  United  States  Attorneys  initiative  targeting  the  four  most  significant 
Mexican  Drug  Trafficking  Organizations  (MDTO's).  These  organizations  are  in- 
volved in  the  trafficking  of  bulk  quantities  of  cocaine,  marijuana,  and  heroin,  as  well 
as  the  laundering  of  money  obtained  from  drug  activities.  MDTO's  promote  corrup- 
tion of  public  officials  through  a  combination  of  intimidation  and  violence,  as  well 
as  monetary  payments  to  gain  influence  and  access.  These  organizations  operate 
internationally,  principally  with  Colombian  drug  cartels.  Mexican  organizations  are 
also  interacting  with  Italian,  Asian,  and  Nigerian  criminal  enterprises  by  providing 
transportation  services,  storage  facilities,  and  access  to  corrupt  public  officials  to  fa- 
cilitate the  movement  of  illicit  drugs  and  contraband,  and  illegal  aliens.  Currently, 
the  FBI  has  198  agents  assigned  to  SWBP  cases.  To  further  enhance  efforts  against 
these  four  MDTO's  in  1997,  the  FBI  requires  an  additional  $8,410,000  and  104  posi- 
tions (50  agents). 

Recognizing  the  growing  international  nature  of  crime,  the  FBI  is  working  to  es- 
tablish cooperative  relationships  with  foreign  law  enforcement  agencies,  particularly 
in  the  countries  of  the  former  Soviet  Union,  Eastern  Europe,  and  the  Baltics.  In  par- 
ticular, the  FBI  is  providing  training  and  technical  assistance  to  foreign  law  enforce- 
ment. This  assistance  is  made  possible  through  funding  appropriated  to  the  Depart- 
ment of  State  for  the  Freedom  Support  Act  (FSA)  and  Support  for  Eastern  European 
Democracies  (SEED)  programs.  In  1995,  the  FBI  coordinated  over  40  in-country 
training  and  assistance  programs  for  12  foreign  governments.  More  than  1,800  for- 
eign law  enforcement  officers  received  training  under  these  programs.  For  1997,  the 
FBI  requires  $2,090,000  for  FBI  costs  involved  in  providing  training  in  the  countries 
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of  the  former  Soviet  Union,  Eastern  Europe,  and  the  Baltics.  These  costs  include 
instructor  travel,  course  development,  translation  services,  interpreter  services,  and 
related  expenses.  Student  costs  would  continue  to  be  covered  by  funding  appro- 
priated to  the  Department  of  State  for  FSA  and  SEED  programs.  Additionally, 
$300,000  is  required  for  FBI  costs  associated  with  the  building  of  democratic  law 
enforcement  institutions  in  Kazakhstan  and  the  Ukraine. 

International  crime  has  a  direct  impact  on  the  citizens  and  economy  of  the  United 
States.  To  facilitate  the  investigation  of  violations  of  United  States  law  that  tran- 
scend national  boundaries,  the  FBI  operates  23  overseas  Legal  Attache  posts, 
staffed  by  70  agents  and  54  support  st^.T.  These  resources  support  the  goals  and 
objectives  of  each  of  the  FBI's  three  investigative  programs:  Organized  Criminal  En- 
terprises, White-Collar  Crime,  and  Other  Field  programs.  These  overseas  offices  are 
critical  to  establishing  and  maintaining  "cop-to-cop"  partnerships  with  foreign  law 
enforcement  agencies.  The  FBI  recently  developed  a  multi-year  plan  for  the  expan 
sion  of  overseas  Legal  Attache  posts  into  additional  countries  to  facilitate  the  inves 
tigation  of  organized  crime,  drugs,  terrorism,  violent  crimes,  white-collar  crimes 
and  national  security  matters.  This  plan  is  presently  undergoing  Administration  re 
view  prior  to  submission  to  the  Congress.  In  1996,  Congress  appropriated  funding 
for  nonpersonnel  costs  associated  with  opening  four  new  Legal  Attache  offices 
Egypt  (Cairo),  Israel  (Tel  Aviv),  Pakistan  (Islamabad),  and  Peoples  Republic  of 
China  (Beijing).  This  funding  recurs  in  1997  to  continue  the  proposed  expansion 
plan.  For  1997,  the  FBI  requires  an  additional  $1,172,000  and  8  positions  (4  agents) 
to  staff  additional  Legal  Attache  offices  proposed  for  opening  under  the  multi-year 
plan. 

Funding  totaling  $5,000,000  is  also  required  in  1997  for  the  purchase  of  drug  evi- 
dence and  informant  payments.  Controlled  drug  purchases  are  a  critical  investiga- 
tive technique  used  by  the  FBI  to  identify  traffickers  and  gang  members,  to  identify 
methods  of  distribution  and  sources  of  supply,  and  to  gather  evidence  for  use  in 
trials.  Drug  purchases  also  provide  an  opportunity  to  introduce  undercover  agents 
to  the  organization.  The  quantity  of  drugs  sold  directly  impacts  the  length  of  sen- 
tence meted  out  to  offenders.  Similarly,  informants  and  cooperating  witnesses  pro- 
vide essential  intelligence  on  criminal  activities  that  may  not  otherwise  be  obtain- 
able by  law  enforcement.  The  FBI's  ability  to  secure  and  maintain  the  assistance 
of  informants  and  cooperating  witnesses  depends  largely  upon  its  ability  to  com- 
pensate them  for  their  services. 

White-Collar  Crime 

Through  the  White-Collar  Crime  program,  the  FBI  investigates  Government  pro- 
gram fraud,  health  care  fraud,  thefts  and  embezzlements  from  financial  institutions, 
violations  of  Federal  environmental  statutes  and  regulations,  telemarketing  fraud, 
computer  fraud  and  abuse,  money  laundering,  insurance  fraud,  public  corruption, 
and  bankruptcy  fraud.  Increasingly,  white-collar  crime  investigations  are  becoming 
international  in  nature  as  criminals  exploit  computer  and  related  electronic  tech- 
nologies to  commit  frauds  and  transfer  illegally  obtained  monies  to  foreign  banks. 
To  attack  the  problem  of  white-collar  crime,  the  FBI  uses  a  wide  range  of  investiga- 
tive techniques,  including  undercover  operations  and  court-approved  electronic  sur- 
veillance. Additionally,  the  program  provides  investigative  support  to  antitrust  in- 
vestigations brought  about  by  the  Department  of  Justice  and  to  investigations  con- 
ducted by  Independent  Counsels.  During  1995,  the  FBI  conducted  23,247  white-col- 
lar crime  investigations.  In  1995,  investigative  efforts  resulted  in  the  filing  of  6,580 
information  and  indictments,  the  conviction  of  5,635  persons,  and  the  imposition  of 
$142,170,000  in  fines.  The  value  of  stolen  items  recovered  and  court-ordered  restitu- 
tions exceeded  $3.3  billion.  For  1997,  the  White-Collar  Crime  program  requires 
$436,014,000  and  4,591  positions,  including  a  program  increase  of  $3,029,000  and 
33  positions  (20  agents). 

The  United  States  Government  is  focusing  substantial  resources  along  the  South- 
west Border  to  combat  the  problems  of  illegal  immigration  and  drug  trafficking. 
These  illicit  activities  are  highly  profitable  criminal  enterprises,  often  carried  out  by 
organized  groups  that  are  willing  and  able  to  undermine  enforcement  efforts 
through  the  corruption  of  public  officials,  including  law  enforcement  officers.  FBI  in- 
vestigations in  the  Southwest  Border  States,  along  with  information  provided  by 
other  Federal  agencies,  have  documented  evidence  of  a  significant  public  corruption 
problem  among  Federal,  State,  and  local  law  enforcement.  As  a  result  of  this  corrup- 
tion, major  drug  traffickers  continue  to  smuggle  large  quantities  of  illegal  narcotics 
across  the  Southwest  Border.  Under  the  auspices  of  the  SWBP,  the  FBI  requires  an 
increase  of  $3,029,000  and  33  positions  (20  agents)  to  attack  the  corruption  of  public 
officials,  including  law  enforcement  personnel,  along  the  Southwest  Border.  These 
resources  will  allow  the  formation  of  multi-agency  task  forces  of  Federal,  State,  and 
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local  law  enforcement,  that  will  focus  on  identifying  and  eliminating  corruption 
within  agencies. 

Other  Field  programs 

Resources  provided  for  Other  Field  programs  are  required  to  investigate  violent 
and  major  property  crimes,  including  crimes  committed  on  Government  property 
and  Indian  reservations,  to  locate  and  apprehend  serious  fugitives,  to  investigate 
violations  of  civil  rights  statutes,  to  prevent  and  investigate  acts  of  terrorism,  and 
to  protect  the  national  security  of  the  United  States.  This  program  also  includes  the 
investigative  services,  programs,  and  assistance  provided  by  the  Critical  Incident 
Response  Group  (CIRG),  located  at  the  FBI  Academy,  Quantico,  Virginia. 

Violent  crime  remains  a  significant  problem  in  the  United  States  and  a  significant 
concern  to  its  citizens.  FBI  Uniform  Crime  Report  data  show  that  the  violent  crime 
rate  increased  40  percent  over  the  past  10  years  and  79  percent  over  the  past  20 
years.  The  cost  of  these  crimes  have  two  dimensions:  first,  a  dollar  amount  cal- 
culated by  adding  up  property  losses,  productivity  losses,  and  medical  expenses,  and 
second,  an  amount  less  easily  quantified  because  it  is  measured  in  terms  of  the 
pain,  emotional  trauma,  injury,  and  death  that  result  from  violent  crimes.  Research- 
ers have  estimated  that  crime  victimizations  annually  generate  $105  billion  in  prop- 
erty and  productivity  losses  and  outlays  for  medical  expenses.  This  amounts  to  an 
annual  "crime  tax"  of  $425  for  every  man,  woman,  and  child  in  the  United  States. 
The  FBI's  Other  Field  programs  provides  resources  required  to  investigate  violent 
crimes  involving  Federal  statutes,  including  those  committed  on  Government  prop- 
erty and  Indian  reservations,  as  well  as  to  provide  investigative  assistance  to  State 
and  local  law  enforcement  in  locating  and  arresting  fugitives  wanted  for  serious,  vio- 
lent offenses.  The  FBI  uses  undercover  operations,  joint  agency  task  forces,  court- 
approved  electronic  surveillance,  and  other  investigative  techniques  to  reduce  the 
impact  of  violent  crime  on  the  Nation's  communities.  During  1995,  FBI  violent 
crimes  investigations  resulted  in  the  filing  of  6,320  information  and  indictments,  the 
arrests  of  24,265  individuals,  and  the  convictions  of  5,284  persons  in  Federal  court 
and  2,007  persons  in  State  or  local  court.  FBI  violent  crime  efforts  are  consistent 
with  the  Anti-Violent  Crime  Initiative,  announced  in  March  1994,  and  the  National 
Gang  Strategy,  announced  in  December  1995. 

Other  Field  programs  resources  also  support  civil  rights  investigations  that  focus 
upon  the  protection  of  the  civil  rights  of  all  persons  in  the  United  States.  This  area 
includes  investigations  under  the  Freedom  of  Access  to  Clinic  Entrances  (FACE) 
Act.  The  CIRG  provides  the  FBI  with  the  capabilities  to  respond  to  crisis  situations, 
such  as  hostage/barricade  situations  and  terrorist  incidents.  The  group  encompasses 
the  FBI's  Hostage  Rescue  Team,  special  weapons  and  tactics  training,  negotiator 
training,  aviation  and  special  operations  services,  and  undercover  operations  sup- 
port. The  CIRG  also  provides  investigative  assistance  and  training  to  Federal,  State, 
and  local  law  enforcement  agencies  in  a  number  of  areas,  including  child  abduction 
cases,  serial  crimes  and  murders,  crisis  management,  and  criminal  profiling.  The 
group  includes  the  activities  of  the  National  Center  for  the  Analysis  of  Violent 
Crime  and  the  Morgan  P.  Hardiman  Task  Force  on  Missing  Children. 

The  FBI  is  the  lead  Federal  law  enforcement  agency  in  the  United  States  Govern- 
ment's efforts  to  combat  terrorism.  Recent  terrorist  incidents,  such  as  the  bombings 
of  the  World  Trade  Center  in  New  York  City,  New  York,  and  the  Murrah  Federal 
Office  Building  in  Oklahoma  City,  Oklahoma,  have  greatly  heightened  the  aware- 
ness of  citizens  to  the  vulnerability  of  the  United  States  to  criminal  acts  by  both 
domestic  and  international  terrorist  groups.  In  the  aftermath  of  the  Oklahoma  City 
bombing,  the  FBI  established  a  Counter-terrorism  Center  that  will  serve  as  a  na- 
tional clearinghouse  for  critical  information  about  terrorism  and  terrorist  groups 
that  can  be  coordinated  and  shared  among  the  law  enforcement  and  intelligence 
communities.  The  FBI  also  works  closely  with  State  and  local  law  enforcement  in 
a  number  of  cities  through  Joint  Terrorism  Task  Forces.  Another  important  element 
of  the  FBI's  counter-terrorism  program  is  special  events  management.  Through  this 
activity,  the  FBI  coordinates  contingency  planning  for  responding  to  a  potential  ter- 
rorist incident  during  an  event  such  as  the  Olympic  Games,  World  Cup,  or  national 
political  conventions.  Other  Field  programs  also  include  resources  for  activities  in 
support  of  national  security  matters.  For  1997,  Other  Field  programs  require 
$960,650,000  and  9,214  positions,  including  program  increases  totaling  $29,143,000 
and  319  positions  (108  agents). 

The  United  States,  because  of  its  size,  extensive  borders,  open  society,  diverse 
population,  and  involvement  in  the  global  arena,  is  vulnerable  to  acts  of  terrorism 
by  both  domestic  and  international  terrorist  groups.  Investigations  have  identified 
terrorist  infrastructures  and  support  networks  in  place  in  the  United  States.  To  con- 
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duct  necessary  investigations  of  terrorist  groups  and  activities,  the  FBI  requires  an 
increase  of  $18,276,000  and  231  positions  (108  agents). 

An  important  element  of  the  FBI's  response  to  the  problem  of  violent  crime  has 
been  the  establishment  of  Safe  Streets  Task  Forces.  These  task  forces  team  the  FBI 
with  other  Federal,  State,  and  local  law  enforcement  agencies  to  focus  on  street 
gang  and  drug-related  violence,  as  well  as  the  most  significant  fugitives  wanted  for 
crimes  of  violence  and  other  major  offenders.  The  FBI  presently  operates  138  Safe 
Streets  Task  Forces  that  involve  708  FBI  agents,  1,033  State  and  local  law  enforce- 
ment officers,  and  183  other  Federal  law  enforcement  investigators.  By  1997,  the 
number  of  task  forces  is  expected  to  grow  to  158.  As  these  task  forces  expand  in 
both  number  of  task  forces  and  participants,  there  is  a  complementary  need  for  typ- 
ists and  related  support  staff.  These  staff  are  needed  to  help  prepare  arrest  and 
search  warrants,  assemble  case  reports,  and  type  communications,  interviews,  and 
other  investigative  documents.  The  FBI  provides  all  non-law  enforcement  support 
for  Safe  Streets  Task  Forces  since  most  police  departments  do  not  have  the  ability 
to  assign  non-sworn  personnel  to  these  inter-agency  teams.  Additionally,  most  Safe 
Streets  Task  Forces  operate  from  office  space  located  in  FBI  field  offices.  For  1997, 
the  FBI  requires  a  program  increase  of  $2,867,000  and  88  positions  to  provide  sup- 
port services  to  Safe  Streets  Task  Forces. 

Executive  Order  10450  and  Office  of  Personnel  Management  regulations,  Chapter 
736,  require  that  all  persons  in  the  Government  in  special-sensitive  positions  be 
subject  to  reinvestigation  every  5  years.  All  FBI  employees  hold  'Top  Secret"  clear- 
ances and  are  in  special-sensitive  positions.  To  comply  with  these  requirements,  the 
FBI  has  instituted  a  full  reinvestigation  program  for  all  employees  and  contract  em- 
ployees with  access  to  classified  materials  and  facilities.  The  Aldrich  Ames  espio- 
nage case  demonstrates  the  damage  to  the  United  States  Government  that  can 
occur  when  an  employee  with  access  to  national  security  information  and  other  sen- 
sitive Government  is  compromised.  Presently,  these  reinvestigations  are  being  per- 
formed primarily  by  Special  Agents,  with  some  use  of  contract  special  investigators. 
The  use  of  contract  special  investigators  would  allow  the  FBI  to  redirect  these 
agents  back  to  higher  priority  counterterrorism  and  national  security  matters.  A 
program  increase  of  $8,000,000  is  required  in  1997  to  implement  full  five-year  re- 
investigations of  FBI  employees  and  contract  employees  having  access  to  classified 
materials  and  facilities.  This  funding  will  be  used  to  acquire  the  services  of  contract 
special  investigators  to  conduct  reinvestigations,  to  acquire  additional  polygraph 
equipment,  and  for  operational  costs. 

Training,  Recruitment,  and  Applicant 

The  Training,  Recruitment,  and  Applicant  program  provides  resources  required  to 
recruit  and  hire  the  most  qualified  individuals  available  to  meet  FBI  agent  and  sup- 
port staffing  needs,  to  train  FBI  employees,  and  to  provide  training  and  investiga- 
tive assistance  to  other  Federal,  State,  local,  and  international  law  enforcement  and 
criminal  justice  personnel.  Within  this  program  are  resources  for  the  FBI  Academy, 
located  at  Quantico,  Virginia.  In  1995,  the  FBI  Academy  supported  the  training  of 
757  new  FBI  Agents,  1,029  State  and  local  National  Academy  program  students, 
9,038  FBI  employees  attending  in-service  classes,  229  FBI  employees  participating 
in  executive  development  programs,  and  4,055  FBI  employees  attending  specialized 
or  technical  programs.  The  facilities  of  the  FBI  Academy  are  also  used  by  the  DEA 
for  basic  agent  training.  In  addition,  FBI  Academy  instructors  provided  instruction 
to  15,059  students  at  State,  local,  and  regional  training  facilities.  A  total  of  66  stu- 
dents were  trained  at  the  International  Law  Enforcement  Academy  (ILEA)  in  Buda- 
pest, Hungary.  In  support  of  an  aggressive  hiring  effort  in  1995,  the  FBI  processed 
19,524  applications  for  the  Special  Agent  position  and  6,400  support  applications 
were  processed  and  757  new  Special  Agents  and  1,759  new  support  employees  hired. 
It  is  anticipated  that  a  similar  heavy  volume  of  hiring  and  training  will  continue 
through  1996  and  1997.  For  1997,  the  Training,  Recruitment,  and  Applicant  pro- 
gram requires  $92,456,000  and  856  positions,  including  program  increases  totaling 
$6,408,000  and  88  positions  to  achieve  recruitment  and  hiring  goals. 

International  crime,  particularly  acts  of  terrorism,  nuclear  smuggling,  organized 
crime,  computer  crime,  and  drug  trafficking,  directly  impacts  the  citizens  and  econ- 
omy of  the  United  States.  The  FBI  is  using  a  number  of  approaches  to  develop  coop- 
erative law  enforcement  programs  to  deal  with  international  crime.  In  April  1995, 
the  ILEA,  in  Budapest,  Hungary,  began  training  programs  for  law  enforcement  offi- 
cers from  the  countries  of  the  former  Soviet  Union,  Eastern  Europe,  and  the  Baltics. 
The  FBI  is  the  lead  United  States  Government  agency  for  the  coordination  of  ILEA 
training  programs.  These  programs  foster  the  development  of  "cop-to-cop"  partner- 
ships not  only  between  United  States  law  enforcement  and  participating  officers, 
but  also  between  and  among  the  students  themselves.  This  interaction  will  yield 
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more  effective  cooperation  among  nations  in  the  fight  against  international  crime. 
To  support  ILEA  operations  in  1997,  the  FBI  requires  a  program  increase  of 
$1,970,000  for  instructors,  interpreter  services,  translation  of  materials,  and  related 
expenses.  An  additional  $300,000  is  required  for  international  training  programs  in 
countries  other  than  Eastern  Europe,  the  Baltics,  and  the  former  Soviet  Union. 

The  FBI  strives  to  identify  and  implement  innovative  programs  and  policies  that 
maximize  the  number  of  agents  directly  assigned  to  anti-crime  and  national  security 
initiatives.  One  such  program  is  the  nationwide  implementation  of  the  Background 
Investigations  Contract  Services  (BICS)  program.  Through  this  program,  contract 
special  investigators  perform  applicant  investigations  previously  assigned  to  FBI 
Agents.  The  use  of  contract  investigators  permits  the  FBI  to  redirect  agents  from 
applicant  matters  to  higher  priority  criminal  and  national  security  investigations. 
A  program  increase  of  $227,000  is  required  to  complete  the  expansion  of  the  BICS 
program  to  all  56  FBI  field  offices  and  cover  36  categories  of  applicant  investiga- 
tions. Additionally,  $3,911,000  and  88  positions  are  required  to  convert  the  appli- 
cant investigation  support  staff  from  a  reimbursable  funded  status  to  direct  funded 
status.  Prior  to  BICS  implementation,  these  88  positions  were  funded  through  reim- 
bursements from  other  Federal  agencies  using  the  FBI  to  perform  background  inves- 
tigations; however,  under  BICS,  this  reimbursement  would  no  longer  be  collected  to 
offset  the  costs  of  these  employees  for  providing  program  management,  contract 
oversight,  and  administrative  support  to  BICS  special  investigators. 

Forensic  Services 

The  successful  investigation  and  prosecution  of  crimes  requires,  in  most  cases,  the 
collection,  examination,  and  scientific  analysis  of  evidence  recovered  at  the  scene  of 
the  incident  and  obtained  during  the  course  of  the  investigation.  Oftentimes,  the 
availability  and  presentation  of  physical  evidence  is  used  in  court  to  demonstrate 
the  guilt,  either  directly  or  circumstantially,  of  the  person  on  trial.  The  Forensic 
Services  program  supports  the  operations  of  the  FBI  Laboratory,  one  of  the  largest 
and  most  comprehensive  crime  laboratories  in  the  world  and  the  only  full-service 
Federal  forensic  laboratory.  The  FBI  Laboratory  performs  examinations  of  evidence 
for  all  duly  constituted  law  enforcement  agencies — Federal,  State,  and  local — in  the 
United  States.  During  1995,  FBI  Laboratory  examiners  and  technicians  conducted 
632,825  examinations  of  evidentiary  items  submitted.  Additionally,  2,598,964  latent 
fingerprint  comparisons  were  performed.  FBI  Laboratory  personnel  also  provide 
training  to  other  law  enforcement  and  crime  laboratory  personnel  at  the  FBI  Acad- 
emy, in  Quantico,  Virginia,  at  regional  and  local  training  sites,  and  at  the  Hazard- 
ous Devices  School  in  Redstone,  Alabama.  During  1995,  the  FBI  trained  3,315  stu- 
dents in  basic  and  advanced  forensic  science  topics.  Additionally,  the  forensic  re- 
search and  development  program  focuses  on  the  development  and  implementation 
of  improved  and  new  examination  techniques  and  forensic  technologies.  For  exam- 
ple, the  FBI  Laboratory  is  a  leader  in  the  forensic  application  of  DNA  identification 
technology.  In  1996,  the  FBI  began  a  major  initiative  to  relocate  the  FBI  Laboratory 
from  its  present  location  in  the  FBI  Headquarters  building  to  a  new,  stand-alone 
facility.  For  1997,  the  Forensic  Services  program  requires  $66,980,000  and  678  posi- 
tions, including  a  program  increase  of  $2,850,000. 

Among  the  investigative  services  managed  and  provided  by  the  FBI  Laboratory 
is  the  translation  of  written  and  oral  communications  through  the  use  of  both  quali- 
fied FBI  language  specialists  and  contract  linguists.  The  FBI,  DEA,  and  United 
States  Attorneys  are  targeting  the  four  most  significant  MDTO's  under  the  SWBP. 
Among  the  investigative  techniques  to  be  used  against  these  drug  trafficking  organi- 
zations will  be  court-approved  electronic  surveillance.  Contract  linguists  are  re- 
quired to  assist  SWBP  investigations  by  providing  contemporaneous  monitoring  and 
translation  of  intercepted  Spanish-language  conversations  and  translation  of  seized 
records  and  other  documents.  Federal  wiretap  statutes  require  contemporaneous 
monitoring  of  intercepted  conversations  to.  comply  with  statutory  requirements  for 
minimization.  Contemporaneous  monitoring  of  target  conversations  is  also  required 
to  exploit  effectively  time  sensitive  information  regarding  drug  trafficking  operations 
that  is  intercepted.  Contract  linguists  are  also  needed  to  translate  consensually  re- 
corded conversations  involving  cooperating  witnesses,  undercover  agents,  and  case 
targets.  A  program  increase  of  $2,850,000  is  required  to  acquire  the  services  of  con- 
tract linguists  to  support  SWBP  investigations. 

Information  Management,  Automation,  and  Telecommunications 

FBI  investigations  depend  upon  the  collection,  analysis,  and  sharing  of  investiga- 
tive case  and  intelligence  information.  Coordination  of  investigative  activities  and 
administrative  services  among  56  field  offices,  approximately  400  local  FBI  offices, 
interagency  task  forces,  23  overseas  Legal  Attache  posts,  4  regional  computer  and 
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information  technology  centers,  and  FBI  Headquarters  requires  the  acquisition,  op- 
eration, and  maintenance  of  computer  systems  and  telecommunications  services. 
The  Information  Management,  Automation,  and  Telecommunications  program  sup- 
ports the  FBI's  information  collection,  storage,  retrieval,  and  dissemination  require- 
ments. The  ability  to  process  large  amounts  of  seized  or  subpoenaed  documents,  as 
well  as  store  and  retrieve  on  a  timely  basis  intelligence  and  investigative  informa- 
tion, is  critical  to  each  of  the  FBI's  investigative  and  intelligence  programs.  Re- 
sources provided  in  this  program  are  also  used  to  develop  specialized  investigative, 
intelligence,  and  administrative  information  systems  to  support  FBI  mission  re- 
quirements. Additionally,  the  FBI  conducts  name  searches,  on  both  a  fee  and  non- 
fee  basis,  of  its  central  records  system  for  other  Federal  agencies,  State  and  local 
law  enforcement,  Congressional  committees,  Federal  courts,  and  select  foreign  law 
enforcement  and  intelligence  agencies.  For  1997,  the  Information  Management,  Au- 
tomation, and  Telecommunications  program  requires  a  total  of  $168,438,000  and 
1,074  positions,  including  a  program  increase  of  $3,327,000  and  129  positions. 

Resources  provided  in  the  Information,  Management,  Automation,  and  Tele- 
communications program  support  the  FBI's  Freedom  of  Information/Privacy  Act 
(FOIPA)  program  which  facilitates  the  lawful  public  access  to  FBI  records.  The  vol- 
ume of  requests  submitted  to  the  FBI  under  the  FOIPA  greatly  exceeds  the  ability 
of  the  FBI  to  process  these  requests  on  a  timely  basis  and  in  compliance  with  statu- 
tory requirements.  Additionally,  other  factors  outside  the  control  of  the  FBI  have 
contributed  to  a  backlog  of  requests,  including  changes  in  processing  rules  requiring 
further  cases  reviews,  litigation  over  disclosure  of  file  information,  and  court-im- 
posed deadlines.  The  FBI  has  a  backlog  of  15,000  requests,  representing  in  excess 
of  2,500,000  pages  of  materials,  for  processing  under  the  FOIPA.  Additionally,  com- 
pliance with  Executive  Order  12958,  issued  in  October  1995,  requires  the  review  of 
approximately  76,936,500  pages  of  classified  national  security  information  to  comply 
with  declassification  requirements.  To  reduce  the  backlog  of  FOIPA  requests  and 
perform  the  timely  review  of  classified  materials,  the  FBI  requires  a  program  in- 
crease of  $3,327,000  and  129  positions  in  1997. 

Technical  Field  Support  and  Services 

The  Technical  Field  Support  and  Services  program  provides  resources  to  acquire, 
install,  operate,  and  maintain  technical  and  related  investigative  support  equipment 
and  services,  such  as  the  FBI's  nationwide  digital  voice  privacy  radio  system,  other 
specialized  radio  communications,  physical  and  electronic  surveillance,  advanced  te- 
lephony, tactical  operations,  forensic  examinations  of  audio  and  video  recordings  and 
devices,  and  crisis  response.  Through  this  program,  the  FBI  also  provides  special- 
ized technical  training  to  agents  and  electronics  technicians.  This  program  also  en- 
compasses the  activities  and  staff  of  the  Engineering  Research  Facility  located  at 
the  FBI  Academy,  Quantico,  Virginia.  Program  resources  also  permit  the  acquisition 
of  automobiles  and  general  office  equipment  and  furniture  for  use  by  FBI  personnel. 
For  1997,  the  Technical  Field  Support  and  Services  program  requires  $130,343,000 
and  292  positions,  including  program  increases  totaling  $19,845,000  and  68  posi- 
tions. 

The  FBI  uses  a  variety  of  technical  equipment  to  aid  agents  conducting  criminal 
and  counterterrorism  investigations.  For  example,  agents  increasingly  rely  upon  the 
availability  and  use  of  closed  circuit  television  systems  for  conducting  surveillances; 
recording  devices  and  transmitters  for  monitoring  conversations  between  cooperat- 
ing witnesses  and  targets;  and  hand-held,  mobile,  and  base  radios  for  tactical  com- 
munications during  raids,  the  execution  of  arrests  at  multiple  locations,  and  surveil- 
lances. The  FBI  also  provides  technical  equipment  and  assistance  to  multi-agency 
task  forces.  Technical  equipment  often  serves  as  part  of  a  critical  safety  net  to 
agents  who  must  operate  under  life-endangering  or  in  high-risk  situations.  FBI  field 
offices  are  equipped  with  computer  workstations,  local  area  networks,  and  tele- 
communications equipment  that  facilitate  both  inter  and  intra-office  communica- 
tions and  information  sharing.  The  value  of  technical  equipment  and  systems  to  in- 
vestigators is  directly  dependent  upon  its  availability  and  operability.  Increasingly, 
field  electronic  technicians  are  directly  involved  in  the  planning  and  execution  of  op- 
erations due  to  the  complexity  of  some  technical  systems  being  deployed  and  the 
need  to  insure  the  systems  function  properly.  Installation,  operation,  and  mainte- 
nance of  FBI  technical  equipment  is  currently  provided  by  336  field  electronic  tech- 
nicians. However,  the  workload  of  field  electronics  technicians  is  increasing  as  a  re- 
sult of  the  acquisition  of  additional  computer  workstations,  other  technical  equip- 
ment, and  the  requirement  to  perform  scheduled  maintenance  of  equipment  and  sys- 
tems. To  provide  necessary  technical  support  to  investigative  and  counterterrorism 
operations,  the  FBI  requires  an  additional  68  field  electronics  technicians  and 
$11,511,000  in  1997. 
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One  of  the  more  basic  tools  required  by  FBI  Agents  and  investigative  support  staff 
are  automobiles.  Automobiles  are  needed  to  respond  to  crime  scenes,  assist  in  the 
investigation  of  criminal  activities,  conduct  surveillances,  and  maintain  liaison  with 
other  Federal,  State,  and  local  law  enforcement  agencies  located  throughout  the  ter- 
ritory covered  by  56  FBI  field  offices  and  nearly  400  regional  offices.  The  availability 
of  automobiles  for  agents  is  adversely  affected  by  the  continued  operation  of  older 
vehicles  that  exceed  recommended  replacement  thresholds.  While  the  General  Serv- 
ices Administration  recommends  replacement  of  vehicles  every  3  years  or  60,000 
miles,  the  FBI  currently  operates  1,650  vehicles  with  mileage  that  exceed  8  years 
or  80,000  miles.  The  continued  use  of  these  older,  less-reliable,  high-mileage  vehicles 
results  in  increased  maintenance  costs  due  to  excessive  wear  and  tear.  These  vehi- 
cles also  present  a  safety  risk  to  operators  who  may  find  themselves  involved  in  a 
high-speed  chase  or  similar  emergency,  time-critical  response  situation.  To  correct 
this  situation,  the  FBI  requires  $8,334,000  to  begin  a  three-year  initiative  to  replace 
vehicles  that  exceed  8  years  of  age  or  80,000  miles. 

Criminal  Justice  Services 

Through  the  Criminal  Justice  Services  program,  the  FBI  provides  fingerprint 
identification  and  related  criminal  justice  information  services  to  the  Federal,  State, 
local,  and  international  criminal  justice  community.  The  availability  of  timely  and 
accurate  information  is  important  to  many  facets  of  the  criminal  justice  process. 
This  information  is  used  as  a  basis  for  arresting  persons,  determining  positive  iden- 
tifications of  fugitives,  preparation  of  indictments  under  repeat  offender  and  other 
career  criminal  statutes,  issuing  sentences  to  convicted  offenders,  and  performing 
criminal  record  checks  to  verify  the  eligibility  of  persons  purchasing  handguns.  In 
1995,  more  than  9.6  million  fingerprint  cards  were  submitted  to  the  FBI  for 
classifying  and  processing,  along  with  7.9  million  criminal  history  records  and  5.2 
million  disposition  reports.  Additionally,  the  National  Crime  Information  Center 
(NCIC)  system  handled  nearly  575  million  transactions.  Two  major,  multi-year  in- 
formation technology  initiatives  are  underway  to  improve  services  provided  by  the 
Criminal  Justice  Services  program.  The  NCIC  2000  initiative  will  completely  replace 
the  existing  NCIC  with  a  new  system  that  provides  advanced  and  expanded 
functionalities  requested  by  users.  The  Integrated  Automated  Fingerprint  Identifica- 
tion System  (LAFIS)  initiative  will  provide  more  timely  responses,  more  reliable 
search  capabilities,  additional  functionalities,  and  improved  productivity.  The  goal 
of  the  IAFIS  system  is  a  24-hour  turnaround  of  requests,  compared  to  the  current 
average  of  32  days.  The  relocation  of  the  FBI's  Criminal  Justice  Information  Serv- 
ices Division  continues  to  progress  as  functions  are  migrated  from  Washington, 
D.C.,  to  the  new  fingerprint  identification  facility  in  Clarksburg,  West  Virginia.  Ap- 
proximately 50  percent  of  the  Division's  staff  is  now  assigned  to  Clarksburg.  For 
1997,  a  total  of  $200,151,000  and  1,792  positions  are  required,  including  a  program 
increase  of  $8,250,000. 

Since  the  initial  contract  award  for  NCIC  2000,  the  criminal  justice  community 
has  requested  the  establishment  of  several  new  NCIC  files  that  must  also  be  in- 
cluded in  the  new  NCIC  2000  system.  For  1997,  the  FBI  requires  $8,250,000  to 
modify  the  NCIC  2000  contract  to  add  two  new  files.  The  Deported  Felon  File 
($5,250,000)  would  provide  law  enforcement  officers  with  the  ability  to  determine  if 
a  suspect  is  a  previously-deported  criminal  felon  who  is  barred  from  re-entering  the 
United  States.  The  suspect  would  be  subject  to  incarceration  and  deportation  unless 
the  Immigration  and  Naturalization  Service  has  granted  approval  for  re-entry.  This 
file  will  help  prevent  deported  aliens  with  felony  records  from  re-entering  the  Unit- 
ed States  to  commit  crimes.  The  Protection  Order  File  ($3,000,000)  will  provide  law 
enforcement  officers  access  to  protection  orders  issued  against  persons  in  domestic 
violence  and  stalking  cases.  The  Violence  Against  Women  Act  of  1994,  adopted  as 
part  of  the  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994,  authorized  the 
dissemination  of  this  information  through  the  NCIC  system. 

Management  and  Administration 

The  Management  and  Administration  program  supports  national  and  organiza- 
tional leadership,  policy  development,  and  direction,  control,  and  administration  of 
FBI  personnel  and  financial  resources.  Among  the  organizational  components  in  this 
program  are:  the  Director's  Office,  Office  of  Public  and  Congressional  Affairs,  Office 
of  General  Counsel,  Office  of  Equal  Employment  Opportunity  Affairs,  Personnel  Di- 
vision, Finance  Division,  and  Inspection  Division.  For  1997,  a  total  of  $116,330,000 
and  1,302  positions  is  required.  No  program  increases  are  requested. 
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VIOLENT  CRIME  REDUCTION  PROGRAM 

The  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994  (Public  Law  103- 
322)  authorized  and  established  the  Violent  Crime  Reduction  Trust  Fund.  For  1997, 
the  FBI  requires  an  allocation  of  $133,123,000  and  6  positions  from  the  Fund  to 
support  various  anti-crime  initiatives.  Of  this  amount,  $105,658,000  and  4  positions 
would  continue  initiatives  for  which  resources  were  made  available  from  the  Fund 
in  1996.  Additionally,  $27,465,000  and  2  positions  are  required  for  new  or  expanded 
initiatives,  including:  $1,500,000  for  telemarketing  fraud  investigations,  $5,725,000 
and  2  positions  for  the  Federal  Wireless  Communications  initiative,  and  $20,240,000 
for  development  and  implementation  of  a  National  Instant  Check  System  that 
would  immediately  identify  persons  prohibited  by  Federal  or  State  law  from  pur- 
chasing handguns. 

White  Collar  Crimes 

The  telemarketing  industry  in  the  United  States  currently  generates  over  $500 
billion  annually  in  sales  using  telephone  solicitations  and  mass  mailings  to  legiti- 
mately conduct  business.  Unfortunately,  criminals  have  adopted  and  corrupted  tele- 
marketing practices  to  commit  extensive  fraud  against  the  American  consumer,  es- 
pecially targeting  senior  citizens  and  small  business  owners.  Telemarketing  fraud 
is  estimated  to  cost  consumers  $40  billion  annually.  The  FBI  uses  a  full  range  of 
investigative  techniques  and  strategies  to  investigate  telemarketing  fraud,  including 
joint  agency  task  forces,  court-approved  electronic  surveillance,  and  undercover  op- 
erations. For  example,  the  recent  SENIOR  SENTINEL  investigation  drew  upon  the 
combined  resources  of  the  FBI,  other  Federal,  State,  and  local  law  enforcement 
agencies  and  included  the  use  of  specially  trained  volunteer  senior  citizens  to  record 
illicit  telemarketer  sales  pitches.  This  investigation  resulted  in  the  filing  of  536  ar- 
rest warrants  and  execution  of  117  search  warrants. 

Title  XXV  of  the  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994  pro- 
vides for  increased  penalties  for  telemarketing  fraud  scams  directed  at  senior  citi- 
zens and  authorizes  additional  funding  for  FBI  investigations  of  telemarketing 
fraud.  For  1997,  $1,500,000  is  required  for  investigations  of  telemarketing  fraud  di- 
rected at  senior  citizens  (Section  250005).  This  funding  would  be  used  to  provide 
operational  support  critical  to  successful  telemarketing  fraud  investigations,  such  as 
specialized  training  for  agents  and  investigators,  equipment,  storage  of  evidence, 
and  case-related  travel. 

Violent  Crimes 

Funding  totaling  $10,715,000  is  required  to  continue  initiatives  within  the  Violent 
Crimes  program,  including  $5,000,000  for  Safe  Streets  Task  Forces,  $1,125,000  for 
Indian  Tribal  Police  training,  $3,000,000  for  aircraft  maintenance  and  operations, 
$1,000,000  for  a  serial  crime  data  base  pilot  program,  $90,000  for  operational  sup- 
port of  the  Morgan  P.  Hardiman  Task  Force  on  Missing  Children,  and  $500,000  for 
a  hostage/barricade  database.  Each  of  these  initiatives  received  funding  from  the 
Fund  in  1996. 

The  FBI  presently  operates  138  Safe  Streets  Task  Forces  that  team  the  efforts 
of  708  FBI  agents,  1,033  State  and  local  law  enforcement  officers,  and  183  other 
Federal  law  enforcement  investigators  against  violent  crimes,  street  gangs,  drug-re- 
lated violence,  fugitives,  and  other  major  offenders.  By  1997,  the  number  of  task 
forces  is  projected  to  grow  to  158.  The  FBI's  Safe  Streets  Task  Force  initiative  re- 
quires $5,000,000  in  1997  to  continue  overtime  payments  to  State  and  local  partici- 
pants (Section  190001(b)).  Additionally,  in  response  to  violent  crime  on  Indian  res- 
ervations and  Indian  Country,  the  FBI,  in  conjunction  with  the  Bureau  of  Indian 
Affairs  (BIA),  is  providing  comprehensive,  advanced  training  to  improve  the  capa- 
bilities of  BIA  criminal  investigators  and  Tribal  police  officers.  Jurisdiction  over  In- 
dian Country  crimes  is  governed  by  a  complex  arrangement  of  Federal,  State,  and 
tribal  law.  Effective,  efficient,  and  timely  delivery  of  law  enforcement  services  to  Na- 
tive Americans  and  others  residing  on  reservations  and  in  Indian  Country  requires 
close  cooperation  between  the  FBI,  Indian  Tribal  Police,  BIA  criminal  investigators, 
and  United  States  Attorneys.  This  training  initiative  builds  the  groundwork  for 
interagency  cooperation  through  standardized  training,  operating  procedures,  and 
investigative  guidelines.  For  1997,  $1,125,000  is  requested  to  continue  the  Indian 
Tribal  Police  training  initiative  that  was  begun  in  1996  (Section  210501). 

The  FBI  uses  a  variety  of  investigative  techniques  and  strategies  to  attack  violent 
crime,  including  aircraft.  For  example,  FBI  aircraft  are  relied  upon  to  conduct  safe 
and  effective  surveillance  of  suspects  and  contraband,  monitor  remote  "drop-sites" 
in  kidnaping  and  extortion  cases,  and  search  for  missing  persons.  The  availability 
of  this  critical  investigative  technique  depends  upon  sufficient  funding  for  aviation 
fuel,  supplies,  spare  parts,  maintenance  of  aircraft,  and  pilot  and  co-pilot  training. 
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Funding  totaling  $3,000,000  is  required  in  1997  to  continue  support  for  the  FBI's 
investigative  aviation  operations  (Section  190001(b)). 

Funding  is  also  proposed  in  1997  to  continue  initiatives  that  provide  investigative 
assistance  to  Federal,  State,  and  local  law  enforcement  in  the  areas  of  violent  serial 
crimes,  missing  and  sexually  exploited  children,  and  hostage/barricade  situations. 
The  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994  directs  the  FBI  to  de- 
velop and  implement,  on  a  pilot  basis  in  no  more  than  10  cities,  an  intelligence  in- 
formation system  that  gathers,  integrates,  organizes,  and  analyzes  information  sup- 
porting investigations  of  violent  serial  crimes.  Initial  funding  for  this  pilot  project 
was  appropriated  in  1996.  For  1997,  the  FBI  requires  $1,000,000  to  continue  this 
development  effort  (Section  210501).  The  Morgan  P.  Hardiman  Task  Force  on  Miss- 
ing Children  was  established  by  the  FBI,  as  required  by  Title  XVII,  Subtitle  C  of 
the  Violent  Crime  Control  and  Law  Enforcement  Act  of  1994.  This  task  force,  under 
the  leadership  of  the  FBI,  consists  of  experienced  investigators  from  the  FBI  and 
six  other  Federal  law  enforcement  agencies.  The  task  force  provides  technical  assist- 
ance to  State  and  local  law  enforcement  in  difficult  missing  children  and  exploi- 
tation cases.  For  1997,  $90,000  is  proposed  for  task  force  operational  travel,  train- 
ing, and  consulting  expenses  (Section  210501).  In  1995  and  1996,  funding  was  ap- 
propriated to  develop  a  hostage/barricade  data  base  that  would  enable  hostage  nego- 
tiators and  crisis  managers  to  develop  appropriate  strategies  for  resolution  of  these 
types  of  incidents.  The  hostage/barricade  data  base  is  presently  under  development 
using  the  services  of  a  contract  software  development  firm.  For  1997,  $500,000  is 
required  to  continue  and  maintain  data  base  development  efforts  (Section 
190001(b)). 

Training,  Recruitment,  and  Applicant 

Funding  totaling  $2,741,000  is  required  in  1997  to  continue  initiatives  aimed  at 
improving  State  and  local  law  enforcement  investigative  and  managerial  training 
and  capital  improvements  at  the  FBI  Academy,  Quantico,  Virginia.  Initial  funding 
for  these  initiatives  was  made  available  under  the  Fund  in  1996. 

Title  XXI,  Subtitle  E,  provides  for  expanded  and  improved  investigative  and  man- 
agerial training  courses  for  State,  Indian  tribal,  and  local  law  enforcement  agencies. 
Using  funding  provided  in  1996,  the  FBI  Academy  is  undertaking  the  development 
of  distance  learning  initiatives  that  would  permit  the  delivery  of  instructional  pro- 
grams to  Federal,  State,  and  local  law  enforcement  and  criminal  justice  practition- 
ers without  the  cost  of  traveling  to  the  FBI  Academy.  Additionally,  the  FBI  is  ac- 
quiring advanced  instructional  technologies,  such  as  CD-ROM  based  instructional 
programs,  for  integration  into  the  curriculum  of  the  FBI  Academy.  State  and  local 
law  enforcement  officers,  as  well  as  FBI  and  DEA  personnel,  attending  the  FBI 
Academy  will  benefit  from  these  initiatives  and  improved  capabilities.  These  initia- 
tives allow  the  FBI  to  reach  a  wider  law  enforcement  audience  for  training  pro- 
grams. Funding  totaling  $1,928,000  is  required  by  the  FBI  to  continue  distance 
learning  and  related  instructional  initiatives  (Sections  210501  and  190001(c)).  Addi- 
tionally, $813,000  is  required  to  acquire  replacement  instructional  and  classroom 
equipment  and  furnishings  used  at  the  FBI  Academy  and  to  maintain  the  existing 
instructional  infrastructure  (Section  190001(b)). 

Forensic  Services 

Funding  totaling  $26,793,000  is  required  to  continue  several  key  initiatives  within 
the  Forensic  Services  program  that  directly  assist  the  FBI  and  other  Federal,  State, 
and  local  law  enforcement  agencies  investigating  violent  crimes.  These  initiatives 
help  combat  violent  crimes  by  improving  the  forensic  examination  capabilities  and 
services  that  the  FBI  Laboratory  provides  to  Federal,  State,  and  local  investigators. 
Additionally,  this  funding  improves  the  capabilities  of  State  and  local  forensic  lab- 
oratories through  the  sharing  and  deployment  of  advanced  forensic  technologies, 
equipment,  and  methodologies  developed  by  the  FBI  Laboratory. 

The  FBI's  forensic  DNA  program  requires  $15,593,000  in  1997,  including 
$9,500,000  to  continue  the  acquisition  of  DNA  laboratory  equipment  for  State  and 
local  forensic  laboratories  (Section  210501),  $5,500,000  to  continue  implementation 
of  the  national  Combined  DNA  Information  System  (CODIS)  data  base  and  DNA 
quality  assurance  program  (Section  210306),  and  $593,000  for  supplies  used  by  the 
FBI  Laboratory  for  FBI  DNA  examinations  (Section  190001(c)).  CODIS  is  presently 
installed  in  46  forensic  laboratories  in  23  States,  with  another  29  forensic  labora- 
tories expected  to  install  CODIS  by  the  end  of  1996.  Cases  submitted  to  the  FBI 
Laboratory  for  DNA  examinations  are  projected  to  increase  97  percent  between  1995 
and  1997.  Approximately  90  percent  of  the  FBI  Laboratory  DNA  examinations  are 
for  State  and  local  violent  crime  cases  such  as  rapes,  murder,  and  sex  offenses.  The 
FBI  proposes  $4,200,000  to  continue  deployment  of  DRUGFIRE  ballistics  examina- 
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tion  systems  in  State  and  local  forensic  laboratories  and  the  integration  of  addi- 
tional functionalities  into  the  baseline  DRUGFIRE  system  (Section  190001(b)). 
DRUGFIRE  is  presently  installed  in  46  forensic  laboratories,  with  another  80  foren- 
sic laboratories  expected  to  install  DRUGFIRE  by  the  end  of  1997.  DRUGFIRE  has 
linked  nearly  1,000  cartridge  cases,  matching  one  of  every  eight  cartridge  cases  en- 
tered from  crime  scenes  and  providing  investigators  with  leads  that  would  have  oth- 
erwise gone  undetected.  Additional  functionalities  planned  for  DRUGFIRE  include 
the  integration  of  bullet  matching  capabilities  with  existing  cartridge  case  matching 
capabilities,  regional  and  national  networking  and  the  availability  of  CD-ROM  color 
reference  libraries  of  exemplars  from  the  FBI  Laboratory's  extensive  National  Fire- 
arms Reference  Collection  and  Standard  Ammunition  File. 

In  1995,  Congress  provided  funding  to  initiate  a  multi-year  modernization  pro- 
gram of  equipment  used  in  the  FBI  Laboratory.  FBI  Laboratory  examiners  per- 
formed 632,825  forensic  examinations  for  Federal,  State,  and  local  law  enforcement 
in  1995.  By  1997,  the  number  of  examinations  performed  is  projected  to  increase 
to  750,000.  The  high  volume  of  examinations  conducted  annually,  coupled  with  con- 
tinual improvements  in  technology  and  scientific  instruments  used  to  perform  these 
examinations,  makes  it  critical  that  the  FBI  Laboratory  be  able  to  acquire  and  use 
the  most  modern  forensic  equipment  available.  For  1997,  $6,000,000  is  required  for 
the  third  year  of  this  five-year  modernization  project  (Section  190001(b)).  Initial 
funding  was  provided  in  1995  and  1996  to  establish,  equip,  and  train  Evidence  Re- 
sponse Teams  (ERT's)  in  FBI  field  offices.  These  teams  respond  to  crime  scenes  and 
identify,  collect,  and  preserve  evidence  that  can  link  a  suspect,  vehicle,  firearm, 
clothing,  or  other  article  to  a  crime.  Evidence  collected  at  crime  scenes  and  other 
locations  is  often  presented  at  trials  to  demonstrate  directly  or  circumstantially  the 
involvement  of  the  accused.  For  1997,  $1,000,000  is  proposed  for  crime  scene  proc- 
essing supplies,  equipment,  operational  travel,  and  specialized  training  required  by 
ERT  members  (Section  190001(b)). 

Technical  Field  Support  and  Services 

For  1997,  a  total  of  six  positions  and  $71,134,000  is  proposed  for  initiatives  within 
the  Technical  Field  Support  and  Services  decision  unit,  including  four  positions  and 
$65,409,000  to  continue  projects  for  which  funding  was  provided  in  1996  and  two 
positions  and  $5,725,000  for  expansion  of  the  Federal  Wireless  Communications  ini- 
tiative. 

Federal,  State,  and  local  law  enforcement  depend  upon  court-approved  wiretaps, 
pen  registers,  and  trap-trace  capabilities  to  prevent  criminal  acts  from  occurring  and 
to  collect  evidence  of  crimes  and  conspiracies.  Court-approved  wiretaps  are  used  by 
law  enforcement  at  all  levels  to  combat  illegal  drugs,  violent  crime,  terrorism,  espio- 
nage, white-collar  crime,  and  organized  crime.  Although  used  quite  sparingly,  court- 
approved  wiretapping  is  an  essential  tool  used  by  law  enforcement  to  protect  public 
safety,  save  lives,  and  protect  the  national  security.  The  majority  of  court-approved 
wiretaps  are  obtained  by  State  and  local  law  enforcement.  The  loss  of  these  tech- 
niques would  be  devastating  to  the  fight  against  crime.  The  FBI's  Advanced  Teleph- 
ony program  focuses  upon  the  impact  of  new  and  emerging  digital  telecommuni- 
cations technologies  and  services  that  are  flooding  our  society  and  their  impact  on 
law  enforcement  electronic  surveillance  capabilities.  In  particular,  the  FBI  is  devel- 
oping electronic  surveillance  techniques  and  equipment  that  will  replace  existing 
analog  capabilities  and  that  can  be  used  in  the  growing  digital  telecommunications 
environment.  The  techniques  and  equipment  developed  under  this  program  are 
being  shared  with  other  Federal,  State,  and  local  law  enforcement  agencies.  Fund- 
ing to  support  the  FBI's  Advanced  Telephony  program  was  provided  from  the  Fund 
in  1996.  For  1997,  $34,505,000  is  required  to  continue  this  multi-year  development 
and  acquisition  program  (Section  190001(c)).  A  related  development  initiative,  the 
FBI's  Tactical  Operations  program,  focuses  upon  the  development  of  techniques  and 
equipment  to  defeat  physical  surveillance  systems  used  by  criminals  to  protect  ille- 
gal activities  and  to  perform  surreptitious  entries  under  court  order.  Funding  for 
this  program  was  also  provided  under  the  Fund  in  1996.  To  continue  this  multi-year 
initiative,  $20,799,000  is  required  in  1997  (Sections  190001(b)  and  190001(c)). 

The  FBI's  Federal  Wireless  Communications  program  supports  the  National  Per- 
formance Review  Information  Technology  initiative  of  establishing  a  national,  inter- 
operable law  enforcement  and  public  safety  wireless  communications  network.  In 
support  of  this  initiative,  the  Departments  of  Justice  and  Treasury  established  the 
Federal  Law  Enforcement  Wireless  Users  Group  (FLEWUG)  to  oversee  and  direct 
the  development  of  a  national  interoperable  network.  The  need  for  this  network  is 
driven  by  two  major  factors.  First,  the  reallocation  of  Federally-used  radio  spectrum 
to  the  private  sector  necessitates  the  development  of  more  spectrum  efficient  com- 
munications systems.  Second,  the  National  Telecommunications  and  Information 
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Administration  mandates  that  all  new  Federal  radio  systems  installed  after  January 
1,  1995,  achieve  a  2-to-l  improvement  in  radio  spectrum  use  and  that  all  existing 
systems  convert  to  narrow  band  operations  by  2005.  In  1996,  initial  staffing  and 
funding  for  the  Federal  Wireless  Communications  program  was  provided.  These 
funds  are  being  used  to  establish  a  FLEWUG  Program  Office.  Additionally,  funding 
is  being  used  to  examine  opportunities  to  improve  spectrum  efficiency  of  existing 
systems  and  to  begin  requirements  studies,  cost  analyses,  and  technology  assess- 
ments of  emerging  wireless  communications  technologies.  For  1997,  6  positions  and 
$8,330,000  are  required  to  continue  these  efforts  (Section  190001(c)).  This  amount 
includes  a  program  increase  of  2  positions  and  $5,725,000  over  the  1996  funded 
level. 

FBI  agents  depend  upon  radio  networks  for  communications  with  other  Federal, 
State,  and  local  law  enforcement,  and  FBI  field  offices.  The  ability  to  communicate 
is  critical  to  all  phases  of  investigations,  such  as  executing  arrest  and  search  war- 
rants, coordinating  activities  in  fast-breaking  cases,  and  conducting  surveillances. 
Radio  communications  also  serve  as  a  safety  net  for  agents  who  are  operating  in- 
creasingly in  hostile,  adversarial  situations  and  across  wide-spread  geographic 
areas.  To  provide  this  critical  communications  capability,  the  FBI  operates  the  larg- 
est, non-Department  of  Defense,  land-based  radio  network  in  the  United  States.  An 
essential  component  of  this  communications  capability  is  a  nationwide  network  of 
leased  antenna  tower  sites  which  provide  locations  for  microwave  repeaters  and 
other  network  equipment.  In  1996,  funding  was  provided  from  the  Fund  to  support 
the  lease  of  antenna  tower  sites  and  for  telecommunications  links  between  sites.  For 
1997,  $7,500,000  is  required  to  continue  lease  of  sites  and  telecommunications  links 
that  support  tactical  radio  communications  (Section  190001(b)). 

Criminal  Justice  Services 

The  Brady  Handgun  Violence  Prevention  Act  (Public  Law  103-159),  signed  into 
law  on  November  30,  1993,  directs  the  Attorney  General  to  establish,  within  60 
months  of  enactment,  "a  national  instant  criminal  background  check  system  that 
any  licensee  may  contact,  by  telephone  or  by  other  electronic  means  in  addition  to 
the  telephone,  for  information,  to  be  supplied  immediately,  on  whether  receipt  of  a 
firearm  by  a  prosecutive  transferee  would  violate  Section  922  of  Title  18,  United 
States  Code  or  State  law."  Following  enactment  of  the  Brady  Act,  the  FBI  took  steps 
to  implement  an  interim  capability  for  performing  background  checks  on  prospective 
handgun  purchasers.  This  interim  capability  allows  for  a  five-day  waiting  period  on 
handgun  sales  while  the  background  check  is  being  made  through  Federal  and  State 
authorities.  Additionally,  the  FBI  initiated  actions  to  develop  the  functional  require- 
ments, design  specification,  and  systems  integration  of  the  National  Instant  Check 
System  (NICS).  The  interim  response  capability  and  NICS  development  effort  were 
established  with  $16,000,000  appropriated  in  1994  and  1995  to  the  Office  of  Justice 
Programs. 

The  FBI's  interim  Brady  Act  capabilities  are  limited  to  checks  of  criminal  history 
information,  i.e.,  arrests,  adjudications,  and  confinements,  and  to  NCIC  wanted 
files.  Full  compliance  with  the  Act,  however,  requires  a  system  that  encompasses 
a  much  wider  scope  of  criteria,  as  defined  by  Title  18,  Section  922(d).  This  section 
makes  it  unlawful  to  sell  a  firearm  to  anyone  who  (1)  is  under  indictment  or  has 
been  convicted  of  a  felony  with  a  sentence  of  at  least  one  year;  (2)  is  a  fugitive;  (3) 
is  a  user  of,  or  addicted  to,  any  controlled  substances;  (4)  has  been  adjudicated  as 
mentally  defective  or  committed  to  any  mental  institution;  (5)  is  an  illegal  alien;  (6) 
has  been  dishonorably  discharged  from  the  Armed  Forces;  (7)  has  renounced  U.S. 
citizenship;  or  (8)  is  subject  to  a  court  order  restraining  such  person  from  harassing, 
stalking,  or  threatening  an  intimate  partner  or  child  of  such  partner  or  person.  To 
achieve  full  compliance,  the  FBI's  existing  instant  check  capabilities  must  be  ex- 
panded to  access  and  query  other  data  bases  that  contain  disqualifying  information. 
Development  and  implementation  of  the  NICS  requires  $20,240,000  in  1997  to  com- 
ply with  the  statutory  mandate  of  December  1,  1998,  for  a  fully  operational  national 
instant  check  capability  that  meets  Brady  Act  requirements  (Section  190001(c)). 
This  funding  would  be  used  for  the  acquisition  of  computer  and  communications 
equipment,  software  development,  contractor  support  services,  and  associated  imple- 
mentation expenses. 

CONSTRUCTION 

For  1997,  the  FBI  proposes  a  Construction  appropriation  totaling  $55,676,000  to 
continue  two  on-going  projects  (FBI  Laboratory  relocation  and  FBI  Academy  nec- 
essary maintenance  and  upgrades)  and  to  initiate  one  new  project  (renovation  of 
FBI  Headquarters  building). 
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Forensic  Services  I  FBI  Laboratory  facility 

The  FBI  has  undertaken  an  initiative  to  relocate  the  FBI  Laboratory  from  its 
present  space  in  the  FBI  Headquarters  Building  in  Washington,  D.C.,  to  a  new, 
stand  alone  facility.  Relocation  is  necessary  due  to  safety,  health,  and  environmental 
concerns  of  operating  the  current  laboratory  in  a  densely  populated  office  building 
and  the  need  to  provide  additional  space  to  accommodate  the  integration  of  new  fo- 
rensic examination  techniques  and  technologies.  Presently,  the  FBI  is  evaluating 
the  feasibility  of  constructing  the  new  FBI  Laboratory  facility  on  space  available  at 
the  FBI  Academy  in  Quantico,  Virginia.  The  FBI  acquired  the  services  of  an  archi- 
tectural and  engineering  firm,  Einhorn,  Yaffee,  and  Prescott,  to  conduct  a  prelimi- 
nary plan  of  this  option.  The  estimated  cost  for  the  new  facility  is  $150,200,000. 
Funding  totaling  $57,089,000  was  provided  in  1996  for  architectural  and  engineer- 
ing services,  site  preparation,  and  initial  construction.  For  1997,  $43,889,000  is  pro- 
posed to  recur  to  continue  construction  of  the  new  facility. 

Training,  Recruiting,  and  Applicant  I  FBI  Academy  necessary  maintenance  and  up- 
grades 
In  1996,  the  FBI  began  an  initiative  to  perform  necessary  maintenance  and  up- 
grades to  the  facilities  of  the  FBI  Academy  located  in  Quantico,  Virginia.  The  FBI 
Academy,  which  began  operations  at  Quantico  in  1972,  is  used  to  train  FBI  and 
DEA  agents,  State  and  local  law  enforcement  officers,  and  other  criminal  justice 
personnel.  The  existing  FBI  Academy  campus  includes:  classroom,  office,  and  dor- 
mitory buildings;  indoor  and  outdoor  firearms  ranges;  a  practical  problems  training 
center;  a  tactical  and  emergency  vehicle  operators  course;  library;  dining  hall;  and 
warehouse,  service,  and  support  facilities.  Among  the  maintenance  and  upgrade 
projects  needed  are:  replacement  and  retrofit  of  air  conditioning  chillers,  exterior 
masonry  waterproofing,  asphalt  repairs,  security  fencing  and  surveillance,  and  com- 
pliance with  the  Americans  with  Disabilities  Act.  Aggressive  hiring  and  new  agent 
training  efforts  by  the  FBI  and  DEA  are  placing  a  significant  stress  on  facilities. 
Consequently,  funding  is  necessary  to  maintain  and  upgrade  existing  training  facili- 
ties and  capabilities  at  the  FBI  Academy.  Funding  totaling  $9,150,000  was  provided 
in  1996  to  begin  necessary  maintenance  and  upgrade  projects.  For  1997,  $1,287,000 
is  needed  to  continue  maintenance  and  upgrades  that  were  started  in  1996.  This 
funding  will  ensure  the  FBI  Academy  provides  a  safe  and  modern  educational  envi- 
ronment. 

Management  and  Administration  / FBI  Headquarters  building  renovations 

The  relocations  of  the  Criminal  Justice  Information  Services  Division  to  Clarks- 
burg, West  Virginia,  and  the  Laboratory  Division  to  a  new  facility  necessitates  the 
renovation  of  approximately  405,880  square  feet  of  space  in  the  FBI  Headquarters 
Building  that  is  being  vacated  by  these  components.  A  1992  assessment  by  an  archi- 
tectural and  engineering  firm  estimated  cost  of  this  renovation  effort  to  be 
$26,400,000.  The  FBI  has  developed  a  multi-year  plan  to  accomplish  the  renovation 
of  vacated  space  that  provides  for  more  efficient  operations  by  reprogramming  exist- 
ing space  to  consolidate  Headquarters  divisions  and  offices  into  contiguous  space. 
Additionally,  the  FBI  would  consolidate  components  currently  located  in  leased  com- 
mercial space  back  into  the  FBI  Headquarters  building.  The  first  phase  of  this  plan 
would  focus  upon  the  renovation  of  approximately  157,050  square  feet  of  space 
which  the  Criminal  Justice  Information  Services  Division  has  begun  to  vacate.  For 
1997,  the  FBI  requires  $10,500,000  to  award  a  contract  for  the  actual  renovation 
of  this  space.  This  proposal  is  consistent  with  the  Vulnerability  Assessment  of  Fed- 
eral Facilities  Study,  conducted  by  the  Department  of  Justice  in  the  aftermath  of 
the  bombing  of  the  Murrah  Federal  Office  Building  in  Oklahoma  City,  which  rec- 
ommends that  Federal  law  enforcement  agencies  not  be  located  in  rental  space  with 
non-Federal  tenants  whenever  possible. 

TELEPHONE  CARRIER  COMPLIANCE 

The  Communications  Assistance  for  Law  Enforcement  Act  (CALEA)  (Public  Law 
103-414)  clarified  the  duty  of  the  telecommunications  carriers  to  assist  law  enforce- 
ment agencies  with  the  lawful  interception  of  communications  and  the  collection  of 
call-identifying  information  in  a  rapidly-changing  telecommunications  environment. 
To  facilitate  compliance  with  the  provisions  of  the  CALEA  by  telecommunications 
carriers,  the  Act  authorized  the  appropriation  of  $500,000,000  between  1995  and 
1998  to  pay  for  reasonable  costs  directly  associated  with  the  modifications  per- 
formed by  carriers  in  connection  with  equipment,  facilities,  and  services  to  establish 
the  necessary  capabilities  and  capacities  identified  by  law  enforcement.  The  Attor- 
ney General  delegated  management  and  administrative  responsibilities  of  the 
CALEA  to  the  FBI. 
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In  October,  1995,  the  FBI  published  an  Initial  Notice  of  Capacity  Requirements 
in  the  Federal  Register.  Comments  from  the  public  and  the  telecommunications  in- 
dustry were  accepted  through  January,  1996.  The  FBI  is  reviewing  these  comments 
before  a  Final  Notice  of  Capacity  Requirements  is  issued.  Upon  issuance  of  the 
Final  Notice  of  Capacity  Requirements,  telecommunications  carriers  are  required  to 
submit  Statements  "identifying  any  of  its  systems  or  services  that  do  not  have  the 
capacity  to  accommodate  simultaneously  the  number  of  interceptions,  pen  registers, 
and  trap  and  trace  devices  set  forth  in  the  notice  *  *  *."  From  these  Statements, 
the  FBI  will  devise  a  priority  plan  for  the  implementation  of  CALEA  compliant  solu- 
tions. The  FBI  is  also  in  the  process  of  publishing  Cost  Recovery  Regulations  that 
establish  the  parameters  for  costs  eligible  for  reimbursement  by  the  Government 
under  the  CALEA.  Issuance  of  both  capacity  requirements  and  cost  recovery  regula- 
tions are  required  by  the  Act. 

For  1997,  a  direct  appropriation  totaling  $100,000,000  is  proposed  for  payments 
to  telephone  carriers,  equipment  manufacturers,  and  providers  of  telecommuni- 
cations support  services  for  costs  incurred  in  complying  with  the  CALEA.  No  fund- 
ing for  payments  to  telecommunications  carriers  for  direct  costs  associated  with 
CALEA  compliance  was  appropriated  in  either  1995  or  1996. 

HEALTH  CARE  FRAUD  ENFORCEMENT  (LEGISLATIVE  PROPOSAL) 

The  President's  1997  budget  request  includes  a  legislative  proposal  that  would  es- 
tablish a  Health  Care  Fraud  Enforcement  account  that  would  support  resources 
dedicated  to  the  investigation  and  prosecution  of  health  care  fraud  cases.  Under  this 
proposal,  existing  FBI  resources  directed  toward  health  care  fraud  investigations 
would  shift  from  a  discretionary  to  mandatory  funding  basis. 

White-Collar  Crime  /Health  Care  Fraud  Enforcement 

National  health  care  spending — both  by  the  Government  and  individuals — contin- 
ues to  climb  at  a  staggering  rate  and  represents  an  increasingly  larger  share  of  the 
Nation's  economy.  The  U.S.  Chamber  of  Commerce  estimates  that  annual  health 
care  spending  will  double  from  $800  billion  in  1992  to  $1.6  trillion  by  the  turn  of 
the  century.  Unfortunately,  Government  health  care  programs  and  the  health  care 
industry  are  also  an  increasingly  growing  and  lucrative  target  for  fraud.  Industry 
experts  estimate  that  fraud  accounts  for  approximately  10  percent  of  total  health 
care  spending — or  nearly  $80  billion  annually.  Between  1992  and  1995,  FBI  health 
care  fraud  investigations  increased  from  379  to  1,878 — or  396  percent.  By  1997,  the 
FBI  estimates  health  care  fraud  investigations  will  almost  double  to  3,000  cases. 
During  1995,  the  FBI  directed  418  positions  (247  agents)  and  expended  approxi- 
mately $37,600,000  toward  health  care  fraud  investigations.  This  effort  yielded  221 
arrests,  425  indictments,  323  convictions,  $57,500,000  in  fines  assessed,  and 
$113,400,000  in  court-ordered  restitutions.  The  FBI  employs  a  full  range  of  inves- 
tigative strategies  to  combat  health  care  fraud,  including  the  use  of  joint  task  forces 
and  working  groups  with  other  Federal,  State,  and  local  investigative  and  regu- 
latory agencies,  court-approved  electronic  surveillance,  and  undercover  operations. 

For  the  FBI,  the  Administration's  legislative  proposal  would  support  511  positions 
(302  agents)  and  $47,000,000  in  1996,  of  which  418  positions  (247  agents)  and 
$38,000,000  would  offset  existing  FBI  resources  used  for  health  care  fraud  investiga- 
tions and  93  positions  (55  agents)  and  $9,000,000  would  enhance  these  efforts.  In 
1997,  the  level  of  resources  supported  would  total  572  positions  (339  agents)  and 
$56,000,000  for  health  care  fraud  investigations.  The  additional  61  positions  (37 
agents)  in  1997  would  allow  the  FBI  to  provide  additional  agents  and  support  staff 
to  health  care  fraud  task  forces  and  working  groups.  While  41  of  56  FBI  field  offices 
currently  have  operational  task  forces,  many  of  these  task  forces  and  working 
groups  have  unaddressed  cases.  The  proposed  funding  level  would  allow  the  FBI  to 
provide  additional  agents  and  support  staff  to  these  existing  task  forces,  as  well  as 
initiate  task  forces  and  working  groups  in  those  15  FBI  field  offices  that  do  not  cur- 
rently have  such  groups. 


Biographical  Sketch  of  Louis  J.  Freeh 

Louis  J.  Freeh  was  born  in  Jersey  City,  New  Jersey.  He  graduated  Phi  Beta 
Kappa  from  Rutgers  College  in  1971.  Director  Freeh  received  a  J.D.  degree  from 
Rutgers  Law  School  in  1974  and  an  LL.M.  degree  in  criminal  law  from  New  York 
University  Law  School  in  1984. 

Director  Freeh  served  as  an  FBI  Special  Agent  from  1975  to  1981  in  the  New 
York  City  Field  Office  and  at  FBI  Headquarters  in  Washington,  D.C.  In  1981,  he 
joined  the  U.S.  Attorney's  Office  for  the  Southern  District  of  New  York  as  an  Assist- 
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ant  U.S.  Attorney.  Subsequently,  he  held  positions  there  as  Chief  of  the  Organized 
Crime  Unit,  Deputy  U.S.  Attorney,  and  Associate  U.S.  Attorney. 

During  this  time,  Director  Freeh  was  the  lead  prosecutor  in  the  "Pizza  Connec- 
tion" case,  the  largest  and  most  complex  investigation  ever  undertaken  by  the  Fed- 
eral Government.  The  case  involved  an  extensive  drug-trafficking  operation  in  the 
United  States  by  Sicilian  organized  crime  members  who  used  pizza  parlors  as 
fronts.  Following  the  investigation,  Director  Freeh  served  as  the  Federal  Govern- 
ment's principal  courtroom  attorney  in  the  14-month  trial  and  won  the  conviction 
of  16  of  17  codefendants.  In  May,  1990,  he  was  called  upon  again.  He  was  appointed 
a  Special  Prosecutor  by  the  Attorney  General  to  oversee  the  investigation  into  the 
mail-bomb  murders  of  Federal  Judge  Robert  Vance  of  Birmingham,  Alabama,  and 
civil  rights  leader  Robert  Robinson  of  Savannah,  Georgia.  Both  were  killed  by  mail 
bombs.  This  case  came  known  as  the  VANPAC  case.  After  extensive  investigation, 
the  suspect  was  apprehended,  prosecuted,  and  convicted. 

In  July,  1991,  former  President  George  Bush  appointed  Director  Freeh  a  United 
States  District  Court  Judge  for  the  Southern  District  of  New  York.  He  was  serving 
in  this  position  when  nominated  to  be  Director  of  the  FBI  by  President  Bill  Clinton 
on  July  20,  1993.  He  was  confirmed  by  the  U.S.  Senate  on  August  6,  1993  and  was 
sworn  in  as  Director  on  September  1,  1993. 

Director  Freeh  has  been  recognized  on  several  occasions  for  his  exemplary  accom- 
plishments, which  include  investigations  and  prosecutions  relating  to  racketeering, 
drugs,  organized  crime,  fraud,  and  terrorism.  In  1987  and  1991,  he  received  the  At- 
torney General's  Award  for  Distinguished  Service,  the  second  highest  annual  honor 
given  by  the  Department  of  Justice.  Other  commendations  include  the  John  Mar- 
shall Award  for  Preparation  of  Litigation,  awarded  annually  by  the  Attorney  Gen- 
eral, and  the  Federal  Law  Enforcement  Officers  Association  Award. 

Director  Freeh  and  his  wife,  Marilyn,  a  former  FBI  employee,  have  four  sons. 

Senator  Gregg.  Thank  you,  Director. 

Just  a  quick  folio wup.  We  did  hear  from  Secretary  Kantor  and 
he  did  make  an  iron-clad  commitment  on  the  spectrum  to  us,  that 
there  would  be  no  action  taken  that  would  in  any  way  negatively 
impact  the  law  enforcement  communities  or  the  military.  I  do  think 
that  the  sooner  we  can  get  that  report,  the  better 

Mr.  Freeh.  Yes,  sir. 

Senator  Gregg  [continuing! .  So  that  we  can  make  it  clear  what 
the  parameters  are  here  that  we  have  to  protect. 

Senator  Lautenberg. 

THREATS  OF  TERRORISM 

Senator  Lautenberg.  Mr.  Chairman,  I  have  to  be  out  of  here  at 
10,  if  you  would  permit  me  to  fill  out  that  time. 

Senator  GREGG.  Absolutely. 

Senator  Lautenberg.  I  appreciate  your  indulgence.  I  have  a  cou- 
ple of  things  that  I  would  like  to  ask  the  Director  about.  First  of 
all,  I  would  say  to  you,  Mr.  Director,  and  to  your  team,  we  are  very 
proud  of  the  work  that  the  FBI  does,  its  ever  more  critical  func- 
tions. The  portfolio  gets  bigger,  and  what  never  ceases  to  amaze  me 
is  that  when  in  this  rapidly  changing  world  of  ours,  whether  it  is 
in  your  Department  or  a  Department  like  the  Coast  Guard  or  some 
of  the  others,  where  the  mission  continues  to  expand  even  as  we 
face  these  very  difficult  budget  days,  I  think  it  is  shortsighted  if  we 
do  not  provide  the  tools  for  the  job  that  we  ask  you  and  your  people 
to  do. 

I  am  pleased  to  see  that  we  are  able,  Mr.  Chairman,  to  find  some 
additional  funding  to  help  you,  because  when  we  look  at  things 
now — how  many  people,  for  instance,  are  tied  up  in  Montana,  just 
sitting  there  exercising  enormous  patience?  It  is  a  good  thing  I  am 
not  in  charge,  because  I  come  from  the  streets  of  Patterson,  NJ, 
and  we  do  not  usually  wait  that  long  to  resolve  our  problems.  I  ad- 
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mire  it,  I  must  say,  but  it  is  at  a  great  cost  and  a  great  inconven- 
ience. 

On  terrorism,  how  serious,  Mr.  Director,  are  the  threats  that  we 
see  from  terrorist  organizations,  those  that  we  are  never  sure 
whether  when  we  read  it  in  the  paper  or  hear  it  on  the  radio  or 
see  it  on  television,  whether  that  is  the  mission  of  a  crank  or  mad 
caller  or  whether  that,  in  fact,  has  some  basis  for  the  seriousness. 
How  serious  are  those  threats  that  we  are  hearing  from  these  orga- 
nizations? 

Mr.  Freeh.  I  think,  of  course,  the  total  number  of  threats  that 
we  and  other  public  agencies  receive  on  a  daily  basis  are  not  re- 
ported. I  think  the  overwhelming  majority  of  those  can  be  quickly 
analyzed  and  dismissed  as  either  crank  calls  or  not  serious  calls. 

However,  given  the  current  situation  in  Israel,  given  the  pending 
elections,  given  the  cease  fire,  and  given  the  known  fact  that 
Hamas  and  Hezbollah  have  active  cells  organized  in  the  United 
States  and  that  the  rhetoric,  at  least  the  rhetoric  coming  out  of  the 
council  in  the  Mideast,  is  very  directly  and  unequivocally  threaten- 
ing toward  Americans,  American  interests,  the  American  Govern- 
ment. We  are  very,  very  concerned  about  that. 

The  trial  that  begins  in  New  York  City  today  covers  one  small 
aspect  of  a  whole  series  of  not  just  threats,  but  operational  activi- 
ties taken  against  the  United  States  in  the  form  of  the  World 
Trade  bombing. 

Historically,  many  of  those  groups,  particularly  the  ones  that  I 
have  mentioned,  have  refrained  from  terrorist  activity  in  the  Unit- 
ed States.  They  have  relied  on  their  presence  here  for  fundraising, 
material  support,  et  cetera.  But  we  are  very  concerned  and  very 
watchful  of  any  break  in  that  tradition. 

I  think  part  of  the  restraint  by  these  groups  in  the  past  is  be- 
cause of  the  capability  that  we  have  to  move  against  them  if  they 
would  act  criminally.  We  have  done  a  series  of  investigations 
against  some  of  their  leaders  on  criminal  cases  which  have  resulted 
in  prosecutions,  in  some  cases  having  them  leave  the  United 
States.  We  have  taken  a  very  aggressive  approach  using  the  cur- 
rent immigration  laws  to  detain  and  deport  many  of  them.  The 
case  in  New  York  is  one  particular  example. 

But  I  think  the  threats  are  serious.  I  think  we  have  fairly  good 
coverage  of  the  organized  groups  but  what  we  are  always  concerned 
about  are  the  sort  of  casual,  ad  hoc  conspiracies,  as  we  saw  in  the 
World  Trade  Center,  where  individuals  not  within  the  framework 
of  any  particular  group  align  themselves  and  carry  out  terrorist  ac- 
tivities. So  I  think  the  threats  are  very  serious. 

PRINCIPLE  SOURCE  OF  DRUG  ENTRY 

Senator  Lautenberg.  You  said  that  the  Southwest  corner  re- 
quired a  fair  amount  of  resource  to  try  and  intercept  the  drug  flow. 
Is  it  reasonable  to  ask  you  whether  that  is  the  principal  source  for 
drug  entry  into  the  United  States,  taking  all  of  our  borders  into 
consideration? 

Mr.  Freeh.  It  is  certainly  the  principal  entry  for  cocaine.  It  is 
probably  also  becoming  the  principal  entry  for  methamphetamine. 
The  heroin  shipments  which  emanate  in  Southeast  Asia  have  ap- 
peared at  every  border,  the  east  coast,  the  west  coast,  as  well  as 
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through  Canada.  Of  course,  now  the  Cali  cartel  is  growing  their 
own  heroin,  so  that  whole  portion  of  the  drug  trafficking  trade  is 
shifting  more  to  the  Western  Hemisphere.  But  for  cocaine,  I  would 
say  Mexico  certainly,  and  for  heroin,  pretty  much  every  border  that 
we  have. 

COOPERATION  FROM  MEXICAN  GOVERNMENT 

Senator  Lautenberg.  Mr.  Director,  has  there  been  any  reluc- 
tance on  the  part  of  the  Mexican  Government  to  give  us  the  kind 
of  cooperation — and  we  know  that  there  is  cooperation — but  the 
kind  of  things  that  we  need?  Has  there  been  a  perceptible  change 
since  the  trade  agreements  were  accomplished,  were  signed  there? 

Mr.  Freeh.  My  view,  Senator,  is  that  there  has  been  a  percep- 
tible change.  As  I  mentioned  in  my  opening  statement,  the  act  of 
the  Mexican  Government  in  turning  over  Abrego  to  FBI  agents  in 
Houston — Abrego  being  the  leader  of  one  of  the  four  major  traffick- 
ing organizations — was  done  very  quickly  by  their  attorney  general. 
Attorney  General  Lozano,  for  whom  we  have  great  regard,  acted 
swiftly,  very,  very  courageously  on  the  orders  of  his  president. 

Ambassador  Gelbard,  who  has  more  expertise  with  Mexico  than 
I,  reports  that  they  have  a  new  money  laundering  statute.  They  are 
now  endeavoring  to  extradite  Mexican  nationals  whom  we  have  in- 
dicted to  the  United  States.  There  is  recent  training  of  their  mili- 
tary personnel  by  our  personnel  for  drug  interdiction  and  enforce- 
ment. So  I  think  those  are  positive  changes.  I  do  not  think  that  we 
are  there  yet. 

Senator  Lautenberg.  Are  you  gaining  on  the  flow  at  this  point? 

Mr.  Freeh.  That  is  hard  for  me  to  say.  I  know  that  the  South- 
west border  strategy,  which  really  measures  its  success  in  the  hier- 
archy and  the  caliber  of  defendants  that  we  are  getting  versus  the 
quantities  being  interdicted,  has  been  very  successful  because  of 
the  rank  of  the  people  being  indicted  and  charged  and  arrested 
here  in  the  United  States.  We  estimate  approximately  70  percent 
of  the  cocaine  entering  the  United  States  comes  through  Mexico. 

STATUS  OF  INVESTIGATION 

Senator  LAUTENBERG.  A  family  from  New  Jersey  named  Jeffer- 
son lost  a  family  member,  a  U.N.  employee  murdered  in  Bosnia  in 
1995.  They  wrote  to  me  and  contacted  me  asking  for  more  specific 
information  as  to  the  status  of  the  investigation.  An  FBI  team  was 
scheduled  to  go  there  in  April.  It  is  my  understanding  that  the  mis- 
sion was  canceled  because  of  the  crash  that  took  the  lives  of  Sec- 
retary Brown  and  other  colleagues.  The  family,  of  course,  is  very 
upset  by  the  lack  of  data,  and  they  have  turned  to  me  to  ask  where 
it  stands  and  what  they  might  be  able  to  expect  in  the  near  future. 

Mr.  Freeh.  Yes,  sir;  I  am  aware  of  the  case.  As  you  know,  we 
have  spoken  to  the  family  directly  about  it.  If  the  group  of  inves- 
tigators are  not  scheduled  with  a  date  certain  to  go  there,  I  know 
that  the  only  impediment  was  the  somewhat  confusing  situation 
after  the  plane  crash.  It  is  my  intention  to  get  them  there,  get 
them  there  quickly.  We  have  an  environment  there  where  we  can 
conduct  some  investigations,  which  was  not  the  case  even  6  months 
ago.  I  plan  on  sending  personnel  there  in  June  to  discuss  this  mat- 
ter. 
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[The  information  follows:] 

.  Death  of  United  States  Citizen  in  Bosnia 
The  FBI  has  rescheduled  the  visit  of  investigators  to  Bosnia  for  June  1996. 
RELEASE  OF  SURPLUS  WEAPONS 

Senator  Lautenberg.  I  would  appreciate  it.  Mr.  Chairman,  I  will 
finish  in  a  couple  minutes. 

There  is  now  a  situation  where  our  Government  is  about  to  turn 
over  to  gun  groups,  clubs,  et  cetera,  gun  sport  clubs,  a  significant 
number  of  weapons  and  ammunition  as  part  of  a  design  to  rid  the 
Army  of  the  responsibility  of  maintaining  something  called  the  Ci- 
vilian Marksmanship  Program.  It  involves  $70-some  million  of  as- 
sets just  given  over. 

I  am  not  going  to  ask  you  to  comment  on  the  poor  legislative  de- 
cision, but  we  are  talking  about  weapons,  rifles,  150,000,  roughly, 
about  170  million  rounds  of  ammunition — perhaps  the  figure  is 
170,000  weapons  and  150  million  rounds  of  ammunition.  Do  you 
think  that  the  Federal  Government — it  is  alleged  that  these  weap- 
ons will  be  under  some  measure  of  control  and  they  are  not  likely 
to  get  into  the  hands  of  the  typical  criminal.  We  are  talking  about 
rifles,  military  rifles,  but  I  assume  that  some  of  the  militia  units 
that  we  know  exist  around  the  country  and  seem  to  be  in  some 
mode  of  proliferation  probably  would  consider  that  an  asset. 

Do  you  think  the  Federal  Government  ought  to  be  in  the  busi- 
ness of  getting  rid  of  surplus  weapons  by  having  them  flow  into  the 
communities? 

Mr.  FREEH.  I  cannot  speak  for  the  military,  Senator.  I  do  not 
know  what  regulations  or  policies  they  operate  under.  I  just  do  not 
have  enough  knowledge  to  give  you  my  opinion  on  that. 

I  know  for  a  period  of  time,  the  Federal  enforcement  agencies 
have  turned  over  weapons  to  local  and  State  enforcement  officers 
under  very  strict  conditions.  Certainly,  I  think  that  is  a  very  good 
program  and  one  that  benefits  the  safety  of  the  communities  they 
protect. 

Senator  Lautenberg.  What  this  is,  just  to  give  you  a  little  back- 
ground, it  is  going  to  be  a  private  organization  to  which  these  re- 
sources, these  assets,  will  be  directed.  They  will  have  a  board  com- 
prised of  people  appointed  now  by  the  Defense  Department,  with 
vacancies  in  the  future  to  be  filled  by  the  sitting  members  of  the 
board. 

But  the  question  that  I  raise  with  you,  after  having  given  you 
that  background,  is  do  you  think  that  in  any  way  we  present  an 
opportunity  for  further  violence  or  weapons  use  in  our  society  by 
distributing  from  the  Federal  Government,  regardless  of  source, 
170,000  weapons,  rifles,  et  cetera,  150  million  rounds  of  ammuni- 
tion? Can  that  lead  to  a  more  stable  society? 

What  it  purportedly  is  is  a  way  to  improve  marksmanship.  This 
is  a  program  developed  even  before  I  was  on  the  scene,  after  the 
Spanish-American  War.  It  was  an  aid  to  the  military  to  develop 
better  marksmanship.  They  were  not  very  good  shooters,  appar- 
ently, in  the  Spanish-American  War.  The  war  I  served  in,  World 
War  II,  everybody  was  an  expert.  But  they  were  attempting  to  in- 
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corporate  the  civilian  side  of  things,  but  the  Army  says  it  does  not 
do  them  any  good. 

Therefore,  do  you  think  we  run  any  risk  to  our  society  as  a  whole 
by  putting  these  weapons  out  there,  out  of  control  once  released, 
because  they  have  the  right  to  sell,  loan,  give  these  weapons  to 
whomever  they  choose. 

Mr.  Freeh.  I  think  anytime  guns  and  weapons  are  proliferating 
in  any  community,  there  is  always  an  enhanced  danger,  but  it  real- 
ly depends  on  who  is  getting  them  and  what  they  are  doing.  If  my 
dad  got  one  of  those  M-l's,  for  instance,  that  the  Army  is  distribut- 
ing, I  would  feel  pretty  safe  about  that.  If  some  of  the  people  I  grew 
up  with  in  Jersey  City  got  them,  I  might  feel  quite  differently. 

But  I  think  it  depends  on  the  conditions.  One  of  the  enhance- 
ments that  we  are  asking  for  in  1997  has  to  do  with  the  Brady 
Act's  national  instant  check  system,  which,  of  course,  is  mandated 
by  the  Congress.  That  is  a  good  system.  It  is  a  system  that  we 
think  works.  It  has  kept  weapons  out  of  the  hands  of  tens  of  thou- 
sands of  people  who  were  felons  or  people  none  of  us  in  this  room 
would  want  to  see  have  a  weapon.  I  think  if  you  are  going  to  dis- 
tribute weapons,  we  also  need  the  correlative  systems  of  protection 
and  screening  which  certainly  you  and  the  Congress  have  made 
clear  in  the  Brady  Act. 

Senator  Lautenberg.  Thank  you.  Thanks,  Mr.  Chairman.  I  ap- 
preciate your  indulgence. 

Senator  Gregg.  Certainly.  Senator  Bumpers. 

Senator  Bumpers.  Thank  you,  Mr.  Chairman. 

Welcome,  Director  Freeh. 

Mr.  Freeh.  Thank  you,  Senator.  It  is  good  to  see  you. 

FBI  AGENTS 

Senator  Bumpers.  Judge,  let  me  ask  you,  how  many  FBI  agents 
do  you  have? 

Mr.  Freeh.  We  hope  to  have  about  10,700  by  the  end  of  the  year. 
We  currently  have  about  10,400. 

Senator  Bumpers.  So  you  hope  to  add  500? 

Mr.  Freeh.  Yes,  sir. 

Senator  Bumpers.  When  I  graduated  from  law  school,  the  best 
offer  I  had  was  the  FBI,  $250  a  month.  I  would  have  taken  it  ex- 
cept they  also  assured  me  I  would  not  live  in  the  same  town  more 
than  1  year  for  the  first  10  years.  I  assume  that  is  still  something 
of  a  problem,  but  maybe  not  nearly  as  big  a  problem  as  it  was  then. 

Mr.  Freeh.  Not  as  big  a  problem. 

Senator  Bumpers.  I  assumed  at  that  time  that  one  of  the  quali- 
fications for  being  an  agent  was  being  a  lawyer.  I  am  not  sure  that 
was  true  then,  but  what  are  the  hiring  qualifications  now  for  enter- 
ing the  FBI? 

Mr.  Freeh.  Certainly,  we  require  a  college  degree,  U.S.  citizen- 
ship, driver's  license,  and  most  of  our  new  applicants — we  have 
about  50,000  applicants  for  approximately  2,200  positions — have 
second  degrees.  We  still  have  a  large  number  of  lawyers  and  ac- 
countants, but  that  is  really  the  minority  of  the  current  recruits. 

Senator  Bumpers.  More  accountants  than  anything  else? 

Mr.  Freeh.  As  a  single  group  of  professionals,  I  would  say  prob- 
ably more  lawyers  than  accountants. 
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Senator  Bumpers.  What  kind  of  indoctrination  courses  or  ori- 
entation courses  do  you  give  these  people  when  they  enter  the  FBI? 

Mr.  Freeh.  There  is  a  16-week  training  session  which  occurs 
down  in  Quantico  at  our  FBI  Academy.  It  is  a  multifaceted  curricu- 
lum. Of  course,  it  deals  with  some  of  the  tools  needed  to  perform 
the  job,  firearms  proficiency,  defensive  tactics,  investigative  ability, 
but  the  largest  part  of  it  is  really  the  basic  sciences  of  investiga- 
tion, interviewing  techniques,  the  statutory  authority  that  we  have. 

I  have  put  a  revised  curriculum  into  place  which  emphasizes 
now,  much  more  than  before,  the  ethics  as  well  as  the  integrity  as- 
pects of  being  an  FBI  agent.  We  have  a  course — in  fact,  the  first 
course  the  agents  get  when  they  arrive  is  the  essential  ingredients 
of  what  an  FBI  agent  needs  to  have  and  demonstrate  in  terms  of 
integrity.  We  build  a  lot  of  the  curricula  now  around  that  one 
central  theme. 

But  we  have  been  very,  very  blessed.  We  have  gotten  outstanding 
agents.  We  recently  graduated  a  female  agent  who  was  a  lieuten- 
ant commander  in  the  Navy.  She  told  me  she  got  bored  with  land- 
ing and  taking  off  F-14's  on  aircraft  carriers  so  she  wanted  to  use 
her  three  languages  and  science  background  as  a  special  agent.  We 
have  been  very,  very  fortunate  and  the  country  has  been  fortunate 
to  be  getting  these  great  kids. 

TRAINING  FOR  FBI  AGENTS 

Senator  Bumpers.  Are  they  given  any  training  on  the  criminal 
justice  system? 

Mr.  Freeh.  Yes,  sir;  there  is  a  large  portion  of  legal  instruction, 
which  goes  through  the  rudiments  of  our  statutory  authority.  We 
have  a  moot  court  system  where  we  actually  have  the  agents  go  out 
and  do  interviews  and  then  testify  in  court.  I  have  instituted  a  pro- 
gram where  we  bring  Federal  judges  down  to  Quantico  and  meet 
individually  with  the  agent  classes,  instruct  them  as  to  the  proce- 
dures that  are  found  in  the  courtroom.  The  curriculum  is  very 
heavy  with  respect  to  legal  authorities  and  due  process,  all  the 
guidelines  that  govern  how  agents  work. 

Senator  Bumpers.  And  they  are  taught  about  the  presumption  of 
innocence  and  so  on? 

Mr.  Freeh.  Absolutely,  sir. 

Senator  Bumpers.  In  the  courses  dealing  with  interrogation  of 
witnesses,  are  they  schooled  in  the  Constitution  as  well  as  the  pre- 
sumption of  innocence? 

Mr.  Freeh.  Yes;  the  Constitution,  the  presumptions,  we  go 
through  from  really  basic  constitutional  concepts  all  of  the  rights 
and  responsibilities  that  they  have  and  particularly  all  the  rights 
that  defendants  and  subjects  have.  .We  teach  them  that  it  is  not 
only  a  crime  to  leak  information  but  it  is  something  for  which  they 
would  be  fired.  We  teach  them  about  protecting  the  privacy  of  these 
very  sensitive  investigations — any  investigation.  It  is  a  very,  very 
heavy  emphasis  on  their  legal  responsibilities  as  central  players  in 
the  court  system. 

Senator  Bumpers.  Are  you  satisfied  with  that  training  program, 
that  educational  system  you  have? 

Mr.  Freeh.  I  am,  sir,  although,  as  I  said,  I  have  changed  the  pro- 
gram in  the  sense  that  I  have  put  a  much  heavier  emphasis  into 
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the  areas  of  integrity  teaching,  practical  problems  that  deal  with 
the  integrity  of  our  agents,  as  well  as  our  processes.  I  have  brought 
Federal  judges  down  there,  and  there  are  a  few  more  things  that 
I  want  to  do  to  make  sure  that  we  are  teaching  them  what  we  need 
to. 

PRESUMPTION  OF  INNOCENCE 

Senator  Bumpers.  Before  I  ran  for  Governor,  I  was  a  country 
lawyer.  As  a  matter  of  fact,  you  are  talking  to  the  whole  South 
Franklin  County  Bar  Association  right  now.  I  tried  a  lot  of  jury 
cases.  I  very  seldom  tried  a  criminal  case,  maybe  one  a  year  just 
to  sort  of  stay  boned  up  on  new  rulings  by  the  Supreme  Court  and 
the  criminal  justice  system  or  something  like  that. 

But  I  developed  a  deep  and  abiding  respect  for  that  rule  of  law 
which  I  mentioned  earlier,  and  that  is  the  presumption  of  inno- 
cence. I  think,  was  it  Scott  Turow  who  wrote  the  book  "Presumed 
Innocent?"  Of  course,  I  was  on  the  opposite  side  when  I  was  de- 
fending. Since  that  time,  as  I  say,  I  have  seen  abuses  of  the  crimi- 
nal justice  system  and  I  am  very  sensitive  to  it. 

When  it  comes  to  the  Constitution,  of  course,  we  have  a  lot  of 
people  in  the  Senate  who  think  that  is  just  a  rough  draft  that  they 
are  supposed  to  finish  up.  I  have  voted  for  one  constitutional 
amendment  since  I  have  been  here,  and  I  think  I  was  probably 
wrong  on  that.  It  is  a  very  unpopular  thing,  of  course,  to  defend 
the  Constitution  oftentimes  because  everybody  who  has  a  popular 
idea  wants  to  put  it  in  the  Constitution,  whether  it  is  flag  burning, 
term  limits,  you  name  it.  Everybody  wants  to  put  those  things  in 
the  Constitution. 

I  belong  to  the  wait  just  a  minute  club  when  it  comes  to  that. 
Frankly,  politically,  I  get  in  more  trouble  back  home  over  constitu- 
tional questions  than  anything  else.  Of  course,  with  utmost  respect, 
the  ordinary  layman  does  not  understand  what  I  consider  the  sanc- 
tity of  the  document  and  the  brilliance  of  the  people  who  put  it  to- 
gether. 

But  we  have  aberrations  in  this  country,  starting  long  before  the 
Constitution  with  the  Salem  witchcraft  trials,  which  I  have  been 
reading  more  and  more  about  recently.  I  went  over  to  the  Library 
of  Congress  and  got  some  books  on  that,  and  I  am  going  to  make 
a  speech  to  the  UALR,  the  University  of  Arkansas  at  Little  Rock 
Law  School  the  day  after  tomorrow.  I  have  been  looking  for  some 
theme  that  might  impress  those  youngsters  who  are  graduating. 

As  you  might  guess,  the  line  of  questioning  I  am  going  to  ask  you 
is  going  to  be  essentially  the  theme,  and  that  is  where  we  started 
with  the  Salem  witchcraft  trials  down  to  today. 

Senator  Gregg.  Witchcraft  in  the  U.S.  Senate,  is  that  it? 

Senator  Bumpers.  I  think  Vermont  was  in  on  this. 

Senator  GREGG.  I  am  sure  Vermont  was.  [Laughter.] 

I  know  New  Hampshire  was  not. 

Senator  Bumpers.  I  hope  they  have  come  a  long  way  since  then. 
But  as  I  say,  I  cannot  tell  you  how  repelled  I  am  at  times  when 
I  see  what  I  think  is  a  real  corruption  of  the  system  and  abuse  of 
the  system,  particularly  of  people  who  are  in  authority.  Not  only 
am  I  champion  of  the  Constitution,  I  am  a  champion  of  underdogs, 
for  the  most  part. 


473 


SPECTRUM  ISSUE 


So  I  will  not  pursue  this  any  further,  but  let  me  ask  you  about 
the  spectrum  issue.  As  you  know,  Senator  Hollings  and  I  worked 
a  long  time  to  make  sure  the  public  safety  sector  was  reserved  a 
space  on  the  spectrum.  As  you  also  know,  those  things  can  be  sold 
now  and  I  am  concerned  about  where  this  is  going  to  take  us.  In 
Arkansas,  I  think  we  spent  $35  or  $36  million,  the  State  police  did, 
on  their  system,  and  so  far  as  I  know,  they  have  cut  some  kind  of 
a  deal  that  they  are  happy  with,  so  I  do  not  really  have  a  dog  in 
the  fight  anymore,  except  just  from  a  public  safety  standpoint. 

I  know  I  have  heard  you  talk  a  little  bit  about  this  and  the  ne- 
cessity of  law  enforcement  agencies  being  able  to  communicate  with 
each  other.  Are  you  up  to  speed  on  what  is  going  on  right  now? 

Mr.  Freeh.  Yes,  sir;  I  think  I  am. 

Senator  Bumpers.  Would  you  comment  on  that? 

Mr.  Freeh.  Yes;  as  you  know,  the  ongoing  auction  by  the  FCC 
has  produced,  in  addition  to  hundreds  of  millions  of  dollars  of  reve- 
nue for  the  Government,  a  lot  of  anxiety  with  the  law  enforcement 
as  well  as  the  public  safety  departments,  the  911  resources. 

We  are  very  concerned  that,  if  we  have  not  sold  off  too  much  al- 
ready, we  could  well  do  that  unless  we  can  first  formulate  very 
quickly  and  very  comprehensively  what  the  requirements  would  be 
for  one  interoperable  wireless  system  going  on  line  early  next  cen- 
tury. The  Public  Safety  Wireless  Advisory  Committee  [PSWAC]  re- 
port is  due  to  Congress  in  September,  and  we  are  going  to  try  to 
expedite  that,  or  certainly  get  you  the  results  before  the  physical 
report.  The  PSWAC  report  has  really  been  the  product  of  not  just 
the  Federal  law  enforcement  and  public  safety  components,  but  we 
have  on  that  committee  the  Federal  law  enforcement  wireless  users 
group  and  the  State  and  local  components. 

We  will  give  you  a  blueprint,  a  proposal,  and  recommendations 
for  the  amount  of  megahertz  that  we  will  need  for  an  effective 
interoperable  wireless  system  where  everybody  can  communicate 
quickly  and  safely.  We  should  have  the  PSWAC  report  in  Septem- 
ber, but  we  are  very  concerned  about  the  auctioning  continuing 
without  that  foresight.  The  chairman  has  indicated  to  me  that  he 
has  heard  from  the  Commerce  Secretary  that  the  auction  will  at 
least  briefly  pause  so  we  can  put  this  recommendation  before  the 
Congress,  and  we  are  hopeful  that  it  will  be  favorably  considered. 
It  is  of  great  importance,  particularly  to  the  State  and  local  au- 
thorities. 

In  fact,  I  was  speaking  to  Lee  Colwell  last  week  from  Arkansas, 
and  you  are  right.  They  have  reached  a  level  of  comfort,  but  we  are 
not  and  he  is  not  so  sure  that  that  means  that  they  are  out  of  the 
woods  yet,  because  we  have  not  seen  what  the  narrow  band  versus 
the  broad  band  capability  will  remain  after  the  current  auction. 

INTRODUCTION  OF  BILL 

Senator  Bumpers.  Has  Lee  talked  to  you  about  a  bill  that  I  have 
introduced  essentially  on  his  behalf?  He  has  worked  on  this  for  a 
very  long  time.  It  is  a  rural  criminal  justice  thing. 

Mr.  Freeh.  Yes,  sir;  he  has  discussed  that. 

Senator  Bumpers.  Has  he  talked  to  you  about  it? 
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Mr.  Freeh.  We  have. 

Senator  Bumpers.  How  does  the  concept  of  that  appeal  to  you? 

Mr.  Freeh.  I  think  the  concept  is  very  good.  It  is  certainly  one 
that  we  would  support. 

Senator  BUMPERS.  I  am  not  nearly  as  well  informed  on  that  as 
Lee  is,  but  he  has  been  vitally  interested  in  this  for  a  long  time. 
I  think  Senator  Hatch  is  getting  more  impressed  with  this  concept, 
too,  so  we  may  have  a  chance  to  move  that  out  of  the  Judiciary 
Committee  this  year. 

I  might  submit  a  couple  of  questions  to  you  in  writing,  one  deal- 
ing with  that  legislation,  and  ask  for  your  comments. 

Mr.  Freeh.  Yes,  sir;  I  will  be  happy  to  do  that. 

Senator  Bumpers.  Thank  you,  Mr.  Chairman. 

Senator  GREGG.  Thank  you,  Senator  Bumpers. 

On  the  spectrum  issue,  I  have  recently  written  the  Attorney  Gen- 
eral and  Director  and  everybody  else  I  could  think  of  on  this  issue. 
I  will  get  you  a  copy  of  that  letter.  I  greatly  appreciate  your  sup- 
port, obviously,  in  this  effort  to  make  sure  we  protect  the  spectrum 
for  the  law  enforcement  communities. 

Senator  Bumpers.  John  Breaux  sent  a  letter.  I  do  not  know  how 
many  Senators  signed  it.  I  did  not,  because  it  really  sort  of  flew  in 
the  face  of  what  I  felt  about  this.  I  want  these  agencies,  the  States, 
and  the  public  safety  people  who  have  gotten  these  spaces,  I  want 
them  to  have  them,  and  if  they  want  to  peddle  them,  that  is  fine, 
but  I  do  not  want  them  to  be  coerced  and  I  do  not  want  to  get  into 
a  contest  over  whether  somebody  is  bargaining  in  good  faith  or 
whether  they  are  not  bargaining  in  good  faith.  But  in  any  event, 
I  may  submit  a  letter  to  you  on  that  question. 

MAJOR  TECHNICAL  INITIATIVES 

Senator  Gregg.  Thank  you,  Senator  Bumpers. 

Can  you  bring  us  up  to  speed,  Director  Freeh,  on  the  different 
major  technical  initiatives  you  have?  You  have  NCIC  2000,  you 
have  the  fingerprint  issue,  and  you  have  digital  telephony,  and  all 
of  them,  or  at  least  the  first  two,  had  significant  overrun  problems 
and  the  last  one,  we  are  just  kicking  off  and  we  need  to  know 
where  we  are  going  to  go  with  digital  telephony. 

Mr.  Freeh.  With  respect  to  the  NCIC  problems,  yes,  we  have 
had  substantial  delays.  We  now  hope  that  we  will  have  the  system 
fully  interoperable  by  August  1999.  As  you  know,  we  have  had  mil- 
lions of  dollars  in  overruns. 

We  are  right  now  waiting  for  the  definitive  information,  which 
we  should  have  in  June,  which  will  give  us  the  ability  to  give  you 
and  the  Congress  the  final  complete  cost  estimate.  We  have  not 
done  that  yet,  because  also  in  June,  we  will  get  the  completed  ar- 
chitecture for  the  central  segment,  which  is  how  all  of  these  indi- 
vidual disciplines  in  that  system  will  work  together  and  be  inte- 
grated. 

I  am  very  confident  that  the  project  is  back  on  track  and  that 
we  will  be  able  to  give  you  the  cost  estimate  in  a  definitive  manner. 
Based  on  all  of  the  preliminary  feedback  from  the  Harris  Corp.,  we 
will  get  the  capability  and  the  capacity  that  we  are  requiring. 

I  have  put  the  system  under  new  leadership;  I  moved  the  devel- 
opment to  Carolyn  Morris'  division.  We  have  put  our  most  experi- 
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jnced  people  on  that.  We  have  also  set  milestones  and  are  working 
hi  an  incremental  basis  to  make  sure  that  we  are  checking  our 
arithmetic  as  we  sort  out  the  larger  answer.  We  have  also  inte- 
grated into  the  system  more  of  the  user  expertise,  as  well  as  cri- 
;ique. 

We  went  to  an  individual  named  Harlin  McEwen,  who  was  the 
;hief  of  police  in  Ithaca,  and  who  is  the  individual  member  of  the 
[ACP  who  sits  on  all  of  their  science  and  technology  committees. 
He  is  now  at  the  FBI.  He  is  overseeing  this  project,  coordinating 
t  with  the  State  and  local  committees,  with  our  advisory  board, 
md  I  am  very  confident  that  the  management  of  this  issue  and  the 
problem  solving  capability  is  as  high  as  it  can  be.  We  will  have, 
lopefully,  in  the  next  couple  of  weeks,  the  final  cost  estimate  as 
veil  as  the  central  segment,  which  we  can  then  guarantee  comple- 
;ion. 

Senator  GREGG.  Is  it  going  to  work? 

Mr.  Freeh.  I  cannot  guarantee  it  is  going  to  work,  but  I  am  very 
lopeful  from  all  of  the  people  who  have  more  expertise  than  I  in 
his  matter  that  the  capacity  should  be  there  if  everything  else  has 
jeen  done  correctly  and  corrected,  which  we  hope  is  the  case. 

Unfortunately,  I  cannot  guarantee  it.  I  have  trouble  getting  the 
'12:00"  to  stop  blinking  off  my  VCR  when  the  electricity  goes  out. 
But  I  have  great  confidence  in  Carolyn  and  Harlin. 

Senator  Bumpers.  What  a  relief  to  hear  that.  I  thought  I  was 
done  in  that  area.  [Laughter.] 

IAFIS 

Mr.  Freeh.  On  the  IAFIS  project,  we  are,  as  you  know,  also  18 
nonths  behind,  about  $120  million  in  the  hole.  I  am  confident  that 
;he  new  leadership  there,  the  incremental  approach  to  building  the 
system  which  we  have  gone  to  from  the  prior  approach  of  waiting 
intil  the  last  minute  and  then  turning  on  the  switch  and  hoping 
;hat  it  works,  has  been  replaced  by  a  much  more  scientific  incre- 
mental system.  We  have  many  outside  experts,  as  well  as  our  very 
;apable  on-board  employees,  solving  those  problems. 

We  think  also,  in  1999,  November,  we  will  have  that  system  on 
line.  Again,  I  cannot  guarantee  it,  but  I  am  very  optimistic  from 
everything  I  have  heard,  and  I  get  briefings  once  a  week  from  the 
people  who  are  managing  the  system,  that  we  will  be  able  to  per- 
form it  and  bring  it  on  line,  albeit  at  a  great  delay  and  a  great  cost. 

DIGITAL  SYSTEM 

With  respect  to  the  third  system,  the  digital  system,  again,  ex- 
sept  for  the  carrier  compliance  component,  the  individual  FBI  re- 
sponsibilities, which  go  to  the  writing  of  the  capacity  requirements, 
the  final  capacity  notices  will  be  completed  in  March  1997.  We 
tiave  two  units  who  have  been  working  on  this  problem  for  the  last 
year.  I  have  been  out  to  see  them.  I  get  regular  briefings  from 
them.  They  are  setting  up  the  FBI  systems  that  will  be  required 
to  maintain  the  access,  not  just  to  the  wire  and  data  communica- 
tions but  the  internet  as  well  as  the  modem  modifications  on  the 
system. 

The  perhaps  very  good  news  with  respect  to  the  carrier  compli- 
ance aspect  is  that  private  industry  and  not  the  Federal  Govern- 
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ment  is  responsible  for  engineering  and  building  that  system.  They 
are  writing,  and  will  certainly  start  to  design  and  engineer,  once 
they  have  the  CALEA  funding,  the  actual  switches  that  go  into  the 
access  capability.  As  we  have  discussed  before,  the  $500  million  we 
see  as  a  fairly  good  estimate  as  to  the  requirements. 

There  are  approximately  35  switching  platforms  in  the  United 
States  that  need  to  be  retrofitted  by  the  carriers  to  give  us  contin- 
ued access.  The  majority  of  those  switches — in  fact,  the  exact  ma- 
jority— would  break  down  as  follows.  Fourteen  of  those  thirty-five 
switches  deal  with  93  percent  of  the  capacity  as  well  as  93  percent 
of  the  historical  venues  where  we  have  conducted  and  needed  the 
ports  of  access  for  electronic  surveillance.  Two  of  those  fourteen 
switching  platforms  cover  65  percent  of  all  of  the  switching  traffic 
and  access. 

The  $100  million  that  we  would  propose  using  in  1997  consists 
of  $50  million  to  reengineer  those  systems  and  $50  million  to  de- 
velop and  build  two  systems  within  that  matrix  which  would  ac- 
count for  65  percent  of  the  capacity.  So  even  getting  that  large  por- 
tion of  the  universe  will  keep  most  of  our  important  investigations, 
particularly  the  drug  ones,  up  and  running. 

We  also  based  the  cost  estimate  on  data  we  have  gotten  from  a 
common  carrier  in  another  country  that  has  fixed  this  particular 
problem,  and  we  have  extrapolated  those  expenditures  to  our 
switching  platforms. 

Again,  private  industry  is  doing  all  of  this  engineering  and  de- 
signing. There  are  cost  recovery  requirements  in  the  statute,  so  I 
think  we  will  avoid  any  gold  plating,  and  the  people  who  are  doing 
this  from  our  perspective  in-house,  are  very,  very  good  and  very 
competent. 

OTHER  SOURCES  FOR  FUNDING 

Senator  GREGG.  The  problem  we  are  going  to  have  as  a  commit- 
tee is  that,  possibly  on  the  House  side,  certainly  from  some  other 
areas,  is  going  to  be  momentum  to  try  to  get  other  folks  to  pay  for 
this.  Have  you  done  any  work  with  any  of  the  other  beneficiaries 
here  so  that  we  could  find  some  other  sources  of  funding? 

Mr.  Freeh.  Yes;  I  have.  I  have  spoken  to  the  DCI,  John  Deutch. 
The  Attorney  General  has  spoken  to  him.  He  is  supportive  not  just 
of  the  creation  of  a  fund  where  nonlaw  enforcement  agencies  could 
contribute  to  the  carrier  compliance  but  has  told  me  that  he  is  will- 
ing to  contribute  to  that  and  support  it.  He  knows  that  what  he 
does  on  the  intelligence  side,  both  here  and  abroad,  as  well  as  the 
National  Security  Agency,  is  completely  dependent  on  this  access. 
If  that  access  is  gone  to  the  Drug  Enforcement  Administration  and 
the  FBI,  it  is  just  as  quickly  gone  to  the  National  Security  Agency 
folks.  I  think  he  and  the  Treasury  Secretary,  who  the  Attorney 
General  has  not  yet  discussed  this  with,  will  also  be  inclined  to 
support  this. 

Senator  Gregg.  Can  you  get  us  some  hard  numbers  as  to  what 
you  think  we  can  get  from  contributions? 

Mr.  Freeh.  I  am  trying  to  get  those  now,  but  I  will  endeavor  to 
get  those  for  you. 
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AGENTS  OVERSEAS 

Senator  Gregg.  Thank  you.  You  mentioned  that  the  person  you 
picked  up  in  the  Philippines  has  planned,  or  a  group  of  people  had 
planned  to  bomb  11  American  aircraft.  This  discussion  of  whether 
we  should  have  agents  overseas  and  the  costs  of  an  agent  overseas 
is  extraordinarily  expensive.  We  all  recognize  that. 

But  trying  to  put  that  into  the  context  of  lives  saved,  11  Amer- 
ican aircrafts  represents  literally  thousands  of  American  lives 
saved,  does  it  not,  as  a  result  of  having  this  agent  overseas  or  a 
group  of  agents  overseas  looking  at  this  issue. 

Mr.  Freeh.  Yes;  exactly.  That  individual  also,  as  you  know,  is 
charged  with  the  bombing,  the  actual  engineering  and  building  of 
the  bombing  device  in  the  World  Trade  tower.  In  addition  to  the 
six  lives  lost  in  that  bombing,  which  is  incalculable  in  terms  of  per- 
sonal damage,  the  economic  damage  from  that  building  has  ex- 
ceeded $1.2  billion.  In  other  words,  all  of  the  business  displaced,  all 
of  the  economic  loss  to  businesses  all  over  the  world  is  over  $1  bil- 
lion. So  I  think  it  is  a  good  investment  for  public  safety  and  Ameri- 
cans to  have  that  protection  and  that  capability  overseas,  particu- 
larly in  a  small  and  very  dangerous  world. 

Senator  GREGG.  You  stressed  the  fact  that  your  overseas  agents 
work  directly  for  the  Ambassador  and  are  under  the  control  of  the 
Ambassador  in  the  countries  in  which  they  are  in. 

Mr.  Freeh.  Yes;  they  directly  report  and  tell  the  Ambassador  ev- 
erything they  are  doing,  including  their  communications. 

FBI  RELATIONSHIP  WITH  DEA 

Senator  GREGG.  How  is  your  relationship  with  the  DEA?  We  are 
going  to  hear  from  DEA  in  a  few  seconds,  but  I  have  been  im- 
pressed. I  think  it  would  be  good  for  the  record  if  you  could  reflect 
on  your  relationships. 

Mr.  Freeh.  I  think  it  is  outstanding,  and  I  think  that  is  largely 
due  to  Tom  Constantine  and  the  professionals  at  the  DEA.  When 
I  got  to  the  FBI  in  September  1993,  it  was  quite  the  opposite.  The 
Director  and  the  Administrator  would  make  appointments  to  speak 
to  each  other.  The  agents  in  the  field,  in  many  cases,  in  the  same 
small  city,  did  not  know  each  other. 

We  have  gone  completely  in  the  other  direction,  to  the  point 
where  for  over  1  year,  I  had  a  DEA  agent  running  the  FBI's  drug 
program  and  its  organized  crime  program.  He  came  over  from  DEA 
headquarters  with  line  authority  to  run  those  two  programs.  Those 
exchanges  have  gone  on  in  the  Southwest  border  strategy,  over- 
seas— we  solved,  the  Administrator  and  I,  in  2  minutes,  a  dispute 
that  went  on  for  14  years  as  to  who  is  the  lead  drug  agency  over- 
seas. It  is  DEA.  It  should  be  DEA.  We  are  very  proud  of  that  rela- 
tionship, and  as  I  said,  a  lot  of  it  has  to  do  with  the  professionalism 
of  those  officers  and  Mr.  Constantine's  extraordinary  abilities. 

SYSTEMS  TO  PREVENT  FURTHER  CONFLICT  BETWEEN  THE  FBI  AND  DEA 

Senator  GREGG.  I  think  that  is  tremendous  and  very  positive 
progress.  I  guess  my  question  to  follow  up  on  that  is,  have  we  put 
in  place  some  systems  so  that  when  the  personalities,  which  are  ob- 
viously key  here  to  this  very  cooperative  relationship,  may  not  be 
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there,  because  you  may  decide  to  go  out  and  actually  make  some 
money  in  your  lifetime,  do  something  else,  do  we  have  some  sys- 
tems so  that  we  do  not  get  back  to  the  cold  war  atmosphere  that 
existed? 

Mr.  Freeh.  I  think  we  do.  In  fact,  one  of  the  projects  that  is 
going  on  right  now  is  a  project  where  Bill  Esposito,  who  is  the  chief 
of  our  Criminal  Division,  and  Doug  Wankel  are  sitting  down.  In 
fact,  they  had  a  meeting  at  Quantico  1  week  ago,  where  they  are 
starting  to  identify  and  then  we  will  implement  institutional  meas- 
ures to  avoid  any  personality  consequence  of  this  relationship. 

I  think  exchanging  the  officers,  working  on  joint  intelligence  op- 
erations, which  we  are  doing  now  in  very  sensitive  cases,  having 
the  Office  of  Investigative  Agency  Policies,  which  is  an  institutional 
bridge  between  the  organizations,  are  all  things  which  we  have 

Senator  Gregg.  Does  it  help  to  have  the  training  facilities  in  the 
same  physical  location  at  Quantico  so  that  there  is  an  interface 
early  on  in  careers,  do  you  think? 

Mr.  Freeh.  Absolutely,  yes;  and  we  have  taken  the  steps  to  inte- 
grate the  training  much  more  than  in  the  past. 

INTERNATIONAL  AFFAIRS 

Senator  Gregg.  On  the  terrorism  issue,  this  is,  for  me,  the  No. 
1  priority  that  we  have  to  address  in  the  area  of  international  af- 
fairs. Let  me  ask  you  a  totally  off-the-wall  question,  which  you  may 
or  may  not  want  to  respond  to,  but  we  are  talking  now  about  initi- 
ating a  missile  defense  system  which  will  cost  hundreds  of  millions 
of  dollars.  One  of  the  arguments  for  it,  which  I  think  is  legitimate, 
is  that  one  of  the  threats  to  this  country  today  is  a  terrorist  act 
by  a  terrorist  nation  using  a  missile  or  some  sort  of  delivery  system 
like  that. 

As  you  weigh  the  threat  of  a  terrorist  attack  against  this  country 
of  a  nuclear  or  poisonous  gas  or  biological  action,  the  delivery  sys- 
tem which  you  most  likely — as  you  prioritize  delivery  systems,  how 
do  you  do  that?  Does  the  missile  delivery  system  rate  as  high  a  pri- 
ority as  a  container  ship? 

Mr.  Freeh.  From  a  law  enforcement  point  of  view,  we  would  be 
more  concerned  about  a  much  smaller,  much  more  portable  and 
much  more  concealable  delivery  system.  For  example,  the  seizure 
by  the  Czech  police  in  Prague  of  four  kilograms  of  weapons-grade 
and  enriched  uranium,  we  would  be  very,  very  concerned  about  the 
delivery  system  where  that  improvised  nuclear  device  could  be  con- 
structed. We  would  be  very  concerned  about  somebody  adding  nu- 
clear materials  to  the  Ryder  van  in  the  basement  of  the  World 
Trade  Center  when  it  blew  up. 

We  really  do  not  have  the  expertise  nor  the  scope  of  information 
to  be  competent  to  talk  about  the  missile  systems,  but  we  are  very, 
very  concerned  about  small,  concealable  delivery  systems,  whether 
they  be  briefcases  or  boxes  or  automobiles. 

Senator  GREGG.  Do  you  have  the  resources  necessary  within  the 
fact  that  the  technology  can  only  do  so  much,  people  can  only  do 
so  much,  but  the  resources  you  feel  are  necessary  to  anticipate, 
identify,  and  track  that  type  of  a  threat? 
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Mr.  Freeh.  I  think  we  have  very  slim  resources  in  that  area.  We 
have  just  started,  for  instance,  a  unit  in  our  laboratory  and  as- 
signed 12  scientists  who  will  deal  principally  with  threats  and 
forensics  relating  to  chemical,  nuclear,  and  biological  attacks. 

But  again,  I  think  the  key  to  our  success  in  this  area,  and  this 
is  something  that  I  do  know  about  in  my  law  enforcement  back- 
ground, is  that  we  have  to  have  the  contacts  and  the  eyes  and  ears 
overseas  to  deal  with  these  threats. 

For  instance,  the  Russians  about  1  year  ago  identified  a  subject 
who  was  trying  to  sell  or  purporting  to  sell  nuclear  materials.  The 
Russian  police,  because  of  our  contact  in  Moscow,  communicated 
that  to  us.  We  introduced  an  undercover  agent  to  the  buyer  to  de- 
termine what  capability  or  what  materials  he  did  have  for  sale. 
The  Russians,  using  their  own  electronic  surveillance,  then  tried  to 
determine  whether  this  person  had  sources  and  who  they  were. 
Those  are  the  kinds  of  things  that  I  think  will  give  us  the  window 
and  the  ability  to  preempt. 

STRATEGY  REGARDING  TERRORISM 

Senator  GREGG.  Are  you  developing  a  strategy  for  this?  You  say 
you  think  they  fit  in  this  area.  Is  there  a  working  group  involving 
your  agency  and  the  intelligence  agencies  that  is  developing  a 
strategy  that  can  give  us  what  you  need  in  order  not  to  be  thin  in 
this  area? 

Mr.  Freeh.  There  is  a  CSG  working  group.  We  have  some  work- 
ing groups  with  the  Counterterrorism  Center  at  the  CIA.  We  have 
been  working  with  Defense.  The  Energy  Department  has  done  a 
survey  for  us  down  in  Quantico  on  what  our  investigative  needs 
should  be.  We  have  not  put  together  a  resource  proposal,  but  we 
certainly  could  do  that. 

Senator  Gregg.  I  would  like  to  strongly  encourage  you  to  be 
thinking  in  those  terms.  I  do  feel  from  my  perspective  that  this  is 
a  priority.  I  do  not  know  if  the  majority  of  the  committee  feels  that 
way,  but  I  would  like  to  at  least  initiate  some  preliminary  move- 
ment to  try  and  get  a  systematic  proposal  in  response  to  what  we 
need  in  this  area. 

Mr.  Freeh.  We  can  do  that,  Senator.  Thank  you. 

Senator  GREGG.  I  guess,  before  I  close,  I  will  ask,  did  you  have 
any  further  questions,  Senator? 

ATTRITION  RATE 

Senator  Bumpers.  Just  a  couple  of  questions,  if  I  may,  Mr. 
Chairman. 

Judge  Freeh,  what  kind  of  an  attrition  rate  do  you  suffer  in  the 
FBI? 

Mr.  Freeh.  We  average  about  400  agents  per  year  who  retire. 

Senator  Bumpers.  It  is  a  retirement  process? 

Mr.  Freeh.  Yes,  sir. 

Senator  Bumpers.  What  kind  of  attrition  rate  do  you  have  by 
people  just  dropping  out  after  the  first  few  years? 

Mr.  Freeh.  It  is  very  small. 

Senator  Bumpers.  Very  small? 

Mr.  Freeh.  I  can  get  you  the  exact  number,  but  it  is  very  small. 

[The  information  follows:] 
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Attrition  Rate  for  FBI  Agents 

During  1994,  13  FBI  Special  Agents  resigned  within  5  years  of  entry  on  duty. 
During  1995,  37  FBI  Special  Agents  resigned  within  5  years  of  entry  on  duty. 

DROP  IN  CRIME  RATE 

Senator  Bumpers.  You  may  have  mentioned  this  in  your  opening 
statement — I  was  not  here — but  as  you  know,  quite  a  bit  is  being 
made  now  of  the  crime  rate  dropping  in  the  country.  I  guess  those 
are  mostly  FBI  statistics,  are  they  not? 

Mr.  Freeh.  Yes,  sir. 

Senator  Bumpers.  Everybody  attributes  that  drop — and  in  some 
places  it  is  pretty  dramatic.  In  New  York  City,  for  example,  it  is 
fairly  dramatic.  In  Little  Rock,  it  is  pretty  dramatic,  though  to  read 
the  paper,  you  would  not  believe  that.  But  there  is  a  substantial 
drop  and  Little  Rock  has  gone  from  the  3d  to  the  20th  city  in  the 
country  in  crime  rate. 

Do  you  have  any  thoughts  about  what  you  would  attribute  that 
to  mostly?  Is  it  more  prisons  and  locking  people  up  for  longer, 
tougher  sentences,  or  is  it  better  investigative  abilities,  or  maybe 
a  combination  of  all  of  them? 

Mr.  FREEH.  I  think  it  is  a  combination  of  things.  I  think  it  is, 
in  part,  what  this  Congress  has  done  and  been  doing  for  several 
years — the  sentencing  guidelines,  just  to  take  one  aspect  of  it. 
There  are  48,000  drug  dealers  in  Federal  prison.  Without  the 
guidelines  under  which  the  majority  of  these  were  now  sentenced, 
we  would  not  see  the  continued  incarceration,  and,  of  course,  the 
recidivism  for  not  just  drug  dealers  but  violent  criminals  is  very, 
very  high. 

I  think  part  of  it  is  the  success  we  have  had  with  our  task  forcing 
with  State  and  local  authorities.  In  Little  Rock,  for  instance,  there 
is  a  safe  streets  task  force.  In  New  York  City,  different  strategies 
have  worked  well  there  which  have  not  worked  in  other  parts  of 
the  country. 

Part  of  it  is  an  aging  criminal  population.  We  are  reminded,  as 
I  mentioned  before,  that  in  the  juvenile  categories,  the  explosion 
rate  with  respect  to  violent  crime  is  enormous  and  we  are  looking 
at  a  larger  population  in  a  few  years. 

I  think  there  has  been  a  lot  of  deliberate  things  done  to  be  re- 
sponsible for  that  success.  I  think  a  lot  of  hard  and  very  dangerous 
law  enforcement  work  has  achieved  some  of  it.  Some  of  it  is  demo- 
graphics. I  am  not  an  expert  on  that.  But  I  know  identifying  crimi- 
nals and  putting  them  away  and  keeping  them  there  is  probably 
the  best  single  solution  that  I  can  think  of. 

REPEAT  OFFENDERS 

Senator  Bumpers.  I  am  inclined  to  agree  with  you  on  that,  be- 
cause, as  you  know,  repeaters  have  always  been  the  big  problem 
in  this  country.  Every  time  you  see  a  really  violent  crime,  you  find 
some  guy  has  been  charged  six  or  seven  times  before  and  turned 
loose  prematurely,  all  of  those  kinds  of  things. 

Do  you  have  an  opinion  as  to  whether  this  is  an  aberration  or 
whether  you  think  this  trend  is  going  to  continue? 

Mr.  Freeh.  It  is  hard  to  predict.  I  think  if  we  keep  the  focus  on 
crime  and  crime  prevention,  which  includes  drug  treatment  as  well 
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as  arresting  for  repetitive  offenses,  I  think  if  we  work  on  some  ju- 
venile strategies,  most  importantly,  we  can  perpetuate  this  and 
enjoy  some  moderate  success. 

GUNPOWER 

Senator  Bumpers.  Have  you,  by  any  chance,  watched  this  pro- 
gram on — I  do  not  know  whether  it  is  on  Discovery  or  on  A&E — 
on  gunpower? 

Mr.  Freeh.  No;  I  have  not,  sir. 

THREATS  TO  WITNESSES  BY  FBI  PERSONNEL 

Senator  Bumpers.  I  will  not  burden  you  with  it.  Mr.  Chairman, 
I  come  down  on  a  different  side  of  the  gun  issue,  but  it  is  a  very 
interesting  documentary  on  guns  in  the  country.  I  do  not  know 
where  we  are  headed  with  the  proliferation  of  weapons  in  this 
country.  If  I  were  a  law  enforcement  officer,  I  would  be  berserk 
about  the  freedom  people  have  to  buy  these  unbelievably  powerful 
weapons. 

This  is  a  documentary  in  Michigan  about  a  law  to  carry  a  con- 
cealed weapon.  We  now  have  26  States  that  allow  people  to  carry 
concealed  weapons,  which,  in  my  opinion,  is  just  short  of  barbaric. 

But  one  of  the  questions  along  the  line  I  first  asked  you  about, 
if  you  get  a  written  complaint  or  a  telephone  call  from  somebody 
who  is  a  witness  that  has  been  interviewed  by  the  FBI,  not  a  tar- 
get, just  a  witness,  and  they  allege  that  they  were  intimidated, 
threatened,  browbeat,  either  by  physical  action  or  orally,  what  kind 
of  procedure  do  you  have  to  deal  with  something  like  that? 

Mr.  Freeh.  We  have  several  procedures.  We  have  an  Office  of 
Professional  Responsibility  in  the  FBI.  There  is  a  separate  super- 
vising office  responsible  for  these  investigations. 

Senator  Bumpers.  I  hear  you  get  a  lot  of  those. 

Mr.  Freeh.  Yes,  sir,  we  do.  There  is  a  separate  supervising  OPR 
office  in  the  Department  of  Justice.  We  seriously  and  vigorously  in- 
vestigate those  cases.  A  file  and  an  investigation  is  opened  up.  A 
preliminary  inquiry  is  done.  We  treat  them  very,  very  seriously  and 
we  have  prosecuted,  unfortunately,  some  of  our  own  people  for  vio- 
lating laws,  as  well  as  procedures,  with  respect  to  that.  We  should 
not  be  in  the  business  of  doing  that,  and  my  experience  of  being 
around  this  agency  for  22  years  is  that  happens  in  rare  instances. 
Unfortunately,  I  am  sure  it  does  happen,  but  I  think  they  are  very 
rare. 

Senator  Bumpers.  But  you  do  not  believe,  based  on  your  experi- 
ence and  observations  since  you  have  been  Director,  that  that  is  a 
pervasive  problem? 

Mr.  Freeh.  No,  sir;  not  at  all. 

Senator  Bumpers.  Thank  you,  Mr.  Chairman. 

MONTANA 

Senator  Gregg.  Thank  you,  Senator.  I  presume  we  should  ask 
you  for  the  record  if  you  have  any  comments  you  wish  to  make  on 
what  is  happening  in  Montana,  and  if  you  do  not,  that  is  fine. 

Mr.  Freeh.  I  really  do  not.  I  have  not,  as  you  know,  made  com- 
ments about  it.  We  are  pursuing  a  protocol  which  is  really  gov- 
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erned  by  our  crisis  response  group.  All  of  the  procedures  that  I  put 
in  place  are  working.  Our  negotiators  are  dealing  evenly  with  our 
tactical  people.  My  goal  there  is  to  enforce  the  law  and  not  have 
anybody  get  hurt.  I  want  to  do  both  at  the  same  time,  but  I  want 
to  make  sure  that  whatever  action  we  take  is  done  along  the  mod- 
els that  we  spent  so  much  time  and  trouble  putting  into  place. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  GREGG.  Thank  you.  Thank  you  very  much  for  your  time, 
Director. 

Mr.  FREEH.  Thank  you,  Mr.  Chairman.  It  is  good  to  see  you. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Bureau  for  response  subsequent  to  the  hearing:] 

Questions  Submitted  by  Senator  Judd  Gregg 
personnel 

Question.  FBI  ended  fiscal  year  1995  with  591  fewer  FBI  agents  on  board  than 
authorized  for  the  fiscal  year.  The  fiscal  year  1996  budget  request  increases  agent 
positions  by  another  78  agents.  How  does  the  FBI  plan  to  close  this  shortfall? 

Answer.  The  FBI  is  closing  the  shortfall  between  on  board  and  authorized  agents 
through  an  aggressive  hiring  effort  that  is  expected  to  result  in  1,033  new  special 
agents  during  1996.  The  FBI  is  authorized  for  10,660  agent  positions  in  1996.  As 
of  May  24,  1996,  a  total  of  656  new  special  agents  had  been  hired.  The  FBI  antici- 
pates hiring  an  additional  377  new  special  agents  prior  to  the  end  of  the  year.  The 
number  of  on  board  special  agents  at  the  close  of  1996  is  projected  to  be  10,701. 

Question.  Do  you  have  confidence  that  your  hiring  plan  is  realistic? 

Answer.  Yes.  As  of  May  24,  1996,  the  FBI  has  hired  656  new  special  agents. 
Based  upon  the  current  hiring  plan,  the  FBI  plans  to  hire  an  additional  377  new 
special  agents  during  the  remainder  of  1996. 

Question.  What  is  the  full  modular  cost  of  a  new  FBI  agent? 

Answer.  The  modular  cost  for  the  first  year  for  a  new  field  agent  position  (GS- 
13)  is  $142,291.  FTE  for  new  positions  are  lapsed  at  50  percent.  The  modular  costs 
include  salaries  and  benefits;  transfer  funding;  equipment;  and  other  nonpersonnel 
funding. 

Equipment  items  include  funding  for  office  furniture,  computer  workstation,  auto- 
mobile, firearm,  investigative  equipment,  and  radio/car  alarm.  Other  nonpersonnel 
items  include  funding  required  for  travel,  rental  of  space,  other  rents  and  utilities, 
training,  contract  services  for  background  investigations,  supplies,  and  confidential 
expenditures. 

MANAGEMENT  OF  HIGH-TECH  CONTRACTS 

Question.  As  of  May  10,  1996,  the  National  Crime  Information  Center  (NCIC) 
2000  project  was  44  months  behind  schedule  and  $58  million  over  budget.  So  far, 
$90  million  has  been  spent  on  the  development  of  this  project.  Key  development  con- 
tracts are  being  renegotiated.  Better  (and  likely  higher)  estimates  for  cost  and  deliv- 
ery of  the  system  are  expected  in  June. 

Even  with  these  delays,  we  get  requests  each  year  for  NCIC  2000  to  do  more.  The 
1997  budget  requests  another  $8.25  million  for  two  more  files  in  the  system.  Won't 
more  files  delay  development  and  deployment  of  the  system  even  further?  Wouldn't 
it  make  more  sense  for  the  FBI  to  stop  changing  the  specifications  for  the  system 
and  focus  on  getting  NCIC  2000  up  and  running,  before  adding  more  capabilities? 

Answer.  While  adding  to  NCIC  2000  costs,  the  development  of  the  two  new  files 
for  which  funding  was  requested  in  fiscal  year  1997  will  not  delay  the  current  sched- 
ule. Harris  Corporation  has  incorporated  these  files  in  its  new  proposal  for  NCIC 
2000  completion.  However,  it  is  true  that  any  additional  new  files  beyond  these  two 
would  most  certainly  add  to  the  cost  and  delay  the  development  of  the  system.  The 
JASON  Group,  which  conducted  a  review  of  the  proposed  NCIC  2000  system  archi- 
tecture at  the  FBI's  request,  verbally  commented  that  changing  requirements  was 
one  of  the  greatest  risks  to  successful  system  development. 

The  FBI  agrees  that  it  makes  sense  to  halt  further  changes  to  both  the  existing 
NCIC  system  and  NCIC  2000  to  allow  a  consistent,  sustained  baseline  for  develop- 
ing NCIC  2000  on  time  and  within  the  revised  cost  and  schedule  estimates  we  ex- 
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pect  to  have  available  in  June.  In  order  to  maintain  this  focus,  the  FBI  must  have 
a  similar  commitment  from  NCIC  users  to  also  refrain  from  requesting  new  NCIC 
files  and  requirements.  The  FBI  rarely  initiates  changes  to  NCIC.  Almost  all 
changes  to  the  system  result  from  user  requests,  via  the  Criminal  Justice  Informa- 
tion Services  Advisory  Policy  Board,  or  as  a  result  of  legislation  passed  by  Congress. 

Question.  As  of  May  10,  1996,  the  Integrated  Automated  Fingerprint  Identifica- 
tion System  (IAFIS)  project  is  2  years  behind  schedule  and  roughly  $120  million 
over  budget.  We  have  already  spent  over  $300  million  on  the  development  of  this 
system.  In  the  fiscal  year  1996  bill,  the  Committee  reiterated  its  concern  that  inad- 
equate attention  had  been  paid  to  integration  and  instituted  quarterly  reports  on 
the  status  of  the  project.  While  it  appears  that  progress  has  been  made  in  the  past 
year  to  cope  with  that  integration  problem,  we  will  not  know  for  sure  until  renegoti- 
ations of  several  key  contracts  are  completed.  Given  our  timetable  for  action  this 
year,  do  not  wait  for  the  next  quarterly  report  to  provide  the  committee  the  FBI's 
best  estimate  of  the  cost  and  timetable  for  completion  of  this  project. 

Answer.  The  FBI  will  provide  its  best  estimate  of  the  cost  and  timetable  for  com- 
pletion of  the  IAFIS  project  when  this  information  is  available. 

Question.  The  Communications  Assistance  for  Law  Enforcement  Act  of  1994 
(CALEA)  authorizes  payments  of  up  to  $500  million  from  the  FBI  to  telecommuni- 
cations carriers  to  help  cover  the  cost  of  compliance  with  the  new  requirements.  The 
funds  provided  for  carrier  reimbursement  would  only  be  used  to  pay  the  direct  cost 
of  modifying  existing  equipment  to  enable  the  FBI  to  conduct  court-approved  (Title 
III)  wiretaps.  In  the  future,  industry  will  be  required  to  build  these  capabilities  into 
their  equipment.  When  the  FBI  released  their  initial  draft  capacity  notice  for  com- 
ment last  year,  industry  estimates  of  the  cost  of  compliance  ranged  as  high  as  $1.8 
billion.  Given  the  FBI's  poor  track  record  on  managing  high-tech  contracts,  what 
steps  are  you  taking  to  ensure  that  if  this  plan  goes  forward,  taxpayer  money  will 
be  wisely  spent? 

Answer.  To  ensure  that  the  CALEA  implementation  requirements  are  effectively 
and  efficiently  carried  out  in  a  timely  manner,  the  FBI  has  put  together  a  team  of 
engineers,  industry  experts,  accountants,  auditors,  and  contract  specialists.  The  FBI 
has  submitted  a  reprogramming  request  to  the  Committee  for  approval  to  establish 
the  Telecommunications  Industry  Liaison  Unit  and  the  Telecommunications  Con- 
tract and  Audit  Unit  that  will  serve  as  the  nucleus  of  this  team. 

Although  technical  requirements  were  established  in  the  legislation,  the  FBI,  in 
conjunction  with  other  Federal,  state  and  local  law  enforcement,  has  further  clari- 
fied the  electronic  surveillance  requirements.  The  telecommunications  industry,  in 
consultation  with  law  enforcement,  is  establishing  industry-wide  standards  for 
CALEA  requirements,  which  can  be  met  by  designing  access  to  existing  technologies 
and  do  not  require  the  development  of  new  technologies.  The  established  technical 
requirements  together  with  industry-wide  standards  enable  the  most  efficient  and 
lowest  risk  solutions. 

Additionally,  carrier  reimbursements  will  be  based  on  prioritization  of  specific  em- 
bedded base  equipment  types  and  the  geographic  areas  of  greatest  priority  to  law 
enforcement. 

Finally,  unlike  government-directed  research  and  development  efforts,  CALEA  re- 
quires the  telecommunications  industry;  not  the  Government,  to  develop  and  imple- 
ment the  technical  solutions  necessary  to  overcome  the  current  impediments  within 
a  telecommunications  carrier's  network  that  currently  prevent  law  enforcement  from 
carrying  out  court-authorized  electronic  surveillance. 

The  FBI  believes  the  above  actions  will  mitigate  the  risks  in  developing  CALEA 
solutions. 

Question.  As  you  indicated  in  your  oral  testimony,  this  issue  has  a  broader  reach 
than  law  enforcement.  There  is  a  national  security  (particularly  intelligence-gather- 
ing) interest  as  well.  Are  you  working  with  other  agencies  to  secure  a  firm  financial 
commitment  to  this  project? 

Answer.  Yes.  In  addition  to  the  statutory  authority  enacted  in  1968  by  Congress 
that  allows  for  the  use  of  court-ordered  electronic  surveillance  by  Federal  law  en- 
forcement officers  in  Federal  criminal  investigations,  Congress  enacted  in  1978  addi- 
tional statutory  authority  that  allows  for  the  use  of  court-ordered  electronic  surveil- 
lance in  matters  related  to  national  security  and  foreign  counterintelligence  inves- 
tigations. Technological  impediments  are  adversely  affecting  all  forms  of  court-or- 
dered electronic  surveillance  (Federal  criminal,  state  and  local  criminal,  and  na- 
tional security/foreign  counterintelligence). 

The  Administration's  proposed  1997  Intelligence  Authorization  Act  includes  an 
amendment  to  the  CALEA  that  would  provide  Intelligence  Community  agencies,  as 
well  as  other  Federal  law  enforcement  agencies,  with  the  necessary  authority  to 
transfer  funds  to  the  FBI.  These  funds  would  be  used  for  the  sole  purpose  of  reim- 
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bursing  telecommunications  carriers  for  those  direct  costs  associated  with  the  devel- 
opment and  implementation  of  solutions  to  current  technological  impediments  to 
court-ordered  electronic  surveillance,  as  authorized  in  section  109  of  CALEA. 

ANTITERRORISM 

Question.  Last  year  in  the  wake  of  the  Oklahoma  City  bombing,  the  Committee 
provided  more  than  $100  million  to  support  counterterrorism  efforts  within  the  Jus- 
tice Department.  What  is  the  status  of  the  new  Counterterrorism  Center?  We  pro- 
vided funds  for  121  counterterrorism  agents  in  1996.  Have  they  been  brought  on 
board  yet? 

Answer.  Presidential  Decision  Directive  (PDD)  39,  which  President  Clinton  signed 
on  June  20,  1995,  directed  the  FBI  to  establish  a  Counterterrorism  Center  for  the 
purpose  of  placing  the  FBI,  and  therefore,  the  Federal  Government,  in  a  stronger 
position  to  deploy  its  resources  in  the  most  effective  manner  possible  to  counter 
threats  of  terrorism  in  the  United  States  and  abroad.  The  Counterterrorism  Center 
will  be  an  interagency  endeavor  which  will  expand  the  FBI's  real-time  operational 
and  analytical  capability  which,  in  turn,  will  provide  the  FBI  with  an  enhanced  abil- 
ity to  prevent  acts  of  terrorism. 

Appropriate  U.S.  Government  agencies  will  assist  in  this  endeavor  by  providing 
terrorist-related  information  to  the  FBI.  Each  organization  will  provide  information 
obtained  during  normal  law  enforcement  or  intelligence  duties,  which  is  in  compli- 
ance with  its  own  appropriate  policies,  procedures,  and  U.S.  laws.  Approximately  71 
individuals  from  outside  agencies  will  be  detailed  to  the  FBI's  Counterterrorism 
Center  at  all  times.  The  FBI  expects  other  agency  personnel  to  begin  reporting  to 
the  Counterterrorism  Center  in  June  1996. 

With  regard  to  the  121  counterterrorism  agent  positions  provided  to  the  FBI's  Do- 
mestic Terrorism  Program  in  1996,  these  agents  are  on  board  and  are  involved  in 
counterterrorism  investigations.  Even  with  the  addition  of  these  121  additional 
agents,  the  FBI  is  still  devoting  more  resources  to  domestic  terrorism  matters  than 
are  funded  in  1996. 

Question.  What  impact  will  enactment  of  the  Antiterrorism  and  Effective  Death 
Penalty  Act  of  1996  have  on  FBI  operations?  Were  these  added  requirements  as- 
sumed in  your  1997  request? 

Answer.  The  Antiterrorism  and  Effective  Death  Penalty  Act  of  1996  does  not  pro- 
vide the  FBI  with  any  additional  counterterrorism  jurisdiction.  However,  the  Act 
does  expand  the  FBI's  existing  counterterrorism  authority  in  some  areas.  For  exam- 
ple, the  Act  expands  the  FBI's  jurisdiction  over  a  number  of  criminal  offenses  relat- 
ed to  terrorism,  a  circumstance  which  will  inevitably  lead  to  an  increase  in  inves- 
tigative activities. 

The  Act  also  provided  the  FBI  with  the  authority  to  establish  a  Federal  DNA 
Database  of  persons  convicted  in  Federal  court  and  in  the  courts  of  the  District  of 
Columbia. 

Finally,  the  Act  includes  authorizations  for  the  appropriation  of  nearly  one-half 
billion  between  1997  and  2000  for  FBI  counterterrorism  and  other  activities. 

The  FBI's  1997  budget  request,  which  includes  a  proposal  for  108  additional 
agents  for  the  FBI's  Counterterrorism  Program,  was  formulated  prior  to  the  enact- 
ment of  the  Antiterrorism  and  Effective  Death  Penalty  Act  of  1996.  Therefore,  the 
1997  budget  does  not  include  any  resources  directly  associated  with  the  Act. 

INFRASTRUCTURE  IMPROVEMENTS 

Question.  Last  year,  the  Senate-passed  bill  provided  more  tactical  operations,  lab- 
oratory equipment,  aviation  support,  automation  equipment  and  services,  than  was 
eventually  agreed  to  in  conference.  What  are  your  greatest  infrastructure  needs  for 
1997?  I  would  like  you  to  provide  us  with  a  prioritized  list  of  the  infrastructure  en- 
hancement in  the  1997  request.  To  get  a  better  understanding  of  your  long-term  in- 
frastructure needs,  I  would  like  you  to  provide  the  Committee  with  a  prioritized  list 
of  your  infrastructure  needs  assuming  that  there  were  no  budgetary  constraints. 

Answer.  Following  is  a  priority  ranking  of  all  program  increases  that  are  proposed 
in  the  FBI's  1997  budget  request.  Items  marked  with  an  asterisk  (*)  are  considered 
infrastructure-related: 

Rank  Item  Amount 

1  Telephone  carrier  compliance $100,000,000 

2*  Federal  wireless  communications  5,725,000 

3  Southwest  Border  investigations 11,439,000 
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Rank  Item  Amount 

4*  Contract  translators  2,850,000 

5*  Security  reinvestigations  8,000,000 

6  International  training  4,660,000 

7  Counterterrorism  investigations  18,276,000 

8  Legal  Attache  expansion  1,172,000 

9  NCIC  2000  file  enhancements  8,250,000 

10*  Investigative  case  funds  5,000,000 

11*  Background  investigations  contracts  4,138,000 

12*  Safe  Streets  Task  Forces 2,867,000 

13*  Field  electronics  technicians 11,511,000 

14*  Replacement  automobiles  8,334,000 

15*  Renovations  to  FBI  Headquarters 10,500,000 

16  National  Instant  Check  System  20,240,000 

17*  FOIPA/Declassification  3,327,000 

18  Telemarketing  fraud  (SCAMS)  1,500,000 

With  regard  to  overall  infrastructure  requirements,  without  regard  to  budgetary 
limitations,  there  are  several  areas  that  are  of  concern  and  which  are  in  need  of 
improvement  or  correction  if  additional  resources  were  available. 

FBI  Laboratory. — Completion  of  the  new  FBI  Laboratory  facilities  is  a  priority.  A 
site  has  been  selected  at  the  FBI  Academy  in  Quantico,  Virginia. 

Funding  is  also  required  to  implement  the  Federal  DNA  Database  authorized  by 
the  Antiterrorism  and  Effective  Death  Penalty  Act  of  1996  and  to  establish  a  haz- 
ardous materials  and  chemical/biological/nuclear  materials  response  capability. 

FBI  Academy  capacity. — Training  is  expected  to  remain  a  critical  area  due  to  the 
large  influx  of  new  agents  hired  in  1995  and  1996,  and  the  need  to  provide  special- 
ized in-service  and  advanced  training  to  all  agents.  Demand  for  state  and  local 
training  is  also  greater  than  the  capacity  of  the  FBI  Academy.  The  introduction  of 
new  investigative  and  forensic  techniques  and  technologies  requires  capacity  to 
train  state  and  local  law  enforcement  and  laboratory  personnel.  Additional  training 
capacity  is  necessary  to  address  these  needs. 

Additional  funding  could  be  used  for  construction  of  a  Firearms  Range  at  the  FBI 
Academy  that  would  include  classrooms,  locker  rooms,  gun  vault,  indoor  range,  and 
related  capacities.  Other  FBI  Academy  projects  include  additional  dormitory  space, 
gymnasium/weight  room/locker  room  expansion,  Practical  Problems  Training  Center 
expansion,  food  service  facility  improvements,  and  library  improvements. 

Automation  and  information  sharing. — Many  FBI  field  agents,  analysts,  and  sup- 
port staff  lack  the  necessary  computer  workstations  and  information-sharing  capa- 
bilities to  make  the  maximum  use  of  information  collected  during  investigations. 
The  FBI  is  developing  a  five-year  Information  Sharing  plan  to  remedy  this  situation. 
There  is  also  a  need  to  improve  communications  network  capacities  to  support  the 
transfer  of  images,  electronic  files,  and  growing  transaction  levels. 

The  FBI  also  requires  additional  computer  specialists  for  field  offices  to  install, 
maintain,  and  trouble-shoot  computer  workstations  and  communications  networks. 

Operational  requirements. — Funding  required  to  support  investigative  and  na- 
tional security  operations  is  projected  to  increase.  This  funding  is  needed  for  pay- 
ments to  informants  and  assets,  conduct  undercover  operations,  purchase  drug  evi- 
dence, operate  Special  Operations  Groups,  support  joint  task  force  operations,  and 
facilitate  investigative  travel. 

Technical  Support  Center. — The  FBI  has  previously  identified  a  requirement  to  es- 
tablish a  capability  to  address  the  problem  of  encryption. 

Replacement  of  obsolete  technical  equipment  used  to  support  investigative  oper- 
ations.— Agents,  surveillance  specialists,  and  other  investigative  personnel  are  using 
obsolete  or  exceed  normal  life  cycle  replacement  equipment.  This  includes:  closed 
circuit  television  equipment,  day  and  night  vision  equipment,  remote  surveillance 
systems,  specialized  surveillance  vehicles  and  platforms,  and  specialized  radio  com- 
munications equipment. 

The  FBI  also  requires  additional  field  electronics  technicians  to  install,  maintain, 
and  repair  technical  investigative  equipment.  These  technicians  are  also  used  to 
provide  direct  operational  support  during  investigations.  Without  these  technicians, 
equipment  failure  could  jeopardize  investigations  and  the  safety  of  agents  and  oth- 
ers. 

Replacement  of  existing  land  mobile  radio  system  with  next- generation  wireless 
communications  system. — The  FBI  anticipates  replacing  its  existing  radio  commu- 
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nications  systems  in  the  future  due  to  mandates  to  achieve  more  efficient  spectrum 
use  and  the  normal  life  cycle  replacement  of  its  present  land  mobile  radio  system. 

During  the  interim,  there  is  a  need  to  implement  some  upgrades  to  the  existing 
radio  system  to  improve  functionality,  reduce  range  loss,  and  enhance  operations  ca- 
pabilities. 

Physical  security  of  FBI  employees  and  work  sites. — There  is  a  near- term  need  to 
improve  the  physical  security  of  FBI  work  sites,  to  include  the  acquisition  of 
magnetometers,  x-ray  equipment,  vehicle  barriers,  shatter-resistant  window  film, 
closed  circuit  television,  access  control  systems,  and  contract  guard  services  where 
necessary. 

Replacement  of  aircraft. — The  FBI  needs  to  begin  an  extensive  overhaul  of  the 
fixed  and  rotary  wing  aircraft  used  for  investigative  purposes,  including  replacement 
of  a  NIGHTSTALKER  surveillance  aircraft,  replacement  of  helicopters,  and  replace- 
ment of  other  fixed  wing  aircraft. 

CONSTRUCTION 

Question.  The  FBI  laboratory  is  critically  needed.  Last  year,  we  provided  over  $57 
million  to  begin  planning  and  design  work  for  a  new  lab  and  fund  the  initial  phase 
of  construction.  Has  the  FBI  settled  on  a  site  for  this  facility?  If  not,  why  not,  and 
when  do  we  expect  to  make  a  decision? 

Answer.  In  early  June  1996,  the  FBI  selected  a  specific  site  for  the  new  FBI  Lab- 
oratory complex  on  the  grounds  of  the  FBI  Academy  in  Quantico,  Virginia.  Site  se- 
lection was  completed  after  reviewing  site  evaluations  of  potential  FBI  Academy 
parcels  by  the  architectural  and  engineering  firm  of  Einhorn,  Yaffee  and  Prescott 
(EYP).  The  site  selected  is  on  vacant  land  already  provided  by  the  United  States 
Marine  Corps  to  the  FBI  and  is  bounded  by  the  Practical  Problems  Training  Course 
(Hogan's  Alley),  the  Tactical  Emergency  Vehicle  Operators  Course,  and  Hoover 
Road. 

The  FBI  is  evaluating  responses  to  its  March  1996,  Commerce  Business  Daily  so- 
licitation for  architectural  and  engineering  services  for  the  design  of  the  new  FBI 
Laboratory  complex.  Selection  of  the  architectural  and  engineering  firm  and  contract 
award  for  design  and  related  activities  is  expected  to  be  completed  by  late  August 
or  early  September  1996. 

Question.  What  do  you  view  as  the  greatest  need  at  the  FBI  Academy  at 
Quantico? 

Answer.  The  greatest  need  at  the  FBI  Academy  is  for  increased  capacity  to  pro- 
vide basic  and  advanced  training  to  the  FBI,  Drug  Enforcement  Administration,  and 
state  and  local  law  enforcement.  At  the  present  time,  the  demand  for  training  serv- 
ices exceeds  capacity.  Consequently,  both  the  FBI  and  DEA  must  conduct  advanced 
and  in-service  training  at  regional  sites.  As  a  result  of  aggressive  hiring  efforts  that 
resumed  in  1995  and  1996,  approximately  17  percent  of  the  on-board  FBI  agents 
in  1998  will  have  two  or  fewer  years  experience  as  investigators.  These  agents  will 
require  advanced  training  to  develop  areas  of  specialization.  The  priority  afforded 
to  hiring  new  agents  is  also  resulting  in  the  deferral  of  most  in-service  training  for 
experienced  agents.  It  is  not  uncommon  for  state  and  local  police  officers  to  wait  be- 
tween 7  and  10  years  before  being  accepted  for  a  FBI  National  Academy  session. 
Forensics  laboratory  personnel  must  be  trained  in  new  technologies  and  examina- 
tion techniques,  such  as  DNA  examinations,  so  they  can  maintain  their  credentials 
as  expert  witnesses  and  meet  quality  assurance  standards. 

An  increase  in  capacity  at  the  FBI  Academy  would  also  require  upgrading  existing 
physical  structures  and  providing  enhanced  structures  to  accommodate  additional 
students.  Many  basic  and  advanced  training  classes  require  the  use  of  firearms 
ranges,  the  gymnasium,  and  Practical  Problems  Training  Course.  These  facilities 
currently  operate  at  maximum  capacity  and  would  require  expansion  to  accommo- 
date increased  student  capacity.  Additionally,  food  services  and  library  facilities 
would  also  need  to  be  upgraded. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

FBI  PRESENCE  IN  NEW  MEXICO 

Question.  I  am  concerned  about  drug  and  gang  related  crime  and  violence  in  my 
home  State  of  New  Mexico. 

What  are  the  FBI's  three  biggest  law  enforcement  priorities  in  New  Mexico? 

Answer.  The  top  three  law  enforcement  program  priorities  for  the  FBI's  Albuquer- 
que field  office  are:  Violent  Crime,  Organized  Crime/Drugs,  and  White  Collar  Crime. 
Within  these  priorities,  gang  violence,  Mexican  Drug  Trafficking  Organizations,  and 
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health  care  fraud  involving  government  programs  are  currently  the  top  investigative 
priorities. 

Question.  Does  the  FBI  work  together  with  state  and  local  law  enforcement  offi- 
cials in  New  Mexico  to  combat  gang  violence?  How? 

Answer.  Yes.  The  FBI  is  working  together  with  New  Mexico  State  and  local  law 
enforcement  and  other  Federal  law  enforcement  to  address  gang  violence.  For  exam- 
ple, the  New  Mexico  Violent  Gang  Task  Force  is  composed  of  representatives  from 
six  agencies:  the  FBI;  the  Bureau  of  Alcohol,  Tobacco  and  Firearms;  New  Mexico 
State  Police;  Bernalillo  County  Sheriffs  Office;  Albuquerque  Police  Department;  and 
the  United  States  Attorneys  Office  for  the  District  of  New  Mexico.  This  task  force 
is  aggressively  targeting  gang-related  violence. 

Question.  How  many  FBI  agents  are  currently  stationed  in  New  Mexico?  Will  the 
State  receive  additional  agents  in  the  coming  year? 

Answer.  Currently,  there  are  71  special  agents  assigned  to  the  FBI  field  office  in 
Albuquerque.  These  agents  are  located  in  the  headquarters  city  office  and  five  Resi- 
dent Agencies  located  throughout  New  Mexico.  The  1997  budget  request  would  allow 
the  FBI  to  assign  76  special  agents  to  New  Mexico. 

Question.  What  efforts  has  the  FBI  undertaken  to  reduce  the  flow  of  illegal  drugs 
from  Mexico  to  New  Mexico?  How  many  Mexican  drug  cartel  leaders  responsible  for 
drug  flow  into  New  Mexico  have  been  indicted  in  the  U.S.? 

Answer.  The  FBI's  Albuquerque  field  office  is  an  integral  partner  in  the  South- 
west Border  Project,  a  joint  FBI/Drug  Enforcement  Administration/United  States 
Attorneys  initiative  targeting  Mexican  drug  trafficking  and  transportation  organiza- 
tions. An  important  aspect  of  the  project  involves  the  collection,  organization  and 
analysis  of  drug-related  criminal  intelligence  which  is  used  to  identify  and  prioritize 
investigations.  Twenty-four  of  the  FBI  agents  assigned  to  the  FBI  field  office  in  Al- 
buquerque are  assigned  to  drug  investigations.  Because  of  the  interrelationship  of 
operations  among  major  Mexican  drug  trafficking  and  transportation  organizations, 
their  activities  affect  virtually  all  U.S.  Southwest  Border  states,  including  New  Mex- 
ico. One  of  the  four  major  drug  cartel  leaders,  FBI  'Top-Ten"  fugitive  Juan  Garcia 
Abrego,  was  arrested  by  Mexican  authorities  in  January  1996,  and  extradited  to  the 
United  States  for  trial. 

What  is  the  status  of  our  extradition  requests  with  Mexico  to  return  these  individ- 
uals to  the  U.S.  for  trial? 

Answer.  It  is  a  top  priority  of  the  Justice  Department  that  major  traffickers  who 
are  responsible  for  the  flow  of  illegal  drugs  from  Mexico  to  New  Mexico  and  else- 
where in  the  United  States  are  brought  to  justice.  Whenever  attainable,  we  vigor- 
ously pursue  their  extradition  to  the  United  States.  Moreover,  we  are  continually 
working  with  our  Mexican  counterparts  to  improve  existing  mechanisms  for  the  re- 
turn of  such  fugitives,  whether  by  extradition  or  other  legal  means.  As  a  result,  for 
example,  in  January  1996,  Mexican  Federation  leader  Juan  Garcia-Abrego  was  ar- 
rested by  Mexican  authorities  and  expelled  to  the  United  States. 

With  respect  to  Amado  Carrillo-Fuentes,  we  have  started  the  extradition  process 
by  requesting  a  provisional  arrest  warrant  from  Mexican  authorities.  As  to  the  other 
individuals,  we  cannot  comment  on  extradition.  However,  we  note  that  Joaquin 
Guzman  Loera  is  currently  in  prison  in  Mexico.  In  addition,  although  not  mentioned 
above,  William  Brian  Martin,  another  major  trafficker  along  the  U.S. -Mexico  border, 
is  in  Mexican  custody  having  recently  been  found  extraditable  to  the  United  States. 
Martin  is  wanted  to  stand  trial  in  the  District  of  Arizona  on  continuing  criminal  en- 
terprise, drug  conspiracy,  and  money  laundering  charges.  Since  December  1989, 
Martin  allegedly  directed  the  importation  of  at  least  38,000  pounds  of  marijuana 
and  2,600  pounds  of  cocaine  into  the  United  States.  Cash  proceeds  of  $19,000,000 
have  been  directly  tied  to  Martin's  organization.  Martin's  actual  transfer  to  this 
country  has  been  temporarily  stalled  until  he  exhausts  his  appeals  in  Mexico. 

Significant  pending  cases  against  Mexican  traffickers 

Juan  Garcia  Abrego. — Juan  Garcia  Abrego  was  indicted  with  seven  others  in  case 
H-93-167-3S  in  the  Southern  District  of  Texas.  The  indictment  charges  Garcia 
Abrego  with  engaging  in  a  continuing  criminal  enterprise  (CCE)  from  January  1980 
to  on  or  about  January  14,  1996,  in  violation  of  21  U.S.C.  848.  The  indictment  fur- 
ther charges  Garcia  Abrego  with  conspiracy  to  possess  with  intent  to  distribute  co- 
caine and  marijuana  and  conspiracy  to  import  the  same,  in  violation  of  21  U.S.C. 
846  and  963,  as  well  as  a  money  laundering  conspiracy,  in  violation  of  18  U.S.C. 
1956(h).  In  addition,  the  indictment  charges  Garcia  Abrego  with  ten  counts  of  aiding 
and  abetting  the  possession  of  cocaine  with  intent  to  distribute,  in  violation  of  18 
U.S.C.  2  and  1956  and  21  U.S.C.  841,  and  eight  substantive  money  laundering 
counts  in  violation  of  18  U.S.C.  2  and  1956.  The  forfeiture  allegation  includes 
$275,100,000  in  U.S.  currency  and  property. 
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The  total  amount  of  cocaine  alleged  is  over  13,000  kilograms,  and  the  total 
amount  of  laundered  money  alleged  is  over  $10,000,000. 

The  CCE  charge  carries  a  20-year  mandatory  minimum  sentence  and  a  statutory 
maximum  sentence  of  life  in  prison.  The  Guidelines  sentence  for  all  charges  would 
likely  be  imprisonment  for  360  months  to  life. 

The  Arellano-Felix  brothers 

Southern  District  of  California. — Benjamin  Arellano-Felix  was  indicted  in  case 
89-439-JLI  on  May  2,  1989,  for  the  importation,  possession,  and  distribution  of  co- 
caine and  marijuana,  along  with  23  other  defendants.  The  indictment  alleged  that 
Benjamin  Arellano-Felix  participated  in  an  organization  led  by  Jose  Leonardo 
Contreras  that  imported  thousands  of  pounds  of  marijuana  and  cocaine  from  Mexico 
between  1976  and  1989.  Specifically,  the  indictment  alleged  that  Arellano-Felix  was 
involved  in  the  importation  of  between  five  and  eight  tons  of  marijuana  in  1984  and 
1985. 

Arellano-Felix  faces  a  statutory  mandatory  minimum  sentence  of  ten  years  and 
a  maximum  of  life  in  prison. 

Francisco  Arellano-Felix  was  indicted  in  1980  for  the  possession  and  conspiracy 
to  possess  cocaine,  case  number  80-561-K.  Arellano-Felix  was  then  indicted  in  1986 
for  failing  to  appear  in  the  1980  case. 

Amado  Carrillo-Fuentes 

Southern  District  of  Florida. — Amado  Carrillo-Fuentes  is  indicted  in  case  88-685- 
CR-SM  along  with  Jaime  Herrera-Nevarez,  Sr.  and  Jaime  Herrera-Herrera,  Jr.  (fa- 
ther and  son).  The  indictment  charges  two  counts  of  conspiracy  to  import  controlled 
substances,  in  violation  of  21  U.S.C.  963.  The  counts  relate  to  the  planned  distribu- 
tion of  heroin  and  marijuana,  respectively,  for  importation  into  the  United  States 
between  January  and  August,  1987.  The  defendants  allegedly  planned  to  import  as 
much  as  400  kilograms  of  heroin  and  20,000  pounds  (approximately  9,000  kilo- 
grams) of  marijuana.  All  of  the  defendants  are  fugitives  from  this  indictment. 

A  ten-year  mandatory  minimum  sentence  would  apply  to  each  count  as  would  a 
maximum  sentence  of  life  in  prison.  The  Sentencing  Guidelines  are  not  applicable 
to  this  case  because  the  conduct  occurred  before  November  1,  1987. 

Northern  District  of  Texas. — The  indictment  in  case  3-93CR-332-G  charges 
Amado  Carrillo  and  five  co-defendants  with  conspiracy  to  distribute  more  than  five 
kilograms  of  cocaine  in  violation  of  21  U.S.C.  846.  The  indictment  alleges  that  the 
conspiracy  existed  from  the  summer  of  1991  to  September  20,  1993.  Carrillo  is  not 
charged  in  the  two  substantive  counts  which  relate  to  the  seizures  of  approximately 
30  kilograms  of  cocaine  on  two  occasions  in  August  1993. 

A  ten-year  mandatory  minimum  sentence  and  a  maximum  life  sentence  would 
apply  to  the  five  kilogram  quantity  of  cocaine  set  forth  in  the  conspiracy  count.  The 
Guidelines  sentence,  however,  could  be  higher  depending  upon  the  quantity  of  co- 
caine attributed  to  Carrillo  and  the  other  relevant  sentencing  factors. 

Miguel  Caro-Quintero 

District  of  Colorado. — A  second  superseding  indictment  in  case  90-CR-130 
charges  Miguel  Caro-Quintero  with  RICO  conspiracy  from  January  1983  through 
May  7,  1993,  in  violation  of  18  U.S.C.  1962(d),  and  a  substantive  RICO  count,  in 
violation  of  18  U.S.C.  1962(c).  In  addition,  the  indictment  charges  Caro-Quintero 
with  aiding  and  abetting  the  distribution  and  possession  with  intent  to  distribute 
of  at  least  100  kilograms  of  marijuana  on  5  occasions,  in  violation  of  18  U.S.C.  2 
and  21  U.S.C.  841.  The  aggregate  quantity  of  marijuana  alleged  in  these  counts  is 
approximately  4,600  pounds  (approximately  2,100  kilograms).  The  acts  of  racketeer- 
ing set  forth  in  the  RICO  counts  attribute  an  additional  4,200  pounds  (approxi- 
mately 1,900  kilograms)  of  marijuana  to  Caro-Quintero. 

The  RICO  counts  carry  a  statutory  maximum  sentence  of  20  years.  If  the  Guide- 
lines sentence  for  the  RICO  counts  encompasses  the  approximately  4,000  kilograms 
of  marijuana  involved  in  the  underlying  trafficking  activity  and  includes  no  adjust- 
ments, that  sentence  would  be  151-188  months  (about  12 Vi  years).  The  substantive 
Title  21  charges  each  carry  a  5-year  mandatory  minimum  sentence.  The  Guidelines 
sentence  would  depend  on  the  aggregate  quantities  involved  in  the  specific  counts 
of  conviction. 

District  of  Arizona  1988  Indictment— The  indictment  in  case  CR88-256-TUC 
charges  Miguel  Caro-Quintero  and  two  others  with  engaging  in  a  continuing  crimi- 
nal enterprise  (CCE)  from  1982  until  June  18,  1986,  in  violation  of  21  U.S.C.  848. 
In  addition,  the  indictment  charges  Caro-Quintero  and  several  others  with  conspir- 
acy to  import  marijuana  in  the  same  time  period,  in  violation  of  21  U.S.C.  963,  and 
charges  Caro-Quintero  with  seven  substantive  counts  of  aiding  and  abetting  the  im- 
portation of  marijuana,  in  violation  of  18  U.S.C.  2  and  21  U.S.C.  952.  The  aggregate 
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quantity  of  marijuana  involved  is  approximately  7,295  pounds  (approximately  3,300 
kilograms). 

The  CCE  count  carries  a  mandatory  minimum  sentence  of  10  years,  and  a  maxi- 
mum sentence  of  life,  in  prison.  This  is  a  pre-Guidelines  case.  The  conspiracy  count 
carries  a  sentence  of  0-15  years.  The  substantive  counts  carry  sentences  of  0-5 
years  or  0-15  years  depending  upon  the  date  of  importation. 

Joaquin  Guzman-Loera 

Middle  District  of  Pennsylvania. — The  superseding  indictment  in  case  l:CR-90- 
013  charges  Joaquin  Guzman-Fernandez  (subsequently  identified  from  a  picture  as 
Guzman-Loera)  and  others  with  a  money  laundering  conspiracy  and  a  conspiracy  to 
import  heroin,  in  violation  of  18  U.S.C.  371  and  21  U.S.C.  963,  respectively.  The 
conspiracy,  which  extended  from  April  1987  to  June  29,  1989,  involved  negotiations 
to  import  1,000  to  2,000  kilograms  of  heroin  from  Thailand  to  the  United  States  via 
Mexico  and  the  planned  test  importation  of  100  kilograms  of  heroin  and  3,000  kilo- 
grams of  marijuana.  Five  units  of  heroin  (approximately  3.3  kilograms)  and  several 
tons  of  marijuana  destined  for  the  U.S.  were  seized  in  Thailand  in  June  1989. 

A  mandatory  minimum  ten-year  sentence  and  maximum  sentence  of  life  in  prison 
would  apply  to  trafficking  in  the  quantities  of  both  heroin  and  marijuana  seized. 
The  Guidelines  sentence  would  be  at  least  151-188  months  in  prison  based  on  the 
quantity  of  drugs  seized.  The  maximum  prison  sentence  for  the  money  laundering 
conspiracy  is  five  years. 

District  of  Arizona. — The  superseding  indictment  in  case  CR-91-446-TUC-RMB 
charges  Joaquin  Guzman  and  others  with  conspiracy  to  import  cocaine,  in  violation 
of  21  U.S.C.  963,  and  conspiracy  to  possess  marijuana  and  cocaine  with  intent  to 
distribute,  in  violation  of  21  U.S.C.  846.  The  indictment  alleges  that  the  conspiracies 
extended  from  October  19,  1987  to  May  18,  1990.  The  indictment  further  charges 
Guzman  with  one  substantive  money  laundering  count  and  18  substantive  drug 
counts  in  violation  of  18  U.S.C.  2  and  1956,  and  21  U.S.C.  841  and  952.  The  sub- 
stantive counts  involved  approximately  eight  tons  of  cocaine  (over  7,000  kilograms). 

The  quantity  of  cocaine  would  result  in  a  mandatory  minimum  10-year  prison  sen- 
tence and  a  maximum  sentence  of  life.  The  Guidelines  sentence  would  be  at  least 
235-293  months  based  on  the  quantity  of  cocaine  alone. 

Southern  District  of  California. — The  third  superseding  indictment  in  case  95- 
0973-B  charges  Joaquin  Guzman-Loera  and  numerous  others  with  conspiracy  to 
possess  cocaine  with  intent  to  distribute,  in  violation  of  21  U.S.C.  846,  from  a  time 
unknown  through  June  23,  1995.  In  April  1993,  Mexican  authorities  seized  over  7 
tons  of  cocaine  from  a  Tecate,  Mexico.  The  indictment  further  alleges  that  Guzman 
directed  a  drug  transportation  organization  until  his  arrest  in  Mexico  City  in  June 
1993.  During  this  time,  Guzman  and  others  arranged  the  transportation  of  cocaine 
from  Colombia,  through  Mexico,  and  to  the  United  States.  They  set  up  numerous 
front  companies  to  facilitate  the  transportation  of  cocaine  and  money,  leased  ware- 
houses in  numerous  states  in  which  to  stash  the  cocaine,  bribed  public  officials  to 
secure  the  release  of  arrested  co-conspirators,  and  constructed  an  underground  tun- 
nel that  crossed  the  U.S. -Mexico  border  to  facilitate  the  importation  of  cocaine  into 
the  U.S. 

The  quantity  of  cocaine  would  result  in  a  mandatory  minimum  10-year  prison  sen- 
tence and  a  maximum  sentence  of  life.  The  Guidelines  sentence  would  be  at  least 
235-293  months  based  on  the  quantity  of  cocaine  alone. 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

AGENT  HIRING 

Question.  Director  Freeh,  the  FBI  is  now  successfully  hiring  and  training  agents 
at  Quantico — about  100  per  month.  However,  when  I  look  at  your  monthly  training 
intake  of  agents,  it  now  appears  that  you  are  adding  so  many  agents  that  you  will 
not  only  hit  your  1996  goal  of  10,258  agent  workyears,  but  you  will  reach  10,700 
agents.  So  that  would  include  all  the  additional  agents  requested  in  the  fiscal  year 
1997  budget.  In  other  words,  you  are  hiring  and  training  an  additional  400  plus 
agents  assuming  that  you  will  get  the  FBI's  full  budget  increase  of  $295  million  this 
year. 

Do  you  think  that  is  prudent? 

Answer.  Yes.  The  FBI  is  authorized  10,660  agent  positions  (10,258  FTE)  for  1996. 
The  President's  1997  budget  would  authorize  10,740  agent  positions  (10,608  FTE). 
The  FBI's  goal  is  to  hire  and  maintain  its  authorized  agent  staffing  level  throughout 
the  entire  fiscal  year.  If  it  appears  that  the  FBI  will  not  receive  the  additional  agent 
positions  requested  in  the  President's  1997  budget,  we  will  adjust  new  agent  classes 
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scheduled  for  the  last  quarter  of  1996  in  order  not  to  exceed  the  anticipated  author- 
ized levels. 

Question.  Aren't  you  getting  us  into  a  situation  like  the  Attorneys  were  in  last 
year — where  you  have  more  people  on  board  than  you  have  appropriations  to  pay? 

Answer.  No.  Based  upon  the  current  hiring  plan,  an  on-board  staff  of  10,701  spe- 
cial agents  is  anticipated  on  October  1,  1996.  The  1997  budget  request  to  Congress 
provides  for  a  funded  staffing  level  of  10,608  FTE,  which  is  93  workyears  fewer  than 
the  anticipated  on-board  staff  on  October  1,  1996,  and  443  more  than  the  1996  au- 
thorized workyears  of  10,258.  The  FBI's  hiring  plan  for  1997  proposes  hiring  of  32 
new  special  agents  each  month.  Additionally,  the  FBI  projects  444  special  agents  to 
separate  in  1997,  of  which  207  of  these  separations  would  occur  during  the  first  four 
months  of  the  fiscal  year.  These  planning  assumptions  allow  the  FBI  sufficient  flexi- 
bility to  adjust  its  hiring  and  staffing  plan  to  coincide  with  funding  availability. 

TERRORISM  FUNDING 

Question.  Your  budget  requests  an  increase  of  $18.3  million  and  108  agents  for 
counter-terrorism  programs. 

Director  Freeh,  in  the  recently  passed  Omnibus  Appropriations  bill,  Senator  Lau- 
tenberg  and  I  put  forth  an  amendment  to  provide  funding  for  the  FBI  to  combat 
Middle  Eastern  terrorist  groups  that  raise  funds  in  the  U.S.  In  conference,  we 
agreed  that  the  Attorney  General  should  take  $4  million  from  the  Counter-terrorism 
Fund  for  this  purpose. 

Now  Assistant  Attorney  General  Colgate  wrote  to  Chairman  Gregg  and  me  this 
week  saying  that  they  don't  intend  to  transfer  those  funds  to  you  because  of  the 
$235  million  in  FBI  anti-terrorism  funds  already  appropriated,  $207  million  remains 
unobligated. 

If  the  Assistant  Attorney  General  is  correct,  then  why  does  your  budget  require 
even  further  increases  in  1997? 

Answer.  The  increases  requested  in  1997  would  enhance  the  FBI's  international 
terrorism  investigative  efforts  whose  burgeoning  workload  has  rapidly  outpaced  lim- 
ited field  personnel  resources  over  the  past  several  years.  The  additional  agent  re- 
sources provided  in  1996  were  directed  at  domestic  terrorism  investigations.  We 
have  hired  all  of  the  new  agent  positions  provided  by  Congress  in  1996. 

Congress  also  provided  funding  for  several  large,  multi-year  projects  in  1996. 
Progress  is  being  made  with  respect  to  these  projects  and  obligations  will  continue 
to  increase  throughout  the  remainder  of  1996.  Many  of  these  projects  were  new  ini- 
tiatives in  1996,  rather  than  on-going.  The  series  of  continuing  resolutions  under 
which  we  operated  for  much  of  the  year  were  based  on  1995  funding  levels.  This 
precluded  the  FBI  from  obligating  funding  toward  new  initiatives  authorized  in  the 
1996  appropriation. 

PAYMENTS  TO  TELECOMMUNICATIONS  CARRIERS 

Question.  You  are  asking  for  a  $100  million  increase  to  reimburse  telecommuni- 
cations carriers  for  modifying  telephone  switches  and  equipment  so  that  law  en- 
forcement can  continue  to  perform  wiretaps  and  other  court-authorized  electronic 
surveillance.  Now,  I  know  that  the  Communications  Assistance  for  Law  Enforce- 
ment Act  authorizes  a  half-billion  for  these  payments,  but  I  have  a  real  concern 
about  this  proposal. 

Industry  hasn't  received  any  payments  but  is  already  saying  a  lot  more  than  $500 
million,  the  total  authorized,  is  needed.  How  confident  are  you  of  your  cost  esti- 
mates? What  benefits  would  law  enforcement  reap  from  partial  funding  of  this 
project? 

Answer.  The  FBI  believes  the  $500  million  cost  estimate  is  reasonable.  During  the 
debate  prior  to  the  enactment  of  the  Communications  Assistance  for  Law  Enforce- 
ment Act  (CALEA),  it  was  acknowledged  that  the  precise  costs  associated  with  the 
technical  solutions  to  be  developed  by  the  telecommunications  industry  to  modify 
those  non-compliant  systems  within  the  embedded  base  were  unavailable.  However, 
the  $500  million  that  Congress  authorized  was  considered  to  be  a  reasonable 
amount  to  reimburse  carriers  for  the  development  and  implementation  costs  for  in- 
corporating solutions  into  their  embedded  base  networks  to  correct  current  impedi- 
ments to  electronic  surveillance  in  those  areas  of  the  country  where  law  enforcement 
performs  a  majority  of  its  electronic  surveillance.  This  determination  was  made 
after  Congress  consulted  with  representatives  of  industry  and  law  enforcement. 
Congress  was  also  made  aware  of  the  fact  that  some  switch  manufacturers  had  al- 
ready developed  some  law  enforcement  surveillance  capabilities  for  a  few  specific 
switches. 
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The  Congress  set  the  $500  million  reimbursement  cap  to  ensure  and  encourage 
the  development  by  carriers  of  innovative  and  cost-effective  solutions,  to  encourage 
the  sharing  of  solutions  between  carriers,  to  eliminate  "gold  plating"  by  either  the 
carriers  or  Government,  and  to  ensure  prioritization  by  law  enforcement  regarding 
the  implementation  of  such  solutions  to  lessen  our  nation's  current  public  safety  and 
national  security  vulnerabilities. 

Law  enforcement  priorities  for  obligating  the  $500  million  are  based  on  a  number 
of  factors  which  include  embedded  base  equipment  life-cycles,  current  and  projected 
market  share  of  equipment  types,  equipment  features  currently  offered,  existing  so- 
lutions (if  any),  and  degree  of  historical  intercept  activity  associated  with  specific 
equipment  types.  An  FBI  analysis  of  these  factors  has  determined  that  $500  million 
can  address  the  embedded  base  equipment  that  is  utilized  in  geographic  areas 
where  approximately  93  percent  of  historical  intercept  activity  has  occurred.  The 
FBI  has  prepared  a  strategic  plan  to  reimburse  carriers  for  developing  and  deploy- 
ing CALEA  solutions  in  these  specific  geographic  areas. 

Funding  at  a  level  lower  than  $500  million  would  result  in  ever  increasing  in- 
stances where  Federal,  state,  and  local  law  enforcement  would  be  denied  the  use 
of  court-authorized  electronic  surveillance. 

Question.  The  FBI  has  experienced  major  management  problems  administering 
the  NCIC  2000  and  other  R&D  projects.  For  example,  with  NCIC  we  are  100  per- 
cent over  cost  and  100  percent  behind  schedule,  and  we  don't  know  if  the  project 
will  ever  work.  So  what  steps  are  you  taking  to  ensure  that  these  problems  do  not 
occur  again?  Do  you  have  confidence  that  the  FBI  has  the  technical  expertise  and 
management  skills  to  make  this  project  work  within  the  authorized  budget? 

Answer.  Yes.  To  ensure  that  the  CALEA  implementation  requirements  are  effec- 
tively and  efficiently  carried  out  in  a  timely  manner,  the  FBI  has  put  together  a 
team  of  engineers,  industry  experts,  accountants,  auditors,  and  contract  specialists. 
The  FBI  has  submitted  a  reprogramming  request  to  the  Committee  for  approval  to 
establish  the  Telecommunications  Industry  Liaison  Unit  and  the  Telecommuni- 
cations Contract  and  Audit  Unit  that  serve  as  the  nucleus  of  this  team. 

Although  technical  requirements  were  established  in  the  legislation,  the  FBI,  in 
conjunction  with  other  Federal,  state  and  local  law  enforcement,  has  further  clari- 
fied the  electronic  surveillance  requirements.  The  industry,  in  consultation  with  law 
enforcement,  is  establishing  industry-wide  standards  for  CALEA  requirements 
which  can  be  met  by  designing  access  to  existing  technologies  and  do  not  require 
the  development  of  new  technologies.  The  established  technical  requirements  to- 
gether with  industry-wide  standards  enable  the  most  efficient  and  lowest  risk  solu- 
tions. 

Additionally,  carrier  reimbursements  will  be  based  on  prioritization  of  specific  em- 
bedded base  equipment  types  and  the  geographic  areas  of  greatest  priority  to  law 
enforcement. 

Finally,  unlike  FBI  or  government-directed  research  and  development  efforts, 
CALEA  requires  the  telecommunications  industry,  not  the  Government,  to  develop 
and  implement  the  technical  solutions  necessary  to  overcome  the  current  impedi- 
ments within  a  telecommunications  carrier's  network  that  currently  prevent  law  en- 
forcement from  carrying  out  court-authorized  electronic  surveillance. 

The  FBI  believes  the  above  actions  will  mitigate  the  risks  in  developing  CALEA 
solutions. 

Question.  Last  year  the  budget  proposed  that  this  entire  program  should  be  fund- 
ed by  fines  rather  than  making  the  taxpayers  pay  the  phone  companies.  Why  was 
that  approach  abandoned  by  the  Administration? 

Answer.  In  the  President's  1996  budget,  the  Administration  proposed  a  surcharge 
on  civil  fines  and  penalties  to  offset  the  cost  of  carrier  reimbursements;  however, 
Congress  has  not  enacted  the  legislation  needed  to  authorize  the  surcharge.  The 
change  in  strategy  to  provide  direct  funding  for  this  initiative  was  a  response  to 
Congress  having  not  agreed  to  the  previously  proposed  surcharge. 

Question.  How  do  you  propose  we  come  up  with  $100  million  this  year  and  $400 
million  in  the  next  three  years?  You  realize  that  the  budget  resolution  calls  for  a 
freeze  on  law  enforcement  programs,  other  than  programs  in  the  Violent  Crime 
Trust  Fund,  don't  you? 

Answer.  The  present  strategy  of  the  Administration  is  to  seek  direct  funding  for 
telephone  carrier  compliance  payments.  Additionally,  the  Administration's  proposed 
1997  Intelligence  Authorization  legislation  includes  an  amendment  to  the  CALEA 
that  would  authorize  Intelligence  Community  and  other  Federal  law  enforcement 
agencies  to  transfer  funds  to  the  FBI  for  the  sole  purpose  of  providing  payments  to 
carriers. 
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MONTANA  FREEMEN 

Question.  What  is  the  situation  with  the  Montana  Freemen?  How  much  is  it  cost- 
ing the  FBI  to  maintain  your  current  posture  there?  My  understanding  is  that  you 
are  now  paying  agents  overtime,  is  that  correct? 

Answer.  On  March  25,  1996,  two  of  the  Freemen,  Leroy  Schweitzer  and  Daniel 
Petersen,  were  taken  into  custody  by  FBI  agents  pursuant  to  Federal  arrest  war- 
rants. Subsequently,  Ebert  Stanton  and  Agnes  Stanton  were  also  taken  into  custody 
pursuant  to  Federal  arrest  warrants.  On  June  13,  1996,  the  16  remaining  Freemen 
surrendered  to  FBI  agents. 

The  estimated  costs  of  the  FBI  involvement  in  the  Freemen  standoff  between 
March  23,  1996,  and  May  24,  1996,  are  as  follows: 

Personnel  Compensation  $2,778,537 

Extra  costs  incurred  for  per  diem,  equipment,  supplies,  and  other  mis- 
cellaneous costs  1,918,284 

Total  estimated  costs  $4,696,821 

The  FBI  recently  approved  a  policy  that  allows  payment  in  very  limited  cir- 
cumstances for  hours  of  scheduled  overtime  worked  by  agent  personnel  that  are  in 
addition  to  hours  of  unscheduled  work  compensated  by  Availability  Pay.  Agents  who 
are  members  of  the  Senior  Executive  Service  are  not  eligible  to  receive  overtime 
payments.  Also,  earnings  composed  of  basic  pay  plus  premium  pay  (Availability  Pay, 
scheduled  overtime,  night  differential,  and  Sunday  and  Holiday  Pay)  are  limited  to 
the  bi-weekly  limitation  on  premium  pay  which,  for  agents,  is  the  lesser  of  150  per- 
cent of  the  rate  for  a  GS-15,  Step  1,  or  the  rate  of  Executive  Level  V  (currently 
$108,200). 

NEW  FBI  LABORATORY 

Question.  Last  year  Congress  provided  the  FBI  with  $57.1  million  for  the  design 
and  initial  construction  of  an  FBI  Laboratory  at  Fort  Belvoir.  The  total  cost  will  be 
about  $150  million. 

My  understanding  is  that  Fort  Belvoir  fell  through  and  you  intend  to  put  the 
buildings  at  the  FBI  complex  at  Quantico.  But,  then  the  DEA  said,  "Wait,  you  are 
trying  to  build  that  laboratory  on  a  site  where  we  want  to  build  a  new  DEA  training 
center." 

In  response  to  the  Vice  President's  proposal  to  merge  DEA  into  the  FBI,  Attorney 
General  Reno  created  the  position  of  Director  of  Investigative  Agencies  Policy,  the 
"DIAP,"  and  appointed  you  to  stop  duplication,  redundancy  and  turf  battles  between 
our  Federal  law  enforcement  agencies. 

So  if  this  is  the  case,  what  is  more  important,  the  new  FBI  laboratory  or  the  new 
DEA  training  facility? 

The  DEA  training  center  is  not  in  the  President's  budget  request. 

Answer.  The  construction  of  the  new  FBI  laboratory  complex  is  important  to  law 
enforcement.  Expansion  of  the  training  capacity  at  the  FBI  Academy,  through  the 
addition  of  beds,  classrooms,  offices  and  other  training  support  facilities,  is  also  im- 
portant to  the  FBI,  DEA,  and  state  and  local  law  enforcement.  In  view  of  the  limited 
resources  available  for  all  of  law  enforcement,  it  is  my  assessment,  as  Director  of 
Investigative  Agency  Policies,  that  the  construction  of  the  new  FBI  Laboratory  is 
clearly  more  critical  to  state  and  local  law  enforcement  than  a  new  DEA  training 
center. 

The  FBI  Laboratory  is  crucial  to  the  United  States'  criminal  justice  system.  As 
the  only  Federal  forensic  facility  of  its  type,  the  FBI  Laboratory  provides  critical  as- 
sistance to  state  and  local  law  enforcement  organizations.  This  assistance  enhances 
state  and  local  prosecutors'  abilities  to  put  criminals  behind  bars.  There  are  other 
specialized  laboratories,  but  there  are  no  other  full-service  Federal  forensic  facilities. 
Construction  of  a  new  FBI  Laboratory  is  needed  to  correct  existing  safety  and  envi- 
ronmental problems,  to  reduce  space  shortages  and  to  permit  the  integration  of  new 
forensic  technologies  and  techniques  that  cannot  be  accommodated  in  the  present 
site.  I  believe  this  facility  will  enable  the  FBI  to  satisfy  more  of  the  requests  for 
forensics  assistance  we  receive  than  is  possible  under  current  circumstances. 

The  FBI  Academy  has  and  will  accommodate  all  new  agent  training  for  both  FBI 
and  DEA.  However,  both  FBI  and  DEA  have  identified  training  requirements  for 
advanced  agent  training  and  state  and  local  training  which  the  FBI  Academy  cannot 
accommodate  due  to  capacity  limitations.  As  the  current  pressure  to  train  new 
agents  eases,  the  Academy  should  have  some  flexibility  to  conduct  additional  ad- 
vanced agent  training  and  some  additional  state  and  local  training,  although  per- 
haps not  to  the  levels  that  either  Tom  Constantine  or  I  would  like  to  see. 
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The  FBI  recently  selected  a  28-acre  tract  of  land  at  the  FBI  Academy  as  the  site 
for  the  new  FBI  Laboratory  facility.  This  tract  is  separate  and  apart  from  land  pre- 
viously identified  for  the  Justice  Training  Center. 

Construction  of  the  Justice  Training  Center  would  provide  250  additional  beds,  a 
28  percent  increase  in  bedspace.  The  Department  of  Justice  has  invested  $3.5  mil- 
lion, appropriated  in  1992,  for  architectural  and  engineering  studies  of  the  Justice 
Training  Center  which  would  provide  additional  classrooms,  offices  and  bedspace. 
The  proposed  site  would  require  infrastructure  improvements  to  include  roads  and 
utilities,  in  addition  to  the  actual  cost  of  construction. 

However,  additional  bedspace  alone  is  not  sufficient  to  expand  training  capacity 
at  the  Academy.  There  are  other  common  facilities  which  pose  limitations  on  our 
ability  to  meet  the  demand  of  training,  principally  firearms  ranges,  the  gymnasium 
and  the  practical  problems  training  course.  All  agent,  state  and  local  trainees  use 
these  facilities. 

The  FBI  Academy  opened  in  1972,  and  many  of  its  facilities  are  in  need  of  renova- 
tion. This  Committee  provided  funds  in  the  1996  Appropriations  Bill  to  repair  and 
improve  the  aging  FBI  Academy  infrastructure  and  to  begin  the  modernization  of 
firearms  range  facilities.  Consequently,  the  FBI  has  begun  modernizing  and  improv- 
ing its  current  infrastructure  to  provide  state-of-the-art  training  facilities  for  new 
FBI  and  DEA  agents,  as  well  as  state  and  local  officials.  Completion  of  these  im- 
provements will  make  training  at  the  FBI  Academy  more  efficient. 

Question.  So,  what  is  the  status  of  your  architectural  and  engineering  contract 
and  your  site  selection? 

Answer.  The  FBI  is  evaluating  responses  to  its  March  1996,  Commerce  Business 
Daily  solicitation  for  architectural  and  engineering  services  for  the  design  of  the  new 
FBI  Laboratory  complex.  Selection  of  the  architectural  and  engineering  firm  and 
contract  award  for  design  and  related  activities  is  expected  to  be  completed  by  late 
August  or  early  September  1996. 

In  early  June  1996,  the  FBI  selected  a  specific  site  for  the  new  FBI  Laboratory 
facilities  on  the  grounds  of  the  FBI  Academy  in  Quantico,  Virginia.  Site  selection 
was  completed  after  reviewing  site  evaluations  of  potential  FBI  Academy  parcels  by 
the  architectural  and  engineering  firm  of  Einhorn,  Yaffee  and  Prescott  (EYP).  The 
site  selected  is  on  vacant  land  already  provided  by  the  United  States  Marine  Corps 
to  the  FBI  and  is  bounded  by  the  Practical  Problems  Training  Course  (Hogan's 
Alley),  the  Tactical  Emergency  Vehicle  Operators  Course,  and  Hoover  Road. 

Question.  I  understood  that  one  of  the  considerations  for  picking  Fort  Belvoir 
originally  was  the  avoidance  of  Federally  financed  transfers  of  existing  laboratory 
personnel.  Now,  if  you  go  to  Quantico,  won't  you  have  to  pay  to  transfer  staff?  How 
many  people  would  be  transferred  and  how  much  would  it  cost? 

Answer.  An  earlier  study  of  possible  sites  for  a  new  FBI  Laboratory  included  an 
analysis  of  where  each  Laboratory  Division  employee  resided.  The  study  indicated 
that  of  544  employees  in  the  Division  at  that  time,  300  resided  in  Virginia,  20  in 
the  District  of  Columbia,  7  in  West  Virginia,  and  217  in  Maryland.  Of  the  217  em- 
ployees residing  in  Maryland,  approximately  127  resided  less  than  50  miles  from  the 
FBI  Academy  at  Quantico. 

The  FBI  has  not  yet  made  a  decision  on  whether  it  will  pay  transfer  costs  for  indi- 
viduals currently  working  in  the  Laboratory  Division.  All  current  employees  have 
been  advised  of  the  proposed  relocation.  The  FBI  is  also  developing  procedures  to 
advise  all  prospective  new  hires  of  the  proposed  relocation  to  Quantico.  A  study  will 
be  undertaken  in  the  future  to  determine  the  impact  of  the  Quantico  site  selection 
on  the  existing  staff  and  if  there  is  a  need  to  pay  for  transfers. 

FBI  OVERSEAS 

Question.  Director  Freeh,  last  year  your  budget  proposed  to  establish  new  FBI 
Legal  Attache  offices  in  several  countries.  The  1996  appropriation  included  $3.5  mil- 
lion, subject  to  reprogramming  and  contingent  upon  Congressional  approval  of  a 
joint  State  Department  and  FBI  plan. 

You  currently  have  23  overseas  offices  staffed  by  124  personnel.  What  is  the  full 
scope  of  your  overseas  expansion  plan? 

Answer.  The  FBI's  long-range  plan  for  overseas  operations,  which  includes  an  ex- 
tensive explanation  of  the  rationale  for  our  overseas  operations,  was  submitted  to 
the  House  and  Senate  Appropriations  Committees  on  June  5,  1996.  This  plan  has 
been  approved  by  the  Department  of  Justice  and  the  Department  of  State. 

At  present,  the  FBI  has  124  employees  assigned  overseas  (70  agents  and  54  sup- 
port staff)  in  23  nations  around  the  world.  The  FBI's  long-range  plan  proposes  in- 
creasing that  number  by  84  additional  employees  (59  agents  and  25  support  staff) 
and  to  open  Legal  Attache  Offices  in  23  additional  nations  over  the  next  four  years. 
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Question.  I  understand  that  you  want  to  set  up  new  positions  in  Egypt,  China, 
Israel  and  Pakistan.  But,  why  can't  you  satisfy  that  requirement  by  redeploying 
agents  from  posts  that  might  have  been  more  important  in  past  years. 

For  example,  you  have  lots  of  agents  in  Western  Europe  based  on  Cold  War  re- 
quirements, in  places  like  Bonn,  Brussels,  Paris  and  Vienna.  You  have  six  personnel 
in  Montevideo — I've  been  there  and  I  can  tell  you  it  is  Sleepy  Hollow. 

Answer.  FBI  agents  assigned  overseas  focus  primarily  on  criminal  matters.  If  any- 
thing, European  posts  have  become  more  important  in  this  program.  In  part  this 
is  because  Europe  has  become  wealthier  and  because  criminals  operate  where  there 
is  money  to  be  made.  The  loosening  of  internal  controls  within  the  European  Union 
has  made  the  continent  even  more  attractive  to  criminals. 

The  FBI  Legal  Attache  office  in  Montevideo  serves  as  a  regional  office  to  cover 
most  of  South  America.  However,  practical  difficulties  have  persuaded  the  FBI  that 
smaller  offices  located  in  countries  that  have  experienced  increases  in  organized 
criminal  activity  are  a  better  use  of  our  resources.  The  FBI's  long-range  plan  in- 
cludes a  realignment  of  personnel  in  South  America. 

Question.  I've  heard  that  the  FBI  was  asked  by  the  State  Department  if  it  wanted 
to  take  over  diplomatic  security  missions  here  in  the  U.S.  And  I  understand  that 
the  FBI's  answer  was  "no.  But  we  would  be  interested  in  taking  over  diplomatic  se- 
curity overseas."  Is  that  correct?  If  so,  what  is  the  rationale?  Have  you  ever  consid- 
ered allowing  the  State  Department's  diplomatic  security  personnel  to  perform  the 
role  that  your  Legal  Attaches  do? 

Answer.  A  senior  official  of  the  Department  of  State  inquired  whether  the  FBI 
had  an  interest  in  taking  over  the  State  Department's  Bureau  of  Diplomatic  Secu- 
rity. This  proposal  was  considered  at  a  high  level  within  the  FBI  and  the  Depart- 
ment of  Justice,  but  was  not  accepted.  With  respect  to  the  possibility  of  having  dip- 
lomatic security  personnel  perform  the  role  of  our  Legal  Attaches,  the  suggestion 
is  not  considered  practical  because  their  mission  and  their  training  are  not  inter- 
changeable with  those  of  FBI  Legal  Attaches.  FBI  Legal  Attaches  are  full-time  law 
enforcement  professionals  whose  principal  focus  is  on  investigation  or  criminal 
cases.  Diplomatic  security  personnel  have  a  different  function  and,  therefore,  have 
different  skills.  They  do  not  possess  standing  as  law  enforcement  officers. 

SOUTH  CAROLINA  ISSUES 

Question.  There  has  been  a  rash  of  church  burnings  in  the  southeastern  United 
States  over  the  last  18  months,  including  three  churches  in  Barnwell,  South  Caro- 
lina. Is  the  FBI  investigating  these  cases?  What  is  the  status? 

Answer.  The  FBI  has  initiated  29  civil  rights  investigations  of  church  burnings, 
including  but  not  limited  to  arson  in  the  southeastern  United  States.  The  earliest 
arson  under  investigation  occurred  in  1991;  however,  the  majority  of  the  arsons 
have  occurred  since  January  1995.  The  FBI  is  addressing  these  matters  jointly  with 
the  Bureau  of  Alcohol,  Tobacco,  and  Firearms  (ATF)  and  local  authorities.  Cur- 
rently, 15  FBI  field  offices  have  pending  investigations  involving  church  burnings. 
In  many  of  the  cases,  the  FBI  has  offered  a  reward  for  information  leading  to  the 
arrest  and  conviction  of  the  person  responsible.  Of  the  29  pending  investigations, 
suspects  have  been  developed  in  approximately  50  percent  of  the  cases,  as  of  early 
April. 

The  FBI  is  aggressively  investigating  these  cases.  For  example,  in  connection  with 
the  arsons  of  three  African-American  churches  burned  in  Boligee,  Alabama,  in  De- 
cember 1995  and  January  1996,  the  Birmingham  Field  Office  conducted  nearly 
1,000  interviews  of  residents  of  the  county  in  an  attempt  to  locate  potential  wit- 
nesses. In  addition,  questionnaires  were  sent  to  181  persons  who  had  obtained  hunt- 
ing licenses  in  the  county  where  the  fires  occurred.  In  Memphis,  where  five  church 
fires  have  occurred  since  September  1994,  FBI  agents  working  with  ATF  and  local 
authorities  conducted  a  surveillance  of  all  African-American  churches  within  a  10- 
mile  radius  during  the  1996  Martin  Luther  King,  Jr.  holiday  weekend,  which  was 
the  anniversary  of  two  of  the  west  Tennessee  church  fires  that  occurred  in  1995. 
The  FBI  has  used  polygraph  examinations  to  verify  source  information,  confirm  ali- 
bis of  suspects  and,  in  one  case,  exonerate  potential  suspects.  Every  FBI  field  office 
involved  in  these  investigations  is  receiving  weekly  status  reports  on  all  the  inves- 
tigations. 

From  March  13-15,  1996,  the  FBI  held  a  hate  crimes  conference  in  Birmingham, 
Alabama.  The  purpose  of  the  conference  was  to  address  the  escalating  civil  rights 
problem  involving  crimes  motivated  by  racial  and  religious  hatred.  Particular  em- 
phasis was  placed  on  the  recent  rash  of  arsons  directed  at  churches  that  are  pre- 
dominately African-American.  Thirteen  southeastern  FBI  field  offices  were  rep- 
resented by  FBI  Special  Agents  in  Charge  (SAC's),  supervisors,  and  investigators. 
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Also  attending  were  ATF  SAC's  and  investigators,  U.S.  Attorneys  and/or  members 
of  their  staffs,  and  attorneys  from  the  Civil  Rights  Division,  Department  of  Justice. 
During  the  conference,  a  panel  composed  of  regionally  and/or  nationally  known  Afri- 
can-American leaders  discussed  the  perceptions  of  the  minority  community  of  law 
enforcement,  particularly  the  FBI,  and  suggested  ways  in  which  the  FBI  could  forge 
partnerships  with  the  community. 

Question.  On  March  8,  1996,  three  South  Carolinians  were  robbed  and  shot  while 
on  vacation  in  the  Virgin  Islands.  Two  died  and  the  third  managed  to  escape.  The 
Governor  of  the  U.S.  Virgin  Islands  (USVI)  has  requested  Federal  assistance  in 
dealing  with  the  rising  level  of  robberies,  rapes  and  murders  and  other  violent 
crimes  against  tourists.  What  is  the  FBI's  involvement  in  this  effort? 

Answer.  In  response  to  the  Governor's  request,  Attorney  General  Reno  directed 
the  establishment  of  a  new  Safe  Streets  Task  Force  be  created  in  the  USVI  to  ad- 
dress this  problem.  The  Virgin  Islands  Safe  Streets  Task  Force  (VISSTF)  became 
operational  the  week  of  April  15,  1996.  The  Memorandum  of  Understanding  be- 
tween the  FBI,  Virgin  Islands  Police  Department  (VIPD),  U.S.  Marshals  Service 
(USMS),  and  Drug  Enforcement  Administration  (DEA)  was  signed  on  May  3,  1996. 
Currently,  this  task  force  consists  of  three  FBI  agents,  two  DEA  agents,  one  USMS 
deputy,  and  five  VIPD  officers.  The  Attorney  General  for  the  USVI  has  granted  FBI 
and  DEA  agents  Peace  Officer  status  in  the  USVI. 

Training  requirements  for  participants  in  the  VISSTF  have  been  identified  and 
scheduled  as  follows:  June  1996 — basic  crime  scene  processing  and  basic  criminal 
investigations;  July  1996 — Evidence  Response  Team  training;  and  August  1996 — 
street  survival  training. 

The  VISSTF  has  begun  reviewing  VIPD  reports  of  violent  crimes  since  January 
1,  1996,  to  identify  incidents  and/or  suspects  fitting  descriptions  of  the  assailants 
in  these  cases.  Additionally,  homicides  of  tourists  and/or  U.S.  mainland  residents, 
prior  to  January  1,  1996,  will  be  reviewed  to  determine  similarities  in  modus  ope- 
randi, and  to  assess  the  viability  of  investigation  by  the  VISSTF. 

To  date,  the  VISSTF  has  formally  opened  five  cases  and  has  begun  investigations 
for  violations  of  Title  18,  United  States  Code  (USC),  Section  1952,  Interstate  and 
Foreign  Travel  or  Transportation  in  Aid  of  Racketeering  Enterprises  and  Title  18, 
USC,  Section  1951,  Hobbs  Act. 


Questions  Submitted  by  Senator  Dale  Bumpers 
rural  law  enforcement  training 

Question.  As  you  know,  I  have  introduced  S.  1688,  the  National  Rural  Law  En- 
forcement Training  Act  of  1996.  This  bill  would  establish  a  training  center  for  rural 
law  enforcement  officers,  with  satellite  centers  around  the  country,  to  bring  state- 
of-the-art  training  to  the  small  rural  sheriffs  and  police  departments  of  our  nation. 
Can  you  comment  on  that  proposal?  What  role  could  the  FBI  plan  in  supporting  the 
mission  of  the  Center? 

Answer.  In  general,  the  FBI  supports  the  establishment  of  a  National  Center  for 
Rural  Law  Enforcement  (NCRLE).  Such  an  center  would  provide  a  useful  vehicle 
to  meeting  the  training  needs  of  rural  law  enforcement  personnel.  The  FBI  does  not 
believe  the  establishment  of  the  NCRLE  would  compete  against  its  National  Acad- 
emy program;  rather,  the  center  could  serve  as  a  potentially  valuable  ally  in  accom- 
plishing the  National  Academy's  mission. 

RADIO  SPECTRUM  FOR  PUBLIC  SAFETY 

Question.  You  are  seeking  to  reserve  radio  spectrum  for  public  safety  use,  and  es- 
tablish interoperability  for  state,  local,  and  Federal  law  enforcement  agencies.  I 
have  been  involved  in  the  effort  to  preserve  public  safety  spectrum  in  the  context 
of  relocation  of  incumbents  from  the  2  GHz  band.  Please  comment. 

Answer.  While  the  FBI  does  not  have  direct  interests  in  the  2  gigahertz  band,  as 
a  fellow  law  enforcement  agency,  we  appreciate  your  efforts  to  accommodate  the 
spectrum  needs  of  state  and  local  law  enforcement  agencies.  The  2  gigahertz  issue 
illustrates  the  broader  issue  of  potential  impact  that  the  transfer  of  spectrum  to  the 
private  sector  is  having  on  law  enforcement  agencies.  Although  the  FBI  understands 
the  need  for  spectrum  auctions  as  a  source  of  revenue,  there  remains  a  concern 
about  the  impact  of  additional  spectrum  being  reallocated  for  auction  without  con- 
sideration of  law  enforcement  needs. 

The  FBI  is  participating  on  the  Public  Safety  Wireless  Advisory  Committee 
(PSWAC)  which  is  developing  the  operational,  technical  and  spectrum  requirements 
for  Federal,  state,  and  local  law  enforcement  and  public  safety  through  the  year 
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2010  As  you  indicate,  one  of  our  major  efforts  is  to  identify  spectrum  that  will  pro- 
4de  the  interoperability  needed  to  meet  daily  jont  investigative ,  an pubh  safety 
activities  Many  state  and  local  agencies  have  also  indicated  that  additional  spec- 
trum is  needed  to  relocate  current  microwave  systems  that  must  vacate  the  2 

^StetiTof  the  PSWAC  report  is  expected  in  September  1996  Initial  analyses 
indicate  a  minimum  of  100  megahertz  of  additional  spectrum  is  needed  to  meet  law 
enforcemenTand  public  safety  voice,  data,  and  video [.requirements  through  the  year 
2010  Additional  spectrum  is  essential  to  the  effective  operation  of  Federal,  state 
and  local  law  enforcement  and  public  safety  agencies  Law  enforcement  and  public 
safety  requirements  must  be  considered  in  future  spectrum  planning  efforts. 


Drug  Enforcement  Administration 
statement  of  thomas  a.  constantine,  administrator 

ACCOMPANIED  BY: 

STEPHEN  H.  GREENE,  DEPUTY  ADMINISTRATOR 

DONALD  P.  QUINN,  ASSISTANT  ADMINISTRATOR 

STEPHEN  R.  COLGATE,  ASSISTANT  ATTORNEY  GENERAL  FOR  AD- 
MINISTRATION 

MICHAEL  J.  ROPER,  DEPUTY  ASSISTANT  ATTORNEY  GENERAL/ 
CONTROLLER 

ADRIAN  A.  CURTIS,  DHIECTOR,  BUDGET  STAFF 

OPENING  STATEMENT 

Senator  GREGG.  We  will  move  on  to  Director  Constantine.  I  can 
see  you  run  a  much  more  lean  agency  because  everybody  is  leaving. 

Administrator,  as  with  the  Director,  we  welcome  you  here.  We 
run  a  fairly  casual  process.  We  want  to  hear  your  thoughts  on  what 
you  want  to  get  on  the  record.  You  can  either  do  it  by  reading  a 
statement,  filing  a  statement,  or  making  your  comments.  The  floor 
is  yours. 

Mr.  Constantine.  Thank  you,  Senator.  I  will  file  a  statement 
that  is  much  more  detailed  and  then  I  will  just  briefly  outline  what 
I  think  are  the  important  aspects. 

First,  I  want  to  thank  you  and  all  the  other  members  of  the  com- 
mittee for  being  so  helpful  to  me  and  DEA  over  the  years.  I  came 
to  Washington  2  years  ago.  I  have  to  tell  you  that  this  is  a  very 
intimidating  place,  in  that  most  of  the  people  I  met  at  my  first  ap- 
propriations hearing  I  had  only  seen  on  C-SPAN  before  I  came 
here.  You  have  been  very  helpful,  and  because  of  your  work,  DEA 
has  been  able  to  hire  311  new  agents  over  the  last  IY2  years. 

We  at  DEA  had  an  interesting  week.  On  Tuesday  of  this  week, 
we  had  a  memorial  service  honoring  all  of  those  people,  and  fami- 
lies representing  people,  who  had  been  killed  in  the  line  of  duty. 
We  also  gave  out  awards  for  valor  to  DEA  employees  and  others. 
Tomorrow,  we  will  be  graduating  another  class  of  new  agents  to  go 
out.  A  lot  of  that  is  attributable  to  the  support  we  have  gotten 
here,  so  I  thank  you. 

For  the  most  part,  our  strategy  and  our  budget  are  pretty  much 
keyed  to  what  is  the  narcotics  problem  and  the  narcotics  and  vio- 
lence problem  in  the  United  States.  We  have  three  primary  fronts 
that  we  try  to  direct  our  resources  against. 

ORGANIZED  CRIME 

One  is  something  that  I  think  a  lot  of  times  people  in  the  United 
States  are  not  fully  aware  of,  and  that  is  organized  crime  in  the 
United  States  is  no  longer  run  by  a  Marlon  Brando  lookalike  oper- 
ating out  of  Queens,  NY,  but  for  the  most  part,  it  is  an  organized 
crime  syndicate  operating  out  of  some  other  country. 
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In  fact,  the  two  most  powerful  organized  crime  syndicates  in  the 
world  today  operate  out  of  this  hemisphere  but  not  in  the  United 
States.  One  operates  out  of  Colombia  and  one  out  of  Mexico.  They 
really  control  the  narcotics  trafficking  both  coming  into  the  United 
States  and  within  the  United  States.  Really,  we  have  never  seen 
groups  as  powerful  and  sophisticated,  as  rich  as  this,  in  our  his- 
tory. 

I  have  had  the  opportunity  to  work  organized  crime  since  the 
mid-1960's.  In  fact,  I  worked  for  the  State  police  sergeant  who  un- 
covered organized  crime  in  1957  in  New  York,  and  if  you  look  now, 
organized  crime,  or  the  so-called  Cosa  Nostra,  is  really  run  by  Vin- 
cent Gigante,  who  Judge  Nickerson  is  trying  to  decide  right  now 
whether  he  is  insane  or  not  because  he  is  walking  around  Manhat- 
tan in  a  bathrobe  mumbling  to  himself. 

You  compare  that  to  these  powerful  groups  that  make  billions  of 
dollars  a  year  and  have  jet  planes  and  boats  and  safe  houses  and 
international  connections.  I  have  said,  and  I  think  it  is  probably  a 
fairly  accurate  description,  organized  crime  as  we  knew  it  in  the 
1950's  or  1960's  is  like  elementary  school  activity  compared  to  what 
we  see  today. 

We  have  been  effective  in  the  last  year,  I  think,  through  some 
strong  actions  both  on  the  part  of  the  President  and  the  Senate  and 
Congress  on  the  certification  issue,  and  also  some  heroic  people  in 
Colombia.  We  really,  in  the  space  of  2  or  3  months,  arrested  the 
major  leadership  and  structure  of  the  groups  from  Cali,  Colombia. 
The  insidiousness  of  that  enterprise,  I  think,  is  being  played  out 
today,  where  the  minister  of  defense  is  in  detention,  three  primary 
ministers  of  government,  an  attorney  general,  a  minister  of  inte- 
rior, and  their  foreign  minister,  their  secretary  of  state,  all  have 
been  taken  out  of  office  because  of  connections  to  the  drug  cartels. 
The  very  president  of  this  major  democracy  himself  is  under  inves- 
tigation for  connections  to  funds  from  these  drug  organizations. 

The  next  area  that  we  look  at  is  that  in  the  late  1980's  and  the 
early  1990's,  these  same  organized  crime  groups  from  Colombia 
moved  up  to  Mexico,  and  when  they  did  that,  they  used  the  groups 
from  Mexico  merely  as  smuggling  organizations  to  take  the  narcot- 
ics across  the  border  and  then  to  deliver  it  back  to  Colombian  orga- 
nizations. Somewhere  along  the  line,  a  light  bulb  went  off  with 
these  groups  and  realized  they  were  only  getting  $1,000  a  kilo 
when  the  going  price  was  $14,000  to  $20,000  a  kilo  for  the  Colom- 
bian organizations.  They  demanded,  and  have  received,  now  50 
percent  of  their  payment  in  the  cocaine  coming  up  from  Colombia. 

What  we  now  see  is  two  major  parallel  criminal  organizations, 
both  operating  in  the  United  States  and  in  both  of  these  countries. 
What  I  have  tried  to  do,  as  best  I  can  with  my  own  limited  skills, 
is  to  tell  people,  look,  this  is  not  an  international  investigation  or 
a  domestic  investigation.  It  is  all  one  investigation  for  us,  and  I 
think  I  will  be  able  to  point  that  out  to  you. 

INCREASE  IN  METHAMPHETAMINE  USE 

Then,  as  has  been  mentioned,  especially  on  the  west  coast,  the 
Southwest,  and  now  the  Midwest,  and  I  suspect  everywhere  within 
a  fairly  short  period  of  time,  there  has  been  a  dramatic  escalation 
in  the  use  of  methamphetamine.  To  give  you  an  idea,  the  hospital 


499 

room  admissions  for  methamphetamine  abuse  have  gone  up  267 
percent  over  the  last  3  years.  That  figure  is  much  more  dramatic 
when  you  realize  probably  only  about  one-third  to  one-half  of  the 
country  is  abusing  the  drug  as  of  today.  We  see  it  often  now  in  Ne- 
braska and  Iowa  and  Georgia  and  Tennessee. 

This  particular  drug  is  controlled  completely  by  organized  gangs 
out  of  Mexico  who  either  get  the  precursor  drug  into  Mexico  from 
Europe  or  from  Asia,  and  then  smuggle  it  back  across  the  border, 
or  who  manufacture  it  into  methamphetamine  and  smuggle  the 
methamphetamine  across  the  border,  setting  up  these  major  lab- 
oratories within  the  United  States. 

DRUG  TRAFFICKING  INTO  THE  UNITED  STATES 

Director  Freeh  was  asked  about  cooperation,  and  I  think  he  an- 
swered that  completely  and  gave  you  a  sense  of  where  we  are.  We 
have  worked  very  closely  and  colocated,  and  we  just  culminated  2 
weeks  ago  this  Thursday  an  investigation  that  was  tagged  Zorro  II, 
which  was  the  name  or  nickname  of  the  individual  responsible  for 
the  Colombian  drug  trafficking  within  the  United  States  that  we 
had  found  about  IY2  or  2  years  ago. 

We  then  found  during  the  course  of  this  investigation  that  there 
were  now  two  parallel  groups.  The  groups  from  Colombia  controlled 
all  of  the  manufacture  and  smuggling  into  Mexico.  The  groups  from 
Mexico  then  controlled  all  of  the  smuggling  into  the  United  States. 
At  that  point  in  time,  it  bifurcated  into  two  very  sophisticated, 
powerful  organized  crime  groups. 

How  that  will  eventually  work  out,  I  cannot  predict,  because 
there  was  some  undercutting  of  price  and  there  could  be  some  con- 
flict, and  usually  in  organized  crime,  this  means  a  great  deal  of  vio- 
lence attached  to  it. 

Eventually,  we  decided  to  take  down  many  of  the  arrests,  and 
there  were  156  people,  6  tons  of  cocaine  during  the  course  of  this 
6-month  investigation,  almost  80  or  90  title  III  court-authorized 
wiretaps  and  42  different  police  agencies. 

We  can  go  to  point  out  places  and  locations  in  Cali,  Colombia, 
places  and  locations  in  Mexico  and  where  these  organizations  oper- 
ate. Then  from  there,  at  the  gatekeepers  on  our  own  border  who, 
once  the  drugs  come  across,  often  in  small  loads  of  200  or  400  kilos 
at  a  time,  from  there,  they  are  directed  to  go  to  California.  Once 
they  get  to  California,  they  have  these  very  expensive  safe  house 
operations. 

Then  someone  from  New  York  City  or  Miami  acts  in  a  command 
and  control  function  to  tell  them  what  vehicles  to  utilize,  how  much 
narcotics  to  move  from  one  place  to  another.  They  even  have  their 
own  daily  accounting  system,  as  if  you  ran  your  own  retail  busi- 
ness, where  the  amount  of  cocaine  and  the  amount  of  money  is 
evaluated  every  day  by  financial  experts  in  their  own  operation. 

We  can  take  that,  Senator,  all  the  way  down  to  a  crack  gang  in 
Rocky  Mount,  NC.  We  can  show  you  on  a  diagram  exactly  how  the 
drug  trafficking  is  totally  controlled  from  one  place  to  the  other. 

SOUTHWEST  BORDER  INITIATIVE 

So  what  we  have  done  in  our  1997  request,  and  I  suspect  naming 
it  the  Southwest  border  initiative  is  just  to  focus  it,  but  it  is  really 
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every  city  in  the  United  States  that  is  involved  in  these  wiretap 
and  surveillance  investigations.  We  are  asking  for  54  additional 
special  agents.  Our  budget  request  includes  more  for  communica- 
tion intercept,  a  great  deal  in  the  area  of  translation  costs  and 
chemical  diversion  investigations,  because  most  of  the  meth- 
amphetamine  problem  is  the  movement  of  what  are,  in  essence, 
legal  substances  out  of  control  into  Mexico.  That  is  a  major  part  of 
investigations  along  the  Southwest  border. 

There  are  also  some  technology  issues  that  we  have  looked  at.  I 
think  Director  Freeh  has  taken  the  leadership  on  the  digital  te- 
lephony issue.  In  essence,  unless  these  problems  are  addressed,  we 
will  not  be  able  to  conduct  investigations  like  this  4  or  5  years  into 
the  future.  We  then  have  to  make  sure  we  are  correlated  with  that. 

DRUG  TRAFFICKING  FROM  NIGERIA 

We  have  also  looked  at  major  trafficking  operations  out  of  Nige- 
ria. Much  of  the  heroin  smuggling  throughout  the  United  States, 
the  small  level,  10,  20,  30  kilos,  is  controlled  by  a  very  sophisti- 
cated group  operating  out  of  Nigeria.  They  have  an  immense  net- 
work within  Thailand  where  they  operate.  If  you  were  to  go  to 
Thailand  today,  there  are  600  Nigerian  citizens  who  are  under  ar- 
rest in  Thailand  for  narcotics  smuggling. 

They  now  control  this  network  and  they  hire  operatives  from 
Eastern  Europe,  people  who  are  in  desperate  situations.  Often- 
times, people  may  have  terminal  illnesses  or  are  desperate  finan- 
cially. The  Nigerian  organizations  will  hire  them  and  then  smuggle 
the  drugs  around  the  world,  trying  to  get  into  New  York  City  and 
into  Miami. 

We  have  been  able  to  document  how  their  structure  works.  It  is 
not  always  possible  to  do  all  the  things  that  we  want  to  in  Nigeria. 
A  strange  negative  impact  of  democracy  in  South  Africa  was  an  in- 
crease in  drug  trafficking.  The  officials  in  South  Africa  came  to  us 
and  they  were  overwhelmed.  They  had  50,000  people  from  Nigeria 
within  6  months  moving  into  Johannesburg.  They  have  virtually 
made  the  South  African  passport  worthless.  They  have  been  able 
to  smuggle.  There  are  now  direct  flights  from  Thailand.  Previously, 
with  the  Nigerian  passport,  everybody  was  kind  of  educated  and 
took  the  proper  precautions. 

DEA  OFFICE  IN  SOUTH  AFRICA 

In  South  Africa,  which  is  changing,  I  have  talked  to  the  people 
from  all  three  major  parties  there.  They  are  all  greatly  concerned 
about  this  and  are  looking  to  the  United  States  for  some  education 
and  assistance.  It  is  in  our  own  best  interest,  obviously,  because  of 
our  heroin  problem.  They  will  bring  it  into  Johannesburg.  There  is 
no  primary  customs  searching  in  the  nation  of  South  Africa.  The 
passport  is  a  major  problem.  The  law  enforcement  community  now 
has  to  almost  be  completely  restructured. 

Thankfully,  the  narcotics  enforcement  bureau  was  never  a  part 
of  any  of  the  political  issues  in  South  Africa.  It  is  highly  respected 
by  all  of  the  factions  in  the  country.  So  we  have  been  working  with 
them  on  some  training  programs.  We  presently  try  to  cover  that  of- 
fice out  of  Cairo.  It  is  almost  an  impossible  task  to  get  from  Cairo 
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to  Johannesburg  in  less  than  2  days,  given  the  way  the  air  systems 
work  within  the  continent. 

Personally,  I  was  over  there  for  IV2  days  to  meet  with  all  the 
people.  It  was  2  days  of  flying  and  IV2  days  of  meetings,  and  I  do 
not  recommend  anybody  do  it  unless  they  are  used  to  sitting  for  a 
long  time.  I  do  not  think  I  would  ever  do  it  again. 

But  I  think  that  we  have  a  chance  to  open  an  office  and  have 
an  effect,  not  only  there,  but  on  that  whole  area  of  the  continent 
which  is  looking  to  South  Africa  for  leadership. 

VIOLENT  DRUG  ORGANIZATIONS 

The  third  area  that  we  look  at  very  strongly  is  these  tremendous 
violent  drug  organizations  that  are  in  the  United  States  now.  I 
think  most  people  used  to  think  the  drug  problem  was  only  in  New 
York  City  or  Chicago  or  Los  Angeles  or  Miami.  We  look  now  and 
there  is  not  a  community  or  a  county  in  the  United  States  that  is 
not  touched  by  the  drug  trafficking,  but  also  by  the  violence. 

When  we  get  into  the  investigation,  by  the  time  we  are  into  the 
second  or  third  step  of  the  investigation,  once  we  go  past  the  street 
level  and  we  go  to  the  kilo-level  dealers,  or  even  multikilo,  four  or 
five  kilo-level  dealers,  we  are  immediately  into  an  organized  crime 
situation  controlled  by  these  same  groups  that  we  are  working  from 
the  top  down  that  transit  into  the  United  States.  So  we  are  work- 
ing them  both  ways. 

What  we  are  trying  to  do  is  help  out  some  of  the  local  law  en- 
forcement agencies  with  this  because  the  people  dealing  the  narcot- 
ics are  coming  from  someplace  else  in  the  country.  They  are  very 
wealthy,  they  are  very  sophisticated,  and  very  dangerous.  They 
overwhelm  some  of  the  mid-sized  and  smaller  communities  who  do 
not  have  the  resources. 

DRUGS  AND  VIOLENCE  IN  SMALL  COMMUNITIES 

Probably  the  most  classic  case  that  I  would  suggest  anybody  that 
has  a  chance  to  read  it  is  in  the  April  22  edition  of  U.S.  News  and 
World  Report.  A  reporter  named  Victoria  Pope,  whom  I  have  never 
met,  but  I  have  told  everybody  that  she  probably  articulated  better 
than  I  have  ever  seen  about  the  impact  of  drugs  on  every  commu- 
nity in  the  United  States. 

The  community  she  looked  at  was  a  little  place  called  Sandy 
Level,  VA,  which  is  in  southwest  Virginia,  right  near  the  North 
Carolina  border.  It  is  a  little  town  of  only  800  people.  The  people 
are,  for  the  most  part,  the  descendants  of  the  first  people  freed 
from  slavery.  They  had  successful  institutions  in  that  town,  people 
who  went  on  to  be  successes. 

Then  about  2  or  3  years  ago,  the  drug  dealers,  in  essence,  took 
over  the  town  to  control  all  of  the  crack  cocaine  peddling.  They  shot 
and  killed  people  at  will.  If  they  thought  any  citizen  in  that  little 
town  was  going  to  provide  any  information  to  the  police,  they 
would  shoot  through  their  houses  and  attempt  to  kill  them,  threat- 
en them.  They  had  people  addicted  to  crack  cocaine  so  degraded 
that  they  made  them  strip  naked  and  run  down  the  center  of  the 
town  just  for  one  rock  of  crack  cocaine. 

There  is  only  a  five-person  law  enforcement  agency  working  in 
that  area.  Along  with  the  State  police  from  Virginia  and  some  of 


502 

the  people  from  our  MET's  program  and  the  people  from  the  Roa- 
noke office,  we  descended  last  Friday  on  that  town  in  a  caravan 
and  arrested  the  10  leading  figures  both  in  the  narcotics  distribu- 
tion scheme  and  also  in  the  violence. 

To  give  you  an  idea,  one  of  the  house  trailers  that  we  hit,  one 
of  the  people  who  was  a  primary  suspect  was  sleeping  with  two 
weapons  in  the  bed  with  him,  hand  weapons,  hand  guns,  and  an 
AK-47  along  his  side.  We  had  so  many  weapons  in  evidence  that 
we  picked  up  that  we  had  to  call  for  extra  evidence  collection  con- 
tainers to  be  able  to  take  that  in. 

That  situation,  unfortunately,  exists  throughout  the  country. 
What  we  did  about  IV2  years  ago  to  help  out  was  we  removed  60 
positions  from  DEA  headquarters.  We  removed  some  temporary 
duty  types  of  positions  out  of  drug  suppression  in  Bolivian,  Peru, 
where  we  had  trained  the  local  police.  We  thought  they  were  so- 
phisticated enough  to  carry  on  with  their  own  task  at  that  point 
in  time. 

MOBILE  ENFORCEMENT  TEAMS  [MET] 

The  MET  system  works  so  that  if  State  or  local  law  enforcement 
need  that  assistance,  we  will  go  in  there  for  as  long  as  it  needs  to 
help  them  out,  and  then  we  will  not  take  any  credit.  If  somebody 
does  not  even  mention  that  we  are  there,  that  is  fine  with  us.  It 
is  really  up  to  the  local  community  to  address  that  issue. 

We  have  already  arrested  1,500  people,  many  of  them  involved 
in  violence,  and  we  probably  have  helped  to  solve  over  100  homi- 
cides because  of  the  drug  arrests.  Presently,  we  have  in  our  budget 
a  request  for  another  60  positions  and  some  funding  to  make  sure 
we  are  established  in  all  of  the  divisions. 

INFRASTRUCTURE  FUNDING 

The  rest  of  our  budget  is  very  much  directed  at  the  infrastruc- 
ture issue,  which  is  something  I  think  every  agency  who  has  gone 
through  a  couple  of  years  of  difficult  budgets  tries  to  keep  the  oper- 
ational front  line  going  as  long  as  you  can,  and  when  you  do  that, 
you  wind  up  eating  away  at  the  infrastructure.  So  we  have  put  in 
for  infrastructure  and  the  ability  to  move  people  as  they  should  be 
moved,  for  computer  equipment,  for  our  fleet,  and  for  our  aviation 
unit,  which  we  downsized  and,  in  essence,  surplused  virtually  every 
piston  engine  and  twin  engine  plane  we  had  just  to  survive,  our 
laboratory  restoration  programs  and  some  of  our  adjustments  to 
base  that  we  cannot  control. 

PREPARED  STATEMENT 

If  there  are  any  specific  questions,  Senator,  I  will  be  glad  to  an- 
swer them. 

[The  statement  follows:] 

Prepared  Statement  of  Thomas  A.  Constantine 

Chairman  Gregg,  Senator  Hollings  and  Members  of  the  Subcommittee:  I  am 
pleased  to  appear  before  you  today  to  discuss  the  President's  fiscal  year  1997  re- 
quest for  funding  for  the  Drug  Enforcement  Administration.  I  appreciate  having  the 
opportunity  to  articulate  DEA's  needs  for  the  coming  year,  and  to  update  the  Sub- 
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committee  on  recent  developments  in  narcotics  control,  both  domestically  and  over- 
seas. 

In  the  Subcommittee's  review  of  DEA's  domestic  and  international  drug  control 
programs  during  this  hearing,  I  hope  to  leave  you  with  one  important  point:  the 
drug  trafficking  situation  in  the  United  States  is  a  seamless  continuum  which  can- 
not be  separated  easily  into  domestic  and  international  components.  For  every  vial 
of  crack  that  is  sold  on  street  corners  in  our  major  cities,  there  is  a  drug  lord  in 
a  foreign  country  who  is  responsible  for  producing  and  trafficking  that  cocaine.  DEA 
is  addressing  both  ends  of  the  continuum  through  sophisticated  law  enforcement 
programs  which  target  the  drug  lords,  their  cell  heads  who  run  the  wholesale  dis- 
tribution throughout  the  United  States  and  the  violent  traffickers  selling  crack  in 
small  towns  like  Sandy  Level,  Va. 

But  DEA  cannot  accomplish  its  goals  without  the  help  of  Congress.  We  are  appre- 
ciative of  the  assistance  that  Congress  has  given  us  over  the  years  by  way  of  fund- 
ing, manpower  and  the  authorities  we  need  to  get  the  job  done.  Under  your  leader- 
ship, Mr.  Chairman,  and  before  that,  under  the  leadership  of  Mr.  Hollings,  this  sub- 
committee has  been  extraordinarily  supportive  to  the  men  and  women  of  DEA  and 
we  appreciate  that  a  great  deal.  Without  the  assistance  of  the  subcommittee,  DEA 
would  not  have  been  able  to  hire  additional  Special  Agents  who  are  critical  to  the 
mission  of  the  Drug  Enforcement  Administration. 

DEA'S  GOALS 

The  problems  of  crime  and  drugs  in  the  United  States  affect  every  American, 
wherever  they  may  live.  We  are  faced  with  the  reality  that  American  life  has 
changed  over  the  past  four  decades.  The  world  was  a  safer  place  in  previous  years. 
There  were  certainly  numerous  problems  in  those  days,  but  we  were  able  to  leave 
our  door  unlocked  overnight  and  we  were  not  afraid  to  let  our  kids  walk  to  the  cor- 
ner store  without  fear  of  becoming  an  innocent  victim  of  a  drive-by  shooting.  We 
could  look  forward  to  a  better  life  for  our  children.  There  is  no  doubt  in  my  mind 
that  the  presence  of  illegal  drugs  and  drug  traffickers  within  our  society,  and  the 
attendant  violence  that  accompanies  them,  has  been  the  dominant  factor  in  this  de- 
crease in  our  quality  of  life. 

We  estimate  that  one  half  of  all  homicides  and  one  third  of  all  violent  crimes  are 
drug-related.  Since  1960,  violence  and  crime  in  the  United  States  have  increased 
400  percent,  a  rate  nine  times  faster  than  the  growth  of  America's  population.  The 
difference  in  the  murder  rate  between  then  and  now  is  dramatic:  in  1960,  9,140 
Americans  were  murdered.  In  1993,  24,526  murders  took  place.  Since  1977,  400,000 
murders  have  taken  place  on  city  streets  and  in  rural  areas  of  America.  In  1993, 
violent  crime  in  the  United  States  was  estimated  to  have  cost  the  nation  about  $426 
billion.  Drug  Abuse  alone  costs  approximately  $100  billion. 

These  are  sobering  facts,  but  there  are  other  aspects  of  the  crime  problem  which 
are  also  troubling.  As  I  discussed  with  the  Subcommittee  previously,  there  is  a  com- 
ing storm  of  juvenile  crime  that  experts  predict  will  be  more  violent  and  random 
than  any  crime  problem  we  have  yet  seen.  In  what  we  call  the  "echo  of  the  baby 
boom"  the  number  of  males  aged  14-17  will  increase  by  23  percent  by  the  year 
2005.  In  and  of  itself,  this  fact  is  significant,  but  when  it  is  coupled  with  the  recent 
alarming  increases  in  drug  abuse  among  young  people,  I  believe  we  may  have  a  pre- 
scription for  disaster  in  the  years  ahead — unless  we  act  quickly. 

Last  year  an  elderly  woman  wrote  to  our  office  in  Washington  D.C.  and  said  she 
lives  near  an  open  air  drug  market  and  daily  lives  in  fear  of  the  gangs  and  drug 
dealers.  She  wrote  "I  am  afraid  to  walk  in  my  neighborhood  *  *  *  I  worry  about 
my  safety  a  lot".  A  depressed  15  year  old  girl  in  Summerton,  South  Carolina  wrote 
the  President  complaining  about  the  open  air  drug  market  in  that  small  town  where 
people  were  routinely  beaten  and  robbed.  She  voiced  her  concern  about  her  siblings 
who  were  on  drugs  and  about  her  ability  to  fulfill  her  own  dreams  and  goals.  These 
are  the  people  for  whom  DEA  is  working.  These  are  the  Americans  who  are  trying 
to  live  the  dream  but  are  caught  in  a  nightmare. 

DEA  is  addressing  these  problems  by  attacking  drug  trafficking  internationally 
and  domestically,  on  three  fronts: 

1.  International  drug  syndicates  who  control  drug  trafficking  in  source  countries 
and  smuggle  their  poison  into  the  United  States. 

2.  The  U.S.  based  cells  of  these  syndicates  who  are  responsible  for  the  nationwide 
distribution  of  cocaine,  heroin  and  methamphetamine  and  the  collection  of  drug  pro- 


3.  Organized  drug  gangs  and  violent  drug  traffickers  who  operate  both  nationally 
and  within  communities  across  the  United  States. 
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In  order  for  DEA  to  accomplish  these  three  goals  effectively,  we  are  seeking  a 
budget  which  totals  $1,009  billion,  consisting  of  the  following  components; 
$818,038,000  for  salaries  and  expenses;  $138,000,000  for  state  and  local  programs 
to  fight  violent  crime  through  the  Violent  Crime  Reduction  Trust  Fund;  and 
$52,824,000  through  the  Diversion  Control  Fee  Account.  Contained  within  this 
budget  is  funding  for  a  number  of  important  initiatives  to  address  the  range  of  chal- 
lenges DEA  is  facing  as  we  work  to  reduce  the  supply  of  drugs  in  the  United  States. 

ATTACKING  MAJOR  INTERNATIONAL  DRUG  SYNDICATES 

When  I  appeared  before  the  Subcommittee  last  year,  we  discussed  the  law  en- 
forcement challenges  which  faced  DEA  and  many  federal,  state  and  local  law  en- 
forcement organizations  around  the  country.  At  that  time,  I  told  the  Subcommittee 
that  our  nation  was  facing  a  significant  threat  from  well-established,  well-financed 
and  well-equipped  organized  crime  syndicates  who  were  directing  the  drug  trade, 
which  is  in  large  part  responsible  for  the  violent  crime  situation  in  the  United 
States,  from  their  headquarters  abroad.  For  the  first  time  in  our  history,  law  en- 
forcement organizations  in  this  nation  are  dealing  on  a  daily  basis  with  the  actions 
of  major  international  criminals,  which  manifest  themselves  on  our  streets  in  the 
form  of  drug-dealing  and  violent  crimes  related  to  drugs. 

The  most  notorious  of  these  international  drug  mafias  is  the  Colombian  Mafia, 
which  operates  out  of  Cali.  For  many  years,  these  drug  lords  were  untouched  by  law 
enforcement,  and  had  negatively  affected  many  of  the  institutions  of  Colombian  soci- 
ety. The  Cali  Mafia  amassed  a  fortune  from  annual  profits  exceeding  $7  billion,  and 
had  at  their  disposal  a  communications  and  intelligence  network  which  rivaled 
those  of  some  smaller  nations. 

The  drug  mafias  have  a  very  long  reach  and  are  capable  of  insinuating  their 
drugs  and  violence  into  every  city  and  town  in  the  United  States.  Despite  the  fact 
that  they  are  headquartered  in  Colombia,  mafia  leaders  have  ordered  executions  in 
our  cities  and  towns.  The  assassination  of  Manuel  de  Dios,  a  prominent  journalist 
in  New  York  was  ordered  by  Cali  chieftain,  Jose  Santa-Cruz  Londono  in  March  of 
1992.  John  Mena  the  architect  of  the  DeDios'  murder  pled  guilty  last  week  in  New 
York  and  admitted  being  responsible  for  three  additional  contract  killings  on  behalf 
of  the  Cali  Mafi.  Last  summer,  good  police  work  resulted  in  the  apprehension  of  a 
Colombian  hit  team  in  Memphis,  Tennessee.  This  team  was  sent  to  the  United 
States  to  collect  on  a  drug  debt,  with  orders  to  kill  if  the  debt  were  not  repaid. 
These  incidents  clearly  illustrate  the  mafia's  long  reach. 

For  several  years  DEA  has  worked  quietly  and  diligently  to  bring  about  the  de- 
mise of  the  criminal  organizations  that  truly  represent  the  most  sophisticated  orga- 
nized crime  element  that  has  ever  threatened  our  society.  Last  year  we  set  as  our 
goal  the  arrest  of  those  who  comprise  the  infrastructure  of  the  Cali  Mafia.  We  real- 
ized that  just  seizing  their  cocaine  and  profits  and  arresting  their  U.S.  representa- 
tives would  not  bring  down  the  most  powerful  and  sophisticated  organized  crime 
syndicate  in  history.  Learning  from  our  successes  against  the  Italian  Organized 
Crime  in  the  United  States  we  targeted  the  command  and  control  function  of  the 
Cali  Mafia.  And  stressed  cooperation  and  coordination  with  our  counterparts  in  the 
Colombian  police  every  step  of  the  way. 

When  I  appeared  before  the  Subcommittee  last  spring,  I  could  not  have  predicted 
that  by  this  year's  hearing,  six  of  the  seven  top  leaders  of  the  Cali  Mafia  would  have 
been  arrested.  The  arrests  of  the  Rodriguez  Orejuela  brothers,  Santa  Cruz  Londono, 
and  other  major  Colombian  traffickers  represent  a  real  turning  point  in  our  inter- 
national efforts  to  dismantle  the  global  organized  crime  syndicates  which  are  re- 
sponsible for  the  vast  majority  of  the  drugs  on  the  streets  of  the  United  States.  This 
clearly  exemplifies  what  can  be  accomplished  when  a  cooperative  and  concerted  law 
enforcement  action  attacks  an  international  crime  syndicate,  even  one  as  powerful 
as  the  Cali  Mafia. 

Although  the  Cali  Mafia  leaders  are  in  jail,  major  traffickers  from  Colombia  con- 
tinue to  be  a  significant  threat  to  us.  We  cannot  say  with  any  certainty  that  their 
operations  have  ceased,  and  we  do  not  yet  know  what  the  long-term  impact  of  their 
arrests  will  be.  We  also  must  remain  alert  to  the  danger  posed  by  international  drug 
organizations  based  in  Mexico  who  are  a  growing  factor  in  the  importation  of  illegal 
drugs  in  the  United  States.  These  organized  crime  syndicates  have  the  potential  to 
usurp  the  Colombian  mafia's  position  should  the  current  enforcement  actions  in  Co- 
lombia severely  affect  their  structure  and  reduce  their  capabilities.  They  are  already 
becoming  a  dominant  factor  in  drug  distributions  in  the  United  States. 
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ATTACKING  DRUG  TRANSPORTATION  AND  DISTRIBUTION  NETWORKS 

Drug  trafficking  organizations  based  in  Mexico  have  long  been  involved  with  the 
smuggling  of  drugs  into  the  United  States.  Beginning  several  decades  ago  they  have 
been  involved  in  heroin  and  marijuana  trafficking.  In  the  1980's  the  Colombian 
Mafia  began  to  use  the  services  of  the  Mexican  based  organizations  to  act  as  their 
transportation  agent  to  smuggle  cocaine  into  the  United  States.  The  Mexican  groups 
soon  moved  to  a  position  where  they  could,  and  did,  demand  50  percent  of  each  ship- 
ment of  cocaine  which  they  then  sold  through  their  own  narcotics  distribution  sys- 
tem in  the  United  States.  They  have  become  a  matter  of  growing  concern  in  the 
southwest  border  area  of  the  United  States  and  the  impact  of  their  activities  is  now 
being  felt  in  communities  across  the  U.S. 

Four  major  organizations  comprise  the  Mexican  Federation:  The  Tijuana  Organi- 
zation; the  Sonora  Cartel;  the  Juarez  Cartel;  and  the  Gulf  Group.  Members  of  these 
organizations  are  powerful,  violent  drug  traffickers  who  have  been  involved  over  the 
years  in  marijuana,  heroin,  cocaine  trafficking  and  now  methamphetamine  produc- 
tion and  trafficking.  These  powerful  and  influential  drug  traffickers  have  a  long  his- 
tory of  adaptability  and  versatility.  Their  involvement  in  the  methamphetamine 
trade  is  currently  an  area  of  grave  concern  to  law  enforcement  officials  across  the 
nation. 

Methamphetamine  is  becoming  the  drug  of  choice  in  many  western  U.S.  commu- 
nities, surpassing  cocaine.  Methamphetamine,  or  "speed"  as  it  is  commonly  known, 
has  traditionally  been  produced  and  trafficked  by  outlaw  motorcycle  gangs.  For  a 
long  time,  the  meth  problem  was  mainly  a  concern  in  California,  where  the  majority 
of  labs  were  located.  Within  the  past  two  years,  the  increase  in  methamphetamine 
deaths  in  cities  such  as  Phoenix,  San  Diego  and  San  Francisco  is  alarming. 

Of  equal  concern  is  the  spread  of  methamphetamine  to  other  areas  of  the  country: 
the  Midwest,  particularly  in  Nebraska,  Iowa,  and  Southeast  states  such  as  Georgia 
and  Tennessee.  Methamphetamine  trafficking  and  use  have  been  associated  with  vi- 
olence. Many  graphic  examples  exist,  such  as  in  the  summer  of  1993  when  twenty 
six  people  were  killed  in  San  Diego  during  gang  wars  over  methamphetamine  turf 
and  late  last  year,  three  children  were  killed  when  their  mother  accidently  blew  up 
her  home  while  manufacturing  methamphetamine.  According  to  law  enforcement  of- 
ficials in  Iowa,  methamphetamine  use  is  the  number  one  cause  of  domestic  violence 
in  the  state. 

The  emergence  of  Mexican  traffickers  as  the  dominant  force  in  current  meth- 
amphetamine production  is  troubling.  We  estimate  now  that  close  to  eighty  percent 
of  the  methamphetamine  available  in  the  United  States  is  either  produced  in  Mexico 
and  transported  to  the  United  States,  or  is  manufactured  in  the  United  States  by 
Mexican  traffickers.  For  Mexican  traffickers,  the  benefits  of  involvement  in  meth- 
amphetamine are  evident;  they  can  control  the  entire  process  from  beginning  to 
end — production,  trafficking  and  distribution — and  they  do  not  need  to  rely  on  peas- 
ants in  Peru  or  Bolivia  as  the  source  of  cocaine.  Traffickers  from  Mexico  obtain  the 
necessary  chemicals  for  methamphetamine  production  from  sources  as  diverse  as 
China,  the  Czech  Republic  and  India,  and  they  use  their  years  of  polydrug  smug- 
gling experience  to  traffick  methamphetamine  into  California  and  other  parts  of  the 
United  States. 

DEA's  Response  and  Budget  Request. — Seventy  percent  of  all  of  the  cocaine  enter- 
ing the  United  States  comes  through  Mexico,  and  the  methamphetamine  trade  is 
virtually  controlled  by  traffickers  operating  in  Mexico.  The  two  thousand  mile  bor- 
der with  the  United  States  poses  both  challenges  and  opportunities.  The  challenges 
are  obvious:  the  border  is  porous  and  well-established  drug  trafficking  organizations 
along  both  sides  of  the  border  have  operated  with  ease  over  the  years.  But  opportu- 
nities also  exist.  Through  the  Southwest  Border  Strategy,  FBI  and  DEA  working 
with  state  and  local  enforcement  agencies,  target  Mexican  trafficking  organizations 
throughout  the  Southwest  border  region.  The  Criminal  Division's  Narcotics  and 
Dangerous  Drug  Section  is  facilitating  the  cbordination  of  these  investigations,  oper- 
ations and  prosecutions,  in  consultation  with  the  Division's  Public  Integrity  Section 
and  the  DEA/FBI  Special  Operations  Division. 

This  strategy  is  anchored  by  the  extensive  use  of  Title  III  intercepts  to  identify 
investigate  and  prosecute  members  of  the  Mexican  drug  syndicates.  We  plan  to  in- 
crease our  effectiveness  in  identifying  and  dismantling  trafficking  organizations  op- 
erating inside  Mexico  and  in  the  United  States  just  as  we  did  in  Colombia  by 
targeting  their  command,  control  and  communications  operations. 

Just  last  week  we  saw  again  how  effective  this  strategy  can  be.  Through  the  use 
of  over  80  wire  intercepts  we  identified  two  parallel  distribution  networks  one  Co- 
lombian and  one  Mexican,  responsible  for  the  sale  of  thousands  of  kilograms  of  co- 
caine throughout  the  United  States.  During  the  investigation  we  tracked  cocaine 
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shipped  to  Mexico  by  Colombian  traffickers,  transported  to  the  United  States  by 
Mexican  Federation  operatives  and  distributed  across  the  United  States  to  cells  in 
major  cities  such  as  Los  Angeles  and  New  York  and  to  crack  gangs  in  smaller  towns 
like  Richmond  Va. 

This  multi-agency  effort  resulted  in  the  arrest  of  dubbed  Zorro  II  resulted  in  the 
arrest  of  136  defendants  and  the  seizure  of  over  12,000  pounds  of  cocaine.  We  also 
made  some  progress  with  the  Government  of  Mexico  and  hope  to  build  on  the  agree- 
ments which  resulted  from  General  McCaffrey's  recent  visit. 

DEA's  fiscal  year  1997  budget  requests  funding  to  expand  the  Southwest  Border 
Strategy.  We  are  requesting  121  positions,  of  which  54  are  Special  Agents  and  $24.9 
million.  Positions  and  funding  requested  will  allow  the  DEA  to  obtain  necessary  con- 
tract linguists,  and  apply  Special  Agent  resources  to  support  the  interagency  effort 
to  stop  the  flow  of  illegal  drugs  coming  into  the  United  States  from  Mexico.  With 
methamphetamine  trafficking  and  violence  increasing  in  cities  along  the  border,  it 
is  imperative  that  the  DEA  and  other  agencies  work  cooperatively  to  identify  and 
target  major  traffickers  and  their  command,  control,  and  communications  struc- 
tures. 

For  years,  federal,  state  and  local  law  enforcement  have  faced  challenges  from 
criminals  who  are  well-equipped  and  well-financed,  sometimes  even  out  pacing  the 
capabilities  of  law  enforcement  to  make  gains  against  them.  The  traffickers  in  Cali, 
Colombia  had  at  their  disposal  an  arsenal  of  technology  which  was  used  to  gather 
intelligence,  keep  track  of  cocaine  supplies  and  cash,  and  intimidate  individuals 
coming  forward  with  information.  The  Mexican  Federation,  the  apparent  successors 
to  the  Cali  mafia,  are  developing  similar  capabilities.  But  the  technological  edge  is 
not  limited  to  international  traffickers.  Many  sophisticated  traffickers  operating  in 
the  United  States  depend  on  networks  of  cellular  phones,  pagers,  faxes  and 
encrypted  computers. 

Every  day  Federal  law  enforcement  agents  are  faced  with  challenges  posed  by 
rapidly  changing  technology.  Digital  systems,  encrypted  computers,  personal  tele- 
phone numbers  that  move  with  individuals  across  the  nation,  and  the  vast  amount 
of  information  that  is  disseminated  through  the  Internet,  challenge  law  enforcement 
to  stay  ahead  of  the  technology  curve. 

In  the  fiscal  year  1997  budget  request,  DEA  is  seeking  $12  million  for  communica- 
tions enhancements.  This  total  includes  $9  million  for  wireless  radio  replacement 
and  $3  million  for  advanced  digital  telephony  equipment  to  enable  the  DEA  to  keep 
pace  with  changing  communications  technology.  The  National  Telecommunications 
and  Information  Administration  has  mandated  that  all  federal  government  commu- 
nication equipment  must  be  converted  to  new  frequencies.  It  is  incumbent  upon  the 
DEA  to  replace  wireless  radio  communications  in  an  orderly  fashion.  The  funding 
for  digital  telephony  is  necessary  to  enable  the  DEA  to  procure  new  digital  intercept 
equipment  for  use  in  investigations  of  sophisticated  international  and  domestic  drug 
traffickers. 

$3.9  million  is  requested  to  purchase  video  surveillance  and  electronic  tracking 
equipment  to  be  used  during  complex  investigations.  This  equipment  will  allow  the 
DEA  to  more  efficiently  and  safely  surveil  drug  criminals  and  observe  criminal  ac- 
tivity from  a  protected  location.  Certain  equipment  will  also  enable  DEA  agents  to 
obtain  uninterrupted,  worldwide  tracking  capability  as  they  conduct  investigations 
on  increasingly  mobile  and  ruthless  drug  traffickers. 

In  order  to  meet  the  challenges  of  the  shifting  international  drug  traffic,  DEA  is 
also  requesting  3  positions  (2  Special  Agents)  and  $632,000  to  open  an  office  in  Pre- 
toria, South  Africa.  This  nation  has  become  a  critical  link  in  the  international  co- 
caine and  heroin  trade  destined  for  Europe  and  the  United  States.  DEA  currently 
covers  drug  trafficking  in  the  region  from  its  office  in  Cairo,  Egypt,  which  is  far  re- 
moved from  the  South  African  drug  transshipment  corridor.  In  January  1996,  I  per- 
sonally traveled  to  Pretoria  to  assess  the  overall  nature  of  the  drug  trafficking  situa- 
tion and  determine  if  the  need  existed  for  a  DEA  presence  in  the  region.  After  a 
thorough  review  of  area  drug  trafficking  trends,  it  was  clear  that  without  the  re- 
quested resources,  the  role  of  South  Africa  would  continue  to  expand  in  the  overall 
international  drug  trafficking  equation.  Both  the  South  African  Government  and  the 
U.S.  Embassy  in  Pretoria  strongly  support  the  opening  of  a  DEA  office  in-country. 

ATTACKING  VIOLENT  DRUG  ORGANIZATIONS  IN  THE  UNITED  STATES 

When  many  Americans  express  frustration  about  the  problems  of  drug  trafficking 
and  violent  crime  in  their  communities,  they  focus  their  attention  on  what  is  visible 
to  them:  the  crack  dealer  on  the  corner,  or  the  car  jacker  on  the  evening  news.  Many 
Americans  do  not  immediately  associate  these  criminal  activities  as  an  extension  of 
the  international  drug  syndicates  operating  overseas.  These  international  Mafias 
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employ  thousands  of  surrogates  within  the  United  States  to  distribute  and  sell 
drugs  in  American  cities  and  towns,  and  many  times  they  are  gang  members  who 
are  associated  with  nationally-known  and  prominent  gangs  such  as  the  Bloods, 
Crips,  or  Latin  Kings. 

Drug  trafficking  and  drug  abuse  have  been  problems  in  major  cities  for  many 
years,  and  they  have  paid  the  price  associated  with  these  problems.  The  costs  of 
substance  abuse  in  New  York  City  alone  is  estimated  to  be  over  $20  billion  a  year, 
or  21  cents  of  every  tax  dollar  in  the  city.  However,  drug  trafficking  is  not  limited 
to  America's  big  cities;  in  fact,  rural  America  is  suffering  from  many  of  the  same 
drug-related  problems  that  have  turned  several  urban  areas  into  virtual  war  zones. 

The  toll  that  drugs  takes  on  small  communities  across  America  is  huge.  In  the 
April  22  edition  of  U.S.  News  and  World  Report,  reporter  Victoria  Pope  paints  a 
haunting  picture  of  what  crack  has  done  to  the  small  community  of  Sandy  Level, 
Virginia.  In  graphic  terms,  she  describes  the  degradation  of  Sandy  Level's  residents 
at  the  hands  of  crack  dealers,  and  portrays  what  has  happened  to  the  once  proud 
community  of  800  founded  over  a  hundred  years  ago  by  freed  slaves. 

Crack  dealers  have  turned  Sandy  Level  into  an  enforcement  nightmare,  and  the 
local  police  are  ill-equipped  to  deal  with  the  problems  they  are  facing.  Local  police 
routinely  face  drug  traffickers  armed  with  Tech  9  semi-automatic  weapons,  and 
local  residents  cannot  rely  on  the  police  to  take  any  effective  actions  against  the 
drug  traffickers.  Residents  are  afraid  to  report  crimes  or  drug  trafficking  activity 
because  dealers  retaliate  against  anyone  who  threatens  their  livelihood. 

Despite  the  residents'  disillusionment,  we  know  that  crime  problems  can  and  have 
been  solved  through  consistent,  targeted  enforcement  actions  in  cities  and  rural 
areas  around  the  country.  The  dramatic  declines  in  crime  rates  in  cities  such  as 
New  York  and  Houston  are  the  result  of  a  determined  law  enforcement  effort,  which 
in  essence,  gives  criminals  no  quarter.  For  example  in  1995,  New  York  registered 
its  steepest  decline  in  the  crime  rate  in  23  years.  The  rate  of  violent  crime  in  New 
York  is  now  at  its  lowest  point  since  the  early  1970's  and  the  homicide  total  dropped 
from  2,245  in  1990  to  1,182  last  year.  This  was  accomplished  through  law  enforce- 
ment actions  that  targeted  criminals  at  all  levels,  including  those  whose  actions  re- 
sulted in  a  serious  decline  in  the  quality  of  life  in  New  York.  By  their  vigorous  en- 
forcement actions  and  the  willingness  to  provide  prisons  to  incarcerate  these  crimi- 
nals, progress  is  now  being  made. 

By  addressing  quality  of  life  issues — by  going  after  the  drug  dealers,  prostitutes 
and  panhandlers,  for  example,  the  police  have  been  able  to  send  a  clear  message 
that  no  crime  will  escape  the  attention  of  law  enforcement.  The  esteemed  sociologist 
James  Q.  Wilson  has  written  about  the  "broken  window"  theory:  if  we  tolerate  the 
small  degradations  of  life,  we  slowly  begin  to  accept  the  major  erosion  of  our  social 
values  and  conditions. 

DEA  subscribes  to  the  philosophy  that  we  have  two  obligations  to  the  American 
people:  to  improve  the  quality  of  life  by  removing  violent  drug  dealers  from  their 
communities,  and  to  immobilize  the  world's  most  notorious  drug  traffickers  through 
complex  investigations. 

DEA's  Response  and  Budget  Request. — Since  drugs  and  violence  have  become  such 
a  part  of  the  American  landscape,  state  and  local  law  enforcement  agencies  fre- 
quently do  not  have  adequate  resources  and  manpower  to  attack  organized  drug 
groups  with  ties  to  national  gang  organizations,  or  international  drug  syndicates. 
Residents  in  many  communities  are  also  hesitant  to  come  forward  with  information 
on  drug-related  violence  or  homicides  because  they  are  intimidated  or  have  been 
threatened. 

The  U.S.  News  and  World  Report  article  mentions  the  Drug  Enforcement  Admin- 
istration's Mobile  Enforcement  Team  Program  (MET),  which  provided  help  to  a 
nearby  town  facing  a  similar  situation  in  rural  Virginia.  In  this  article,  we  are  de- 
scribed as  "the  cavalry"  which  may  be  an  overstatement  of  our  ability  to  rescue  a 
town  from  drugs  and  violence,  but  it  is  an  accurate  description  of  how  we  see  our 
role — to  help  state  and  local  officials  deal  with  a  problem  that  often  cannot  be  suc- 
cessfully addressed  through  local  resources.  As  was  portrayed  in  Sandy  Level,  vio- 
lent drug  gangs  take  over  communities  or  sections  of  communities  and  are  the  pri- 
mary factor  in  the  escalation  of  violence  in  those  areas.  Local  agencies  do  not  always 
have  sufficient  resources  to  target  these  gangs  for  their  drug  trafficking  activities. 

DEA  has  established  Mobile  Enforcement  Teams  (MET),  comprised  of  specially 
trained  agents,  that  can  be  deployed  to  America's  communities  at  the  request  of 
local  authorities.  The  DEA  MET's  work  with  local  authorities  to  dismantle  these 
drug  organizations  and  arrest  the  criminals  who  are  perpetrating  this  senseless  vio- 
lence. By  removing  them  from  the  community  it  is  demonstrated  that  these  preda- 
tors can  be  held  accountable  for  their  crimes  and  that  cooperative  efforts  between 
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federal,  state  and  local  agencies  can  work  in  a  positive  fashion  to  return  control  of 
the  communities  to  the  citizens. 

Through  March  1st  of  this  year  the  DEA  MET  teams  have  been  deployed  to  75 
locations  across  the  country.  From  communities  as  diverse  as  Denver,  Colorado; 
Selma,  Alabama  and  Galveston  County,  Texas,  they  have  taken  enforcement  action 
that  has  resulted  in  the  arrest  of  over  1,500  drug  dealers  and  are  credited  by  local 
chiefs  and  Sheriffs  with  being  a  positive  factor  in  reducing  crimes  of  violence  in 
their  communities. 

The  fiscal  year  1997  budget  request  includes  93  positions,  of  which  60  are  Special 
Agents  and  $5.9  million  to  ensure  that  a  working  Mobile  Enforcement  Team,  com- 
prised of  10-12  Special  Agents,  is  available  in  each  of  the  20  field  divisions  across 
the  nation.  The  sixty  additional  agents  are  requested  to  assist  state  and  local  law 
enforcement  officials  who  request  presence  of  MET  teams  to  target  violent  drug  traf- 
fickers in  their  communities. 

Other  DEA  Programs  and  Budget  Requests. — DEA's  greatest  asset  is  our  work- 
force. The  men  and  women  of  DEA  are  dedicated  and  creative  public  servants  who 
are  doing  a  very  difficult  job  under  extraordinarily  difficult  circumstances.  The  so- 
phistication of  the  international  drug  traffic,  and  the  intense  demands  placed  on 
DEA  Special  Agents  and  support  staff  working  in  communities  across  the  nation  re- 
quire that  DEA  have  a  workforce  that  is  capable  of  meeting  the  inherent  demands 
of  the  job.  DEA  agents,  facing  sophisticated  adversaries,  must  be  well  equipped  and 
able  to  adjust  priorities  based  on  changing  drug  trafficking  trends  and  new  opportu- 
nities for  progress. 

For  several  years,  DEA's  infrastructure  needs  have  gone  unmet  because  of  in- 
creased personnel  and  operating  expenses,  including  increases  in  spending  for  com- 
munications and  utilities.  During  the  past  few  years,  spending  on  vehicles,  aircraft 
and  laboratories  has  been  minimal.  DEA  has  also  had  difficulty  meeting  the  costs 
of  moving  DEA's  workforce  to  new  posts  of  duty,  something  which  is  necessary  to 
ensure  agent  safety  and  meet  new  enforcement  priorities.  The  following  budget  re- 
quests address  some  of  the  critical  needs  faced  by  DEA  Agents  and  support  staff: 

Permanent  Change  of  Station  Funding:  $15.1  million. — In  order  to  maintain  the 
safety  and  integrity  of  the  DEA  Special  Agent  workforce  while  ensuring  a  rational 
career  development  system,  the  DEA  must  have  adequate  resources  to  transfer  Spe- 
cial Agents  from  one  division  to  another.  With  changing  enforcement  priorities  dic- 
tated by  shifts  in  drug  trafficking  routes  and  methods,  it  is  critical  for  the  agency 
to  be  able  to  quickly  move  personnel  to  meet  these  challenges.  For  years,  the  DEA 
has  not  been  able  to  meet  the  requirements  necessary  to  ensure  that  DEA  personnel 
are  rotated  regularly  and  provided  with  the  necessary  career  development. 

Computer  Equipment:  $24.1  million. — As  DEA's  workforce  and  demands  have 
grown,  it  is  increasingly  important  to  provide  reliable  and  efficient  systems  for  data 
processing  which  will  enhance  the  ability  of  agents  to  file  and  retrieve  data  quickly. 
The  DEA's  new,  secure  computer  system  allows  agents  to  electronically  store  and 
retrieve  information  which  is  time-sensitive.  Funding  provided  in  1997  will  continue 
the  installation  of  this  computer  system  to  additional  DEA  field  offices,  and  allow 
the  DEA  to:  analyze  information  quickly  and  communicate  with  other  law  enforce- 
ment agencies;  maintain  adequate  computer  equipment  replacements;  and  purchase 
new  equipment,  including  laptop  computers  for  field  agents  and  investigators. 

Vehicle  Fleet:  $6.7  million. — DEA  is  requesting  the  funding  necessary  to  replace 
a  portion  of  the  agency's  aging  vehicle  fleet  by  establishing  a  cost  effective  vehicle 
replacement  cycle.  For  years,  DEA  has  not  been  able  to  attend  to  its  vehicle  fleet 
needs  because  of  the  growth  of  urgent  and  competing  enforcement  priorities.  We 
have  instituted  new  procedures  and  cost  controls  to  reduce  the  average  cost  per  ve- 
hicle while  continuing  to  maintain  an  diversified  and  well-equipped  fleet  of  law  en- 
forcement vehicles. 

Without  the  requested  enhancement,  by  1997,  41  percent  of  the  agency's  vehicle 
fleet  will  have  logged  over  70,000  miles.  To  avoid  an  over-aged  vehicle  fleet,  DEA 
needs  to  replace  roughly  800  vehicles  per  year.  With  the  requested  enhancement, 
DEA  will  effectively  meet  this  criteria,  and  bring  the  portion  of  vehicles  over  70,000 
miles  down  to  15  percent  by  the  year  2000.  Providing  for  these  vehicles  is  critical 
to  both  the  complex  drug  trafficking  investigations  conducted  by  DEA,  and  the  over- 
all safety  of  the  agency's  Special  Agent  personnel. 

Aircraft  Replacement:  $2  million. — By  1997,  the  average  age  of  DEA's  air  fleet  will 
be  18  years  of  age.  The  older  an  aircraft  is,  the  more  costly  it  is  to  operate  and  the 
less  productive  it  becomes  because  of  increased  down-time.  According  to  DEA  flight 
statistics,  single-engine  fixed-wing  aircraft  greater  than  10  years  old  fly  an  average 
of  138  hours  less  per  year  and  cost  an  average  of  $248  per  hour  more  to  operate 
due  to  increased  maintenance  costs.  In  order  to  improve  upon  the  overall  condition 
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and  effectiveness  of  the  agency's  aircraft  fleet,  a  total  of  $2  million  is  requested  by 
DEA  to  establish  an  adequate  aircraft  replacement  base. 

Laboratory  Restoration:  $7  million. — Five  DEA  laboratories  are  deteriorating  and 
in  need  of  complete  reconstruction.  The  DEA  laboratory  system  has  received  praise 
and  respect  from  state  and  local  counterparts  who  depend  upon  the  work  of  these 
laboratories.  Many  labs  were  constructed  in  the  1970's,  and  since  then,  a  growing 
workload  and  increasingly  strict  health  and  safety  standards  have  made  some  of  the 
laboratories  unsafe.  The  Southwest  Lab  (San  Diego),  the  Mid-Atlantic  Lab  (Wash- 
ington, DC),  the  Southeast  Lab  (Miami),  the  Special  Testing  and  Research  Lab 
(McLean,  Virginia)  and  the  Western  Lab  (San  Francisco)  are  in  need  of  reconstruc- 
tion. Failure  to  improve  these  labs  could  adversely  affect  the  DEA's  ability  to  pro- 
vide timely,  effective  support  to  law  enforcement  operations. 

Adjustments  to  Base:  $49.4  million. — In  addition  to  the  requested  enhancements, 
$49.4  million  is  provided  in  base  program  adjustments.  These  adjustments  include 
pay  raises,  inflation,  annualization,  and  mandated  operating  expenditures.  Typi- 
cally, appropriations  realized  fail  to  totally  cover  these  expenses  and  infrastructure 
support  programs  continue  to  erode. 

Diversion  Programs:  $4.3  million  and  3  positions. — Another  important  role  for 
DEA  is  to  prevent  the  diversion  of  licit  drugs  into  the  illicit  market,  and  to  maintain 
controls  on  these  substances  and  on  chemicals  used  to  manufacture  illicit  drugs, 
such  as  methamphetamine  and  cocaine.  With  the  increased  use  of  methamphet- 
amine  among  many  segments  of  American  society,  DEA  must  work  closely  with 
wholesalers  and  retailers  to  prevent  the  illicit  use  of  chemicals  and  pharmaceuticals 
essential  to  drug  production. 

The  DEA's  1997  Congressional  Budget  request  includes  a  total  of  three  positions 
and  $4.3  million,  through  the  Drug  Diversion  Control  Fee  Account  (DDCFA),  to  im- 
prove the  management  of  the  DEA  Diversion  Control  Program,  and  provide  im- 
proved services  to  program  registrants  (including  physicians,  nurse  practitioners, 
drug  manufacturers,  and  distributors).  These  enhancements  will  work  to  establish 
a  National  Forensic  Laboratory  Information  System;  establish  additional  diversion 
investigative  units  to  assist  state  and  local  law  enforcement;  replace  obsolete  com- 
puter equipment;  revise  and  improve  the  Controlled  Substances  Act  System  Data 
Base;  and  provide  for  additional  financial/technical  support. 

CONCLUSION 

Mr.  Chairman,  and  Members  of  the  Subcommittee,  DEA  appreciates  the  support 
that  we  have  received  over  the  years  from  Congress.  We  are  working  on  the  front 
lines,  within  the  United  States  and  in  over  fifty  countries  around  the  world  to  dis- 
mantle major  trafficking  organizations  and  help  communities  eliminate  violent  drug 
traffickers. 

I  will  be  happy  to  answer  any  questions  you  might  have  or  elaborate  on  any  mat- 
ter discussed  in  my  testimony. 


Biographical  Sketch  of  Thomas  A.  Constantine 

Thomas  A.  Constantine  was  appointed  Administrator  of  the  United  States  Drug 
Enforcement  Administration  by  President  Bill  Clinton  on  March  11,  1994.  When  se- 
lected by  President  Clinton  to  head  the  nation's  lead  agency  in  drug  law  enforce- 
ment, Mr.  Constantine  had  been  serving  as  Superintendent  of  the  New  York  State 
Police. 

He  was  the  first  Superintendent  of  the  New  York  State  Police  in  over  30  years 
to  rise  through  the  ranks,  being  appointed  the  tenth  Superintendent  by  Governor 
Mario  Cuomo  in  December  1986.  In  that  capacity,  he  oversaw  a  statewide  law  en- 
forcement agency  composed  of  nearly  4,800  uniformed  and  investigative  members 
and  civilian  support  personnel.  During  his  tenure  as  Superintendent,  the  State  Po- 
lice was  honored  in  1992  as  the  first  recipient  of  the  Governor's  Excelsior  Award, 
an  award  for  excellence  of  continuing  quality  of  service  to  the  people  of  New  York 
State.  In  October  1994,  Mr.  Constantine  received  the  Governor's  Law  Enforcement 
Executive  of  the  Year  award. 

He  began  his  law  enforcement  career  in  1960  as  a  deputy  with  the  Erie  County 
Sheriffs  Department.  In  1962  he  entered  the  New  York  State  Police  as  a  uniform 
trooper  and  served  as  a  Narcotics  and  Major  Crime  Investigator,  Sergeant,  Lieuten- 
ant in  Charge  of  Recruiting,  Captain  of  the  Statewide  Organized  Crime  Task  Force, 
Major,  Troop  Commander,  Staff  Inspector,  and  Assistant  Deputy  Superintendent. 

As  Administrator  of  the  Drug  Enforcement  Administration  (DEA),  Mr.  Con- 
stantine oversees  a  workforce  of  over  7,000  Special  Agents  and  support  staff,  and 
DEA  offices  in  all  50  states  and  over  50  countries.  During  his  tenure,  he  initiated 
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new  programs  to  foster  closer  cooperation  with  state  and  local  law  enforcement 
agencies  and  to  enhance  their  ability  to  fight  violent  drug  crime.  He  has  also  di- 
rected DEA  resources  to  assist  foreign  governments  to  dismantle  the  world's  most 
powerful  drug  trafficking  organizations,  including  the  Cali  mafia. 

Administrator  Constantine  has  advanced  rigorous  integrity  and  ethics  standards 
for  DEA  employees  and  new  recruits,  decentralized  Headquarters  decision-making 
authority  and  streamlined  Headquarters  operations,  allowing  the  redeployment  of 
Special  Agents  to  the  field  to  address  the  problem  of  violent  drug  crimes  which  neg- 
atively affect  the  quality  of  life  in  the  United  States. 

In  addition  to  receiving  numerous  awards  for  his  contributions  to  his  profession, 
Mr.  Constantine  was  elected  to  and  served  on  the  Board  of  Officers  for  the  Inter- 
national Association  of  Chiefs  of  Police  (IACP)  from  October  1992  to  April  1994.  He 
is  currently  serving  as  a  member  of  the  IACP  Executive  Committee  and  is  Chair- 
man of  the  IACP  Narcotics  and  Dangerous  Drugs  Committee.  In  this  capacity,  he 
holds  a  policymaking  position  in  an  international  organization  of  police  executives 
dedicated  to  raising  the  level  of  professionalism  of  law  enforcement  worldwide. 

Mr.  Constantine  was  born  on  December  23,  1938,  in  Buffalo,  New  York.  He  holds 
a  bachelor's  degree  from  the  State  University  College  at  Buffalo  and  a  master's  de- 
gree from  the  State  University  of  New  York  at  Albany,  where  he  was  selected  as 
outstanding  graduate  student  in  1986.  He  also  has  completed  academic  work  in  a 
Doctoral  Program.  Mr.  Constantine  is  married  to  the  former  Miss  Ruth  Cryan,  and 
has  six  children  and  nine  grandchildren. 

Senator  Gregg.  Basically,  I  think  you  folks  are  doing  an  excel- 
lent job  under  very  stressful  conditions,  and  especially  your  agents 
are  to  be  congratulated,  as  are  the  FBI  agents. 

Mr.  Constantine.  Yes,  sir. 

MEXICO'S  COOPERATION 

Senator  Gregg.  I  guess  my  questioning  would  begin  with,  what 
cooperation  are  you  receiving  from  Mexico  and  can  we  ever  expect 
in  the  face  of  these  types  of  dollars  and  these  types  of  violence  to 
get  a  great  deal  of  cooperation  from  local  government  officials  who 
have  the  choice  of  either  being  corrupted  or  shot? 

Mr.  Constantine.  I  have  to  go  back.  I  only  saw  about  5  or  6 
months  of  the  previous  administration  in  Mexico.  There  were  com- 
ments that  they  were  not  fully  cooperative.  It  is  tough  for  me  to 
say.  I  have  now  met  Attorney  General  Lozano.  I  am  very  impressed 
with  him  and  his  dedication  and  his  interest. 

They  have  appointed  a  new  individual,  Melino  Ruiz,  to  be  in 
charge  of  their  INCD,  which,  in  essence,  is  their  DEA.  He  is  a  law- 
yer, like  Lozano,  from  the  opposition  party  in  Mexico,  which  is  the 
first  time  they  have  ever  done  that.  He  took  a  position  up  in  the 
state  of  Chihuahua,  which  is  around  Juarez,  to  clean  up  a  great 
deal  of  corruption  in  the  state  police  there.  He  is  recognized  for 
having  achieved  that  and  having  done  a  very  good  job  with  that. 
He  has  been  there  for  about  2  or  3  months. 

The  people  in  DEA  who  have  watched  this  for  a  period  of  time 
are  more  optimistic  than  they  have  ever  been  about  the  commit- 
ment of  this  particular  group  of  people  to  make  a  change. 

The  problem  is,  I  think  that  everybody  recognizes,  you  have  tre- 
mendously powerful  organized  crime  syndicates  who  have  billions 
of  dollars,  a  great  deal  of  technology  at  their  hands,  and  the  gov- 
ernment is  now  trying  to  be  able  to  match  that.  That  is  going  to 
be  a  challenge. 

I  tell  people  to  go  back  to  a  point  in  time  when  organized  crime 
had  a  great  deal  of  influence  in  the  United  States,  and  I  can  hon- 
estly tell  you,  when  I  was  with  the  State  police  and  working  on  the 
organized  crime  task  forces,  there  were  cities  in  New  York  State 
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where,  when  I  wanted  to  do  a  gambling/loan  sharking  operation, 
that  the  police  officials  made  sure  that  a  marked  police  unit  fol- 
lowed me  virtually  everywhere  I  was  going  so  that  everybody  in 
town  knew  that  we  were  conducting  that  investigation. 

And  when  I  eventually  did  take  down  some  of  the  gambling  insti- 
tutions, the  head  of  one  of  the  vice  squads  called  to  really  kind  of 
relay  a  threat  that  they  were  going  to  burn  my  house  down,  and 
it  was  obviously  that  he  was  somehow  connected  to  the  organized 
crime/gambling  interest. 

So  I  have  always  told  people  to  be  a  little  careful  about  looking 
askance  at  everybody  else.  But  I  have  to  tell  you,  it  is  going  to  be, 
I  think,  a  critical  3  or  4  years  to  get  a  handle  on  these  groups  in 
Mexico  because  I  think  we  can  see  in  Colombia,  if  they  are  left  un- 
checked for  a  substantial  period  of  time,  they  have  the  ability  to 
influence  an  entire  government.  It  is  only  through  what  I  think  are 
heroic  efforts  on  the  part  of  some  key  people  in  Colombia  that  we 
are  now  aware  of  just  the  level  of  influence  that  these  individuals 
have  had  within  that  particular  criminal  justice  system  and  what 
dope  trafficking  can  do  to  you  or  what  organized  crime  can  do  to 
you. 

So  I  think  the  proof  of  this  will  be  in  the  next  year  or  two.  Gen- 
eral McCaffrey  and  the  Deputy  Attorney  General  have  gone  down 
to  Mexico.  They  have  made  progress  that  is  important  to  us  in  law 
enforcement  in  being  able  to  establish  some  units  that  we  will  be 
confident  in  working  with.  So  I  have  seen  numbers  of  things  that 
have  happened  within  the  last  probably  4  or  5  or  6  months  that 
are  positive,  but  there  is  a  long  ways  to  go. 

DEA  AND  FBI  CENTRALIZED  LABORATORY 

Senator  Gregg.  On  the  technical  side,  you  have  a  number  of  lab- 
oratories. Have  you  ever  worked  with  the  FBI?  They  are  building 
a  new  laboratory.  Why  do  you  need  all  your  regional  laboratories 
and  why  does  the  FBI  have  its  laboratory?  Can  you  not  work  to- 
gether? 

Mr.  Constantine.  We  have  looked  at  that.  We  have  an  advisory 
council  that  works  with  the  laboratories.  The  evidence  that  the 
DEA  handles  and  the  nature  of  the  evidence  and  the  way  it  has 
to  be  done  is  much  different  than  the  forensic  laboratory.  If  you  are 
sending  evidence  to  the  FBI  laboratory  from  the  New  York  State 
Police  on  a  homicide  investigation,  you  could  probably  fit  it  all  in 
a  box  that  weighed  about  50  pounds,  of  hair  samples,  blood,  body 
fluids,  dirt,  filings,  ballistics. 

We  seize  tons  of  cocaine  for  analysis  and  the  people  who  are  not 
only  the  people  who  are  the  analysts  of  the  evidence  and  have  to 
control  the  security  have  to  be  available  for  immediate  hearing  to 
be  able  to  testify  in  a  quick  turnaround  on  the  drug  investigation. 
So  the  ability  to  do  that  for  ourselves  and  other  Federal  agencies, 
I  believe,  is  better  done  regionally. 

I  have  looked  at  it  myself  and  the  idea  of  would  a  centralized 
laboratory  be  more  efficient,  even  within  DEA.  It  is  my  opinion, 
after  looking  at  it,  and  I  have  to  tell  you,  I  entered  into  it  coming 
from  a  background  of  a  centralized  forensic  laboratory  with  the 
State  police,  so  I  probably  had  a  little  bit  of  a  built-in  bias  for  cen- 
tralization, but  I  am  now  a  believer  in  the  fact  that  the  decen- 
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tralization  of  these  narcotics  analysis  laboratories  is  important  to 
operate  in  that  fashion. 

DEA  TRAINING  AT  QUANTICO 

Senator  GREGG.  You  are  training  down  at  Quantico.  Can  you  de- 
scribe your  view  of  the  facilities  situation  and  what  you  need  in  fa- 
cilities down  there  with  your  expansion  in  agents  that  is  coming 
on? 

Mr.  Constantine.  You  have  two  things.  You  have  a  strain  on  the 
facility  for  the  training  of  basic  agents.  Now,  the  FBI  has  not  only 
the  training  of  their  basic  agents  but  they  also  do  National  Acad- 
emy training,  which  is  much  sought  after  by  police  officials 
throughout  the  United  States,  as  well  as  their  LEADS  program 
and  their  NEI  program. 

We  just  have  room  in  there  for  a  basic  agent  training  program 
and  we  are  really  kind  of  tenants  within  their  building  presently. 
In  the  past,  DEA  used  to  train  people  down  in  Georgia.  As  there 
was  a  need  in  the  mid-1980's  to  bring  these  two  agencies  together, 
the  DEA  training  was  brought  up  to  the  FBI  Academy.  At  that 
point  in  time,  in  the  mid-1980's,  there  was  a  spot  of  land  given  to 
the  facility  for  the  training  of  drag  agents  and  for  the  Justice  De- 
partment. That  land  is  still  in  those  deeds  and  there  has  been  $11 
million  spent  on  the  preparation  of  that  land  and  the  architectural 
and  engineering  work  for  an  academy. 

In  addition  to  the  problem  of  the  strain  on  that  building  for  basic 
agent  training  and  National  Academy,  one  of  the  things  that  I 
thought  needed  to  be  strengthened  was  in  the  area  of  training. 

There  had  been  a  large  effect  on  the  part  of  the  Federal  Govern- 
ment on  State  and  local  law  enforcement  to  increase  their  hiring 
standards  and  to  increase  their  training  standards  and  virtually 
through  the  CALEA  standards  and  the  various  State  accreditation 
committees,  almost  a  mandate  that  you  have  in-service  training, 
supervisory  training,  in-service  training  for  supervisors. 

I  found  that  there  was  no  in-service  training  in  the  DEA  and 
probably  in  the  FBI,  although  I  cannot  speak  for  them  or  any  of 
the  other  agencies.  I  do  not  think  there  is  any  organized  in-service 
training  program,  and  our  supervisory  training  was  sometimes  2 
years  after  the  individual  was  promoted  to  the  rank  of  supervisor. 
In  part,  it  was  a  lack  of  capacity. 

So  as  I  go  every  week,  and  I  try  to,  to  all  of  these  training  pro- 
grams, I  have  to  either  drive  to  a  hotel  in  Dumfries,  or  the  Marine 
Corps  base  at  Quantico,  or  over  to  a  facility  at  Xerox  in  Leesburg 
where  we  have  to  farm  out  all  of  this  training  that  we  are  pres- 
ently doing.  So  we  are  paying  probably  $50  or  $60  a  day  per  stu- 
dent as  we  farm  the  individuals  out. 

I  would  say,  if  you  look  toward  the  future,  if  money  would  ever 
become  available,  where  it  is  really  becoming  like  Fram  oil  filters. 
You  either  pay  now  or  you  pay  later,  because  I  suspect  there  are 
going  to  be  even  increasing  more  mandates  on  law  enforcement, 
and  Federal  law  enforcement  maybe  particularly,  for  training  and 
development  and  that  will  increase  a  great  deal  of  the  pressure  on 
that  facility,  which  is  beyond  its  capacity  right  now. 
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Senator  Gregg.  So  you  spent  $11  million  on  the  preliminary  en- 
gineering. Do  you  know  how  much  it  would  cost  to  complete  the  fa- 
cility? 

Mr.  Constantine.  I  believe  it  is  about  $28  or  $29  million.  I 
thought  it  was  $25  million  originally  and  people  tell  me  the  infla- 
tion has  now  changed  that  cost  to  $28  or  $29  million. 

ADDITIONAL  COMMITTEE  QUESTIONS 

Senator  GREGG.  Again,  I  want  to  congratulate  your  agency.  I 
think  you  are  doing  a  good  job  and  we  are  certainly  going  to  try 
to  continue  to  support  you  aggressively  in  this  committee.  Thank 
you. 

Mr.  Constantine.  Thank  you,  Senator.  I  appreciate  it. 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  administration  for  response  subsequent  to  the 
hearing:! 

Questions  Submitted  by  Senator  Judd  Gregg 
personnel 

Question.  DEA  began  fiscal  year  1996  with  228  fewer  Special  Agents  and  79  fewer 
investigators  than  authorized.  DEA's  current  2-year  hiring  plan  would  close  both 
gaps  by  the  end  of  the  fiscal  year  and  in  fiscal  year  1997,  try  to  exceed  the  re- 
quested increase  in  authorized  positions.  For  various  reasons,  DEA  failed  to  hire- 
up  as  planned  in  fiscal  year  1996.  Please  explain  (a)  why  DEA  began  fiscal  year 
1996  with  staffing  below  authorized  levels?  and  (b)  what  changes  have  been  made 
to  DEA's  hiring/recruitment  process  to  try  to  meet  or  exceed  the  staffing  levels  re- 
quested in  the  fiscal  year  1997  budget? 

Answer.  Prior  to  1996,  a  three-year  hiring  freeze  was  in  place,  which  forced  DEA 
to  dismantle  much  of  its  recruitment  infrastructure  and  reduce  its  training  capabil- 
ity. When  authority  to  hire  was  restored  by  the  Congress,  DEA  had  to  rebuild  much 
of  this  system  from  scratch.  DEA  was  concerned  that  only  the  best  available  can- 
didates be  selected  to  fill  existing  vacancies.  This  was  particularly  true  at  a  time 
when  law  enforcement  officers,  particularly  Federal  law  enforcement  officers,  were 
under  increased  public  scrutiny  regarding  their  integrity  and  conduct. 

When  we  began  the  hiring  process  again,  Administrator  Constantine  initiated 
both  psychological  testing  and  polygraph  verification  of  background  information  to 
ensure  that  DEA  would  be  hiring  the  best  candidates.  A  staff  of  dedicated  adminis- 
trative specialists,  medical  screeners,  polygraphers,  background  investigators,  and 
trainers  is  now  in  place.  This  infrastructure  has  been  augmented  by  headquarters 
staff  to  ensure  that  all  agent  vacancies  are  filled  by  the  end  of  fiscal  year  1996.  On 
an  annual  basis,  this  infrastructure  will  be  able  to  field  500  new  special  agents  be- 
ginning in  fiscal  year  1997.  DEA's  efforts  are  now  paying  off.  The  May  Basic  Agent 
Training  Class  was  filled  to  capacity  at  50  candidates,  and  the  June  class  is  also 
projected  to  by  filled.  By  the  end  of  fiscal  year  1996,  DEA  projects  that  all  Special 
Agent  vacancies  will  be  filled. 

Question.  The  successful  Mobile  Enforcement  Team  (MET)  program  was  initiated 
last  year.  There  are  currently  15  teams  of  10-12  agents  who  come  into  a  community 
at  the  request  of  state  or  local  law  enforcement.  The  request  would  provide  suffi- 
cient resources  to  implement  the  MET  program  in  all  remaining  DEA  field  division 
offices  (5  more  teams,  bringing  the  total  to  20).  By  all  accounts,  this  has  been  a  suc- 
cessful program  with  more  than  50  deployments  this  past  year.  Please  describe  for 
the  Committee  how  this  new  initiative  has  been  received  by  state  and  local  law  en- 
forcement. 

Answer.  DEA's  MET  initiative  has  received  the  overwhelming  support  and  en- 
dorsement of  state  and  local  law  enforcement  officials  across  the  country.  The  Inter- 
national Association  of  Chiefs  of  Police  (IACP)  enthusiastically  supports  the  MET's 
concept  and  encourages  local  agencies  to  utilize  MET  resources  wherever  they  are 
needed. 

DEA  has  received  numerous  letters  of  approval  and  positive  feedback  from  local 
chiefs  and  sheriffs  who  have  used  the  MET's  to  remove  violent  drug  traffickers  from 
their  communities.  In  a  recent  survey  of  these  individuals,  the  overwhelming  major- 
ity rated  the  quality  of  the  MET  strategy  as  being  outstanding  (88  percent),  and 
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agreed  (86  percent)  that  the  MET's  were  effective  in  reducing  the  presence  of  street 
gangs  in  their  jurisdictions.  The  MET  initiative  is  being  pursued  in  both  urban,  sub- 
urban, and  rural  communities  and  is  a  visible  commitment  by  Federal  law  enforce- 
ment to  bolster  state  and  local  agencies  in  their  battle  against  violent  drug  preda- 
tors. 

INFRASTRUCTURE  IMPROVEMENTS 

Question.  The  fiscal  year  1997  budget  requests  $15.1  million  for  Permanent 
Change  of  Station  moves.  Please  explain  in  more  detail  why  this  funding  is  needed. 

Answer.  DEA's  permanent  change  of  station  (PCS)  requirement  is  predicated  on 
the  need  to  move  personnel  to  meet  mission  priorities,  provide  for  adequate  career 
development  opportunities,  and  ensure  Special  Agent  integrity.  Over  the  course  of 
a  20  to  25  year  career,  a  DEA  Special  Agent  typically  will  experience  PCS  moves 
three  to  four  times  for  career  development  purposes.  The  goal  of  DEA's  career  devel- 
opment plan  is  to  assist  Special  Agents  attain  their  highest  level  of  competence, 
while  developing  a  highly  capable  managerial  corps.  These  goals  are  best  achieved 
through  varied  assignments. 

DEA's  PCS  policy  also  takes  into  consideration  the  need  to  move  personnel  in 
order  to  safeguard  the  overall  integrity  of  its  Special  Agent  work  force.  This  is  par- 
ticularly true  concerning  narcotics  enforcement  positions.  There  is  ample  evidence 
of  problems  that  have  arisen  in  the  field  when  personnel  are  left  in  place  in  narcot- 
ics units  for  extended  periods  of  time.  The  periodic  movement  of  agents  in  and  out 
of  these  units,  serves  as  a  protection  against  complacency  and  corruption. 

DEA  would  expect,  in  a  normal  year,  assuming  average  attrition  and  no  budget 
enhancements,  to  transfer  approximately  700  Special  Agents  or  20  percent  of  its 
Special  Agent  work  force.  Over  the  period  from  1990  to  1994,  DEA  has  averaged 
only  347  Special  Agent  transfers  annually,  with  a  low  of  202  in  1993  and  a  high 
of  682  in  1991.  When  all  PCS  moves  (Special  Agent  and  non-Special  Agent)  are  con- 
sidered for  this  same  period,  DEA  has  averaged  495  PCS  moves,  with  a  low  of  267 
in  1993  and  a  high  of  1,030  in  1991. 

During  1995,  the  situation  was  more  complicated  because  of  the  hiring  of  addi- 
tional new  Special  Agents,  the  need  to  transfer  60  Special  Agents  from  Head- 
quarters to  the  field  due  to  a  Headquarters  reorganization,  and  the  higher  than  ex- 
pected attrition  rate  for  Special  Agents  and  non-Special  Agents.  From  1990  to  1994, 
the  average  attrition  rate  for  all  employees  was  312  annually,  compared  to  410  em- 
ployees leaving  during  1995.  During  the  same  time  frame,  the  average  attrition  rate 
for  Special  Agents  was  110  annually,  compared  to  206  Special  Agents  leaving  during 
1995.  The  206  retirees  included  several  senior/executive  level  personnel,  which  re- 
sulted in  a  ripple  effect  for  PCS  movement. 

DEA  is  requesting  $15.5  million  in  order  to  establish  a  permanent  PCS  funding 
base  of  $28  million.  At  this  level,  DEA  would  be  able  to  achieve  the  transfer  of  ap- 
proximately 700  agents  per  year.  This  base  would  allow  DEA  to  meet  its  established 
career  development  guidelines,  thereby  working  to  provide  for  a  highly  competent 
and  diversely  skilled  Special  Agent  work  force.  Without  the  additional  funding,  DEA 
may  be  forced  to  lengthen  the  tours  of  its  Special  Agent  work  force.  Over  the 
longterm,  extended  tours  would  adversely  effect  the  quality  and  competency  of  the 
agency's  Special  Agents,  as  well  as  pose  additional  concerns  in  the  area  of  safety 
and  integrity  assurance. 

The  increase  in  the  PCS  funding  will  enable  DEA  to  manage  its  human  resources 
better  by  moving  employees  in  a  more  orderly  and  less  stressful  manner.  Insuffi- 
cient PCS  funding  causes  a  backlog  in  transfers,  which  forces  DEA  to  wait  until  the 
following  fiscal  year  to  transfer  the  employee  and  family.  This  has  caused  many 
families  to  relocate  after  the  new  school  year  has  commenced.  In  addition,  the  inter- 
national program  calls  for  specific  tours  of  duty  overseas.  As  Special  Agents  and 
their  families  are  brought  back  to  the  United  States,  it  is  imperative  that  a  vacancy 
be  filled  immediately  to  maintain  continuity  and  liaison  with  the  foreign  govern- 
ment. 

Question.  Last  year,  the  Senate  tried  to  provide  DEA  with  funds  for  maintenance 
of  aircraft.  The  House  was  reluctant  to  do  so.  Please  explain  why  aircraft  are  critical 
to  DEA  operations. 

Answer.  Aircraft  are  used  to  support  DEA's  enforcement  mission  by  conducting 
surveillance,  undertaking  marijuana  eradication  efforts,  gathering  intelligence,  con- 
ducting undercover  operations,  and  providing  logistical  support.  This  is  true  both 
domestically,  as  well  as  internationally. 

The  use  of  air  resources  increases  the  effectiveness  of  DEA's  enforcement  effort 
by  offering  speed,  mobility,  and  other  qualities  unique  to  aircraft  operations.  In 
1995,  DEA  aircraft  flew  over  9,500  air  missions  in  support  of  enforcement  oper- 
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ations.  Another  730  missions  could  not  be  supported  for  a  variety  of  reasons  includ- 
ing aircraft  maintenance  or  lack  of  aircraft. 

There  are  many  cases  that  illustrate  the  invaluable  contribution  of  aviation  sup- 
port in  enforcement  operations.  In  one  case,  a  DEA  aircraft  equipped  with  a  long- 
range  video  camera  was  used  to  maintain  surveillance  of  a  primary  defendant  in 
a  case.  The  defendant  was  very  well  trained  in  counter  surveillance  techniques, 
which  made  ground  surveillance  almost  impossible.  The  DEA  aircraft  flew  at  an  al- 
titude of  3,500  to  5,000  feet,  which  was  beyond  obvious  viewing  range.  DEA  was 
able  to  videotape  the  defendant's  activities,  which  included  visiting  several  ware- 
houses where  the  cocaine  was  stored.  This  operation  resulted  in  10  arrests,  includ- 
ing two  suspects  who  were  described  as  key  U.S.  managers  of  the  Cali  drug  smug- 
gling cartel.  It  also  resulted  in  the  seizure  of  6,671  kilos  of  cocaine  and  a  total  of 
18  bank  accounts  containing  $1.6  million. 

In  order  to  provide  this  critical  support  to  DEA  enforcement  operations,  DEA 
must  have  flight-worthy  aircraft  for  each  mission  along  with  a  fully-qualified  avia- 
tion crew.  The  average  age  of  DEA's  air  fleet  is  18  years.  Currently,  DEA  has  no 
funding  base  to  replace  aging  aircraft.  In  addition,  approximately  one-half  of  DEA's 
air  fleet  was  seized  from  drug  traffickers.  Often,  maintenance  records  are  not  avail- 
able for  seized  aircraft.  DEA  does  not  receive  funds  to  maintain  these  aircraft  since 
they  were  not  acquired  through  the  budget  process.  DEA  has  to  divert  funds  from 
other  priority  programs  in  order  to  maintain  its  air  fleet. 

In  1995,  DEA  was  not  able  to  identify  additional  funds  for  the  aviation  program, 
consequently,  DEA  was  forced  to  excess  24  aircraft.  Reducing  the  number  of  aircraft 
in  the  fleet  is  a  last  resort  for  DEA.  Once  aircraft  are  excessed,  the  support  to  en- 
forcement operations  is  damaged  and  rebuilding  would  take  years,  if  it  can  ever  be 
accomplished.  Funding  for  this  program  is  critical  if  DEA  is  going  to  maintain  a 
flight-worthy  air  fleet  and  continue  to  support  DEA  enforcement  efforts. 

CONSTRUCTION 

Question.  The  FBI  has  one  national  lab  that  services  law  enforcement  across  the 
country.  DEA  currently  has  8  regional  labs.  As  I  understand  it,  the  fiscal  year  1997 
request  is  part  of  a  3-year  program  to  replace  5  of  their  existing  facilities.  In  fiscal 
year  1996,  we  provided  the  first  increment  of  funding  for  a  new  FBI  lab.  Was  any 
thought  given  to  allowing  DEA  to  share  a  portion  of  the  new  FBI  lab? 

Answer.  Yes.  In  developing  its  initial  request  for  funding  the  construction  of  a 
new  laboratory,  the  FBI  proposed  to  consolidate  the  functions  of  the  FBI  Laboratory 
with  DEA's  Special  Testing  and  Research  Laboratory  and  INS's  Forensic  Document 
Laboratory  into  one  facility.  This  proposal  was  submitted  to  the  Directorate  of  Inter- 
agency Policies  (DIAP)  and  reviewed  by  the  Interagency  Laboratory  Working  Group 
(ILWG),  a  study  team  composed  of  representatives  from  DOJ,  DEA,  FBI  and  INS. 

The  ILWG  studied  the  requirements  of  each  laboratory  and  performed  a  cost  ben- 
efit analysis.  Following  a  review  of  its  findings,  the  members  of  the  ILWG  unani- 
mously recommended  against  consolidating  facilities  because  no  cost  savings  would 
be  realized.  This  issue  is  currently  with  the  DIAP,  which  is  considering  whether  or 
not  further  study  is  warranted. 

Question.  What  do  you  view  as  the  greatest  need  at  the  FBI  Academy  at 
Quantico? 

Answer.  For  DEA,  the  greatest  need  at  the  FBI  Academy  is  additional  classrooms, 
dormitory  rooms,  and  office  space  to  provide  for  the  training  requirements  of  its  em- 
ployees. These  needs  are  supported  by  a  study  completed  by  the  Department  of  Jus- 
tice in  May  1991,  which  compared  various  training  alternatives  that  would  most  ef- 
ficiently and  cost  effectively  satisfy  the  training  requirements  of  DEA  and  the  FBI 
at  the  FBI  Academy  in  Quantico,  Virginia.  The  Attorney  General  notified  the  Office 
of  Management  and  Budget  in  a  memorandum  on  May  13,  1991,  that  the  most  effi- 
cient and  cost  effective  means  of  addressing  critical  DEA  and  FBI  training  needs 
was  to  pursue  a  modest  expansion  of  the  FBI  Academy. 

Designs  have  been  completed  for  an  FBI  Training  Annex,  which  will  become  an 
integral  part  of  the  existing  FBI  Academy.  The  FBI  Annex  consists  of  a  modest  125- 
room,  double-occupancy  dormitory  (250  residents  maximum),  a  cafeteria,  eight  class- 
rooms (including  classrooms  designed  specifically  for  international  training),  a  ware- 
house, and  necessary  office  space.  To  date,  a  total  of  $11.2  million  has  been  ex- 
pended on  this  project  including  $3.5  million  on  design  and  $7.7  million  on  water, 
sewage,  roadwork,  and  security  upgrades. 

The  new  facility  will  enable  DEA  to  provide  for  its  anticipated  training  require- 
ments in  a  central  location.  These  training  requirements  include  Basic  Agent  Train- 
ing (BAT),  advanced  and  in-service  courses,  and  supervisory  management  and  exec- 
utive level  training.  DEA  will  also  conduct  international  training  seminars  for  for- 
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eign  counterparts  at  the  FBI  Annex.  Currently,  only  the  BAT  classes  are  held  at 
the  FBI  Academy  and  the  remaining  classes  are  held  in  public  facilities  (hotels,  etc.) 
around  the  United  States  at  a  considerably  higher  cost. 

An  expansion  of  the  FBI  Academy  would  provide  substantial  costs  savings  to  both 
DEA  and  FBI.  The  remaining  construction  costs  associated  with  the  building  of  the 
FBI  Annex  are  estimated  at  $29,306,000.  If,  through  this  construction,  DEA  and 
FBI  were  both  able  to  hold  classes  at  the  Academy  as  opposed  to  public  facilities, 
it  is  estimated  that  the  two  agencies  would  save  a  combined  $3,585  million  per  year 
(with  DEA  saving  roughly  $2,999  million  per  year  and  the  FBI  would  save  roughly 
$586,000  annually).  The  savings  accrued  would  thus  pay  for  the  remaining  costs  as- 
sociated with  the  Academy  expansion  project  in  roughly  eight  years. 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 


Question.  Administrator  Constantine,  scarcely  a  week  goes  by  without  a  news- 
paper article  describing  how  Mexico  has  become  taken  over  by  drug  lords. 

You  have  a  number  of  DEA  agents  in  Mexico  conducting  joint  operations,  as  well 
as  a  number  of  agents  on  the  border — how  would  you  assess  the  Mexican  Federal 
Government  and  State  Governments'  cooperation?  How  can  you  share  information 
without  it  being  compromised? 

Answer.  DEA  deals  with  Mexican  counterparts  at  the  Federal,  rather  than  state 
level.  The  Mexican  Federal  Judicial  Police  and  the  National  Institute  for  Combating 
Drugs  are  directly  involved  with  DEA  on  major  joint  investigations. 

Cooperation  is  improving.  Under  the  agreements  reached  between  our  countries, 
the  bilateral  border  task  forces  are  the  mechanism  whereby  sensitive  information 
is  passed  to  the  Mexican  Government  (GOM).  We  are  working  with  the  GOM  to  de- 
velop a  system  to  facilitate  the  exchange  of  law  enforcement  information  which  can 
lead  to  the  arrest  of  major  drug  traffickers. 

Question.  During  the  Carlos  Salinas  administration,  we  used  to  hear  about  un- 
precedented cooperation.  Now  we  find  out  that  his  Director  of  Drug  Interdiction,  the 
Deputy  Attorney  General  of  Mexico,  ended  up  in  a  New  Jersey  courtroom  accused 
of  taking  bribes  from  the  drug  cartels.  Time  magazine  reported  last  year  that  Carlos 
Salinas'  chief  of  staff  had  a  close  relationship  with  a  woman  associated  with  a  major 
Mexican  drug  cartel. 

What  is  so  different  about  the  Zedillo  Administration?  Seventy  percent  of  the  co- 
caine coming  into  the  U.S.  is  still  coming  through  Mexico. 

Answer.  For  the  first  time  ever,  the  President  of  Mexico  appointed  an  Attorney 
General  (AG)  who  is  from  the  opposition  party.  AG  Lozano  has  been  given  free  reign 
to  investigate  allegations  of  high  level  corruption  in  cases  such  as  the  Ruiz-Massieu 
and  Colossio  assassinations. 

Also,  President  Zedillo  is  taking  concrete  steps  to  reform  the  government  infra- 
structure in  order  to  fundamentally  tackle  these  well-established  drug  organizations 
more  effectively.  The  recent  passage  of  the  organized  crime  legislation  was  a  critical 
first  step  in  broadening  law  enforcement  authority  in  basic  areas  such  as  electronic 
surveillance,  witness  protection,  utilization  of  informants/undercover  agents,  plea 
bargaining,  conspiracy  and  chemical  and  money  laundering. 

Additionally,  in  March  1996,  the  GOM's  Public  Security  Law  became  effective. 
This  new  law  aims  to  professionalize  and  modernize  the  police  agencies  throughout 
the  Republic  of  Mexico.  Each  agency  is  charged  with  developing  measures  to  develop 
the  law  enforcement  infrastructure,  such  as  comprehensive  background  investiga- 
tions, adopting  a  code  of  conduct/ethical  rules  and  rotation  of  personnel  to  help  min- 
imize corruption.  Real  progress  in  the  law  enforcement  arena  in  Mexico  ultimately 
depends  more  on  basic  reforms  to  the  legislative,  judicial,  and  law  enforcement  sys- 
tems, than  solely  on  drug  seizures  and  arrests.  The  high  volume  of  cocaine  that 
crosses  our  mutual  border  is  of  great  concern  to  both  governments  and  compels  us 
to  act  jointly  in  combating  this  threat. 

Question.  To  what  extent  is  the  current  trafficking  through  our  land  border  the 
result  of  our  investment  in  Customs  and  Defense  air  assets  and  our  ability  to  inter- 
dict drug  flights  successfully  in  the  southeastern  U.S.? 

Answer.  Smuggling  along  the  southwest  border  consists  primarily  of  overland 
smuggling,  although  there  are  sporadic  reports  of  smuggling  by  private  air.  We  be- 
lieve this  reliance  by  traffickers  on  overland  smuggling  is  the  result  of  a  combina- 
tion of  factors:  (1)  the  2,000-mile  USVMexican  border  provides  near-limitless  oppor- 
tunities for  smuggling  activities — only  a  fraction  of  the  vehicles  crossing  each  day 
can  be  examined;  (2)  the  investigative  and  interdiction  efforts  at  the  border,  which 
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have  effectively  countered  the  air  threat;  and  (3)  the  presence  at  the  border  of  the 
Aerostats,  which  serve  as  a  deterrence  to  air  smuggling. 

Effective  interdiction  efforts  in  the  Caribbean  in  the  late  1980's  led  traffickers  to 
seek  alternative  routes  to  transport  cocaine  into  the  U.S.  This  resulted  in  the  shift 
in  smuggling  to  the  U.SVMexican  border.  Efforts  are  now  underway  between  our 
countries  to  counteract  this  mutual  threat. 

OPERATION  SNOWCAP 

Question.  Is  Operation  Snowcap  in  Bolivia  and  Peru  over  now? 

Answer.  Yes.  DEA's  Operation  Snowcap  was  formally  brought  to  a  close  on  Sep- 
tember 30,  1995.  It  should  be  noted,  however,  that  this  program  was  neither  de- 
signed nor  envisioned  to  be  a  permanent  program.  When  implemented  in  1989, 
Snowcap  was  to  be  a  three-year  initiative  which  targeted  cocaine  production  facili- 
ties and  transshipment  points.  Initial  Snowcap  investigations  and  operations  pro- 
duced enough  intelligence  that  the  program  was  eventually  extended.  Each  exten- 
sion of  Snowcap  program  was  preceded  by  an  internal  DEA  management  review/ 
study.  Depending  on  the  outcome  of  the  review,  which  was  largely  shaped  by  the 
existing  cocaine  trafficking  threat,  the  program  was  adjusted  and  modified. 

In  1991,  the  first  major  modification  of  the  program  took  place,  resulting  in  the 
downsizing  of  temporary  duty  teams  and  the  increasing  of  permanent  Special  Agent 
staff  throughout  Bolivia.  Periodic  reviews  continued  until  September  1994,  when  a 
phased  drawdown  of  the  program  was  developed  and  implemented.  This  drawdown 
was  based  on  the  growing  concern  that  the  system  of  using  temporary  duty  (TDY) 
personnel  to  facilitate  Snowcap  operations  was  extremely  inefficient  and  was  det- 
rimentally impacting  the  agency's  domestic  enforcement  operations.  In  an  effort  to 
parallel  the  withdrawal  of  temporary  duty  Special  Agents,  the  permanent  staffing 
level  of  the  DEA  country  office  in  Peru  was  also  increased. 

Today,  law  enforcement  functions  formerly  performed  by  Operation  Snowcap  TDY 
agents  have  been  gradually  assumed  by  host  country  law  enforcement  personnel 
and  additional  DEA  agents  permanently  assigned  to  Bolivia  and  Peru.  The  original 
function  of  the  Snowcap  teams  was  interdiction  (drug  suppression).  The  teams  were 
established  at  a  time  when  drug  interdiction  was  the  primary  counterdrug  initiative 
in  source  and  transit  countries.  Today,  our  counterdrug  efforts  in  these  countries 
are  much  broader,  and  include  an  entire  range  of  activities,  including  planning  and 
intelligence  assistance,  and  law  enforcement  training  programs.  This  approach  re- 
quires that  Bolivian  and  Peruvian  counterdrug  forces  now  conduct  interdiction  oper- 
ations on  their  own  with  less  direct  DEA  participation.  Through  the  use  of  host  na- 
tion law  enforcement  training  and  other  support  programs,  DEA  continues  to  move 
toward  its  ultimate  goal  of  complete  self-silfficiency  for  drug  law  enforcement  per- 
sonnel in  the  major  Latin  American  source  countries. 

Question.  What  was  your  final  assessment  of  DEA's  accomplishments  under 
Snowcap? 

Answer.  The  greatest  accomplishment  of  the  Snowcap  program  was  the  wealth  of 
intelligence  it  gleaned  and  the  professionalization  of  Bolivian  and  Peruvian 
counterdrug  police  institutions. 

Snowcap  teams  operated  with  host  nation  police  authorities  in  cocaine  production 
areas  void  of  law  enforcement  and  rife  with  corruption.  In  the  process  of  destroying 
more  than  500  cocaine  production  facilities  and  seizing  12  metric  tons  of  cocaine 
products,  along  with  85  aircraft,  Snowcap  teams  unearthed  vast  amounts  of  new  in- 
telligence dealing  with  cocaine  production  methods,  trafficking  patterns,  production 
and  transportation  organizations,  and  communications  networks.  This  intelligence 
led  to  the  revamping  of  the  U.S.  Government's  cocaine  production  assessment,  an 
increased  understanding  of  trafficker  capabilities,  and  caused  the  continued  re-fo- 
cusing of  U.S.  Government  counterdrug  policies  and  operations  throughout  Latin 
America. 

In  the  areas  of  institution  building,  there  now  exist  highly  skilled  and  professional 
units  within  the  Bolivian  and  Peruvian  police  that  were  developed  through  Oper- 
ation Snowcap.  Highly  trained  and  professional  special  intelligence  units,  in  both 
the  Bolivian  and  Peruvian  national  police,  grew  out  of  the  Snowcap  program.  Var- 
ious task  forces  and  operational  planning  groups,  initially  begun  to  perform  interdic- 
tion missions,  have  evolved  and  transitioned  into  highly  successful  investigative  ele- 
ments that  take  on  their  country's  highest  level  violators  and  also  operate  in  the 
international  arena. 

In  sum,  Operation  Snowcap  advisory  teams  enabled  two  nations,  subjugated  by 
the  drug  trade  in  their  countries,  to  make  a  stand  and  begin  to  advance  against  an 
ever  growing  drug  menace. 

Question.  Were  all  the  positions  moved  to  create  Mobile  Enforcement  Teams? 
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Answer.  Yes.  All  120  of  the  Special  Agent  positions  assigned  to  DEA's  domestic 
field  divisions  for  temporary-duty  (TDY)  deployment  in  support  of  Operation  Snow- 
cap  were  formally  reprogrammed  during  1995  to  staff  the  agency's  Mobile  Enforce- 
ment Team  (MET)  initiative. 

DEA  LABS  TOO? 

Question.  Your  budget  requests  $7  million  to  begin  a  three  year  program  to  re- 
build DEA's  laboratories.  We  are  already  funding  a  $150  million  FBI  laboratory. 
Why  can't  we  accommodate  DEA's  requirements  in  the  new  lab? 

I  thought  that  this  was  exactly  why  Attorney  General  Reno  set  up  the  DIAP  (Di- 
rector of  Investigative  Agency  Policy)  so  we  could  get  efficiencies  and  stop  redun- 
dancy. 

Answer.  DEA's  laboratory  system  differs  significantly  from  the  FBI's  in  that  it  is 
regionally  based  and  devoted  almost  exclusively  to  drug  analysis.  The  geographic 
proximity  of  DEA's  regional  laboratories  to  major  centers  of  drug  trafficking  ensures 
heightened  access  for  DEA,  Federal  (including  the  FBI),  state  and  local  enforcement 
personnel  to  critical  laboratory  services  and  superior  customer  service.  This  decen- 
tralized system  facilitates  the  transfer  of  evidence  and  expedites  the  provision  of  a 
rapid  analytical  response  in  support  of  drug  investigations;  particularly  those  in- 
volving undercover  operations,  which  require  Special  Agents  to  hand  deliver  evi- 
dence to  laboratories  and  need  immediate  analysis.  The  regional  based  laboratory 
systems  also  is  essential  in  providing  laboratory  personnel  to  facilitate  clandestine 
laboratory  clean-up  operations  across  the  country. 

DEA's  regional  system  also  allows  increased  chemist  accessibility  to  provide  ex- 
pert advice  and  testimony  in  support  of  the  U.S.  Attorneys  offices.  In  addition, 
chemists  are  more  readily  available  to  provide  technical  training  required  for  law 
enforcement  personnel  in  evidence  handling,  field  testing,  clandestine  laboratory 
safety  recertification,  etc.  while  minimizing  travel  costs.  This  system  is  working  very 
well.  For  example,  a  customer  survey  conducted  by  the  Office  of  the  Inspector  Gen- 
eral in  1994  indicated  a  97  percent  of  those  users  of  DEA's  forensic  services  were 
satisfied. 

Given  the  level  of  performance  of  DEA's  regional  laboratory  system,  centralizing 
its  functions  into  the  FBI  facility  is  not  warranted.  Furthermore,  this  issue  has  been 
studied  repeatedly;  most  recently  in  1995  by  the  Interagency  Laboratory  Working 
Group  (ILWG),  a  team  composed  of  representatives  from  DOJ,  DEA,  FBI  and  INS. 
The  ILWG  studied  the  requirements  of  each  laboratory  and  performed  a  cost  benefit 
analysis.  Following  a  review  of  its  findings,  the  members  of  the  ILWG  unanimously 
recommended  against  consolidating  facilities  because  no  cost  savings  would  be  real- 
ized. 

DEA  TRAINING  CENTER 

Question.  DEA  would  like  to  build  a  $30  million  training  center  at  Quantico,  Vir- 
ginia. Could  you  describe  this  center  and  your  requirements? 

Answer.  The  new  facility,  called  the  FBI  Annex,  will  be  located  adjacent  to  the 
FBI  Academy.  The  Annex  will  be  an  expansion  of  the  FBI  Academy  in  that  the  same 
security  system,  food  service  vendors,  telephone  systems,  building  services,  ground 
maintenance,  custodial  personnel  and  fuel  sources  will  be  used  to  provide  an  econ- 
omy of  scale  for  the  services. 

The  planned  Annex  is  a  modest  125-room,  double-occupancy  dormitory  (250  resi- 
dents maximum),  cafeteria,  eight  classrooms,  warehouse,  and  office  space.  The  new 
facility  will  principally  be  used  for  DEA  Basic  Agent  Training,  advanced  and  in- 
service  courses,  and  supervisory  management  and  executive  level  training.  Also, 
with  new,  specially  equipped  classrooms,  DEA  will  conduct  international  training 
seminars  for  foreign  law  enforcement  officials  at  this  facility. 

DEA  students  attending  classes  at  the  FBI  Annex  will  continue  to  use  the  FBI 
specialized  training  facilities.  These  facilities  include  the  gymnasium,  forensic  lab- 
oratory, firearms  ranges  and  driver  training  track. 

DEA  has  conducted  a  training  needs  analysis  for  1998  through  2000.  DEA  antici- 
pates in  fully  utilizing  all  250  beds  in  the  dormitory  proposed  for  the  Annex.  In  ad- 
dition to  the  classes  listed  above,  DEA  anticipates  in  providing  basic  training  classes 
for  chemists,  intelligence  analysts,  and  diversion  investigators.  Also,  several  train- 
ing classes  are  planned  for  state  and  local  police  officers. 

Question.  Based  on  the  FBI's  current  training  schedule  it  looks  as  though  they 
will  have  hired  up  agents  by  the  end  of  this  year,  and  their  facilities  at  Quantico 
should  be  available  for  additional  DEA  training.  Do  you  disagree? 

Answer.  Although  the  FBI  may  have  hired  up  to  their  authorized  level  as  of  the 
end  of  1996,  additional  new  agent  classes  will  have  to  be  conducted  in  the  future 
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to  replace  the  normal  attrition  of  Special  Agents  through  retirement  and  leaving  the 
Bureau  for  other  reasons. 

Given  the  intensive  hiring  which  both  DEA  and  the  FBI  have  conducted  over  the 
past  two  years,  the  FBI  has  been  required  to  defer  most  in-service  and  supervisory 
training.  A  considerable  backlog  of  in-service  training  has  developed.  This  continu- 
ing requirement  together  with  the  requirement  of  its  National  Academy  and  for 
Other  Priority  State  and  Local  Law  Enforcement  Training  will  fully  consume  the 
current  capacity  of  the  FBI  Academy.  DEA  will  continue  to  be  limited  to  conducting 
only  entry  level  training  at  the  FBI  Academy. 

DEA  and  the  FBI  recently  completed  a  study  on  their  training  requirements  and 
the  impact  on  the  FBI  Academy.  Training  requirements  projected  through  the  year 
2000  estimates  that  the  additional  250  beds  proposed  in  the  FBI  Annex  will  be  fully 
utilized. 

Question.  DEA  training  was  moved  from  FLETC  at  Glynco,  Georgia,  to  Quantico 
in  the  mid-1980's.  Many  felt  that  this  was  the  first  step  in  combining  DEA  and  the 
FBI. 

How  much  joint  training  now  takes  place  at  Quantico?  Do  you  have  classes  of 
both  FBI  and  DEA  Agents? 

Answer.  DEA  and  the  FBI  have  periodically  reviewed  the  issue  of  joint  training 
of  DEA  and  FBI  agents.  While  portions  of  our  respective  programs  are  similar,  the 
principal  focus  of  DEA  training  is  on  Title  21,  whereas  the  FBI  program  is  more 
expansive.  As  most  instruction  also  entails  discussion  of  how  policies  and  procedures 
are  ultimately  implemented  within  our  respective  agencies,  (i.e.,  by  which  offices 
and  through  the  use  of  agency  specific  forms),  joint  instruction  has  been  determined 
not  to  be  of  extensive  value.  It  has  been  determined  that  no  economies  in  staffing 
would  be  achieved  through  joint  training. 

Nevertheless,  while  DEA  and  the  FBI  do  not  have  joint  classes  at  the  FBI  Acad- 
emy per  se,  both  agencies  share  common  human  resources  in  several  areas,  where 
our  programs  are  similar. 

The  FBI  Institutional  Staff  teaches  portions  of  DEA's  Basic  Agent  Training  Pro- 
gram, principally  those  parts  relating  to  fingerprinting  and  forensic  analysis.  In  ad- 
dition, DEA  has  a  Special  Agent/Lawyer  assigned  to  the  FBI  Academy  legal  instruc- 
tional staff.  While  his  primary  responsibility  is  to  teach  DEA's  Special  Agents,  he 
is  available  to  assist  the  FBI  when  necessary.  Similarly,  the  FBI  Academy  legal 
staff  is  available  to  DEA  when  necessary. 

DEA  and  FBI  personnel  are  both  housed  at  the  firearms  ranges.  When  necessary 
to  ensure  the  proper  staffing  of  the  range  for  safety,  both  DEA  and  FBI  personnel 
will  supplement  each  other's  instructional  staff.  Similarly,  DEA  and  FBI  personnel 
are  housed  at  the  Tactical  Emergency  Vehicle  Operation  Center  and  conduct  similar 
training  for  both  agencies.  As  needed  both  DEA  and  the  FBI  staff  supplement  each 
other's  staff. 

Periodically,  DEA  and  the  FBI  conduct  joint  reviews  to  determine  if  greater  effi- 
ciency and  effectiveness  can  be  achieved  through  greater  use  of  joint  classes.  A  new 
review  of  our  respective  training  program  is  already  underway. 

MOBILE  ENFORCEMENT  TEAMS 

Question.  You  have  an  increase  of  $6  million  in  your  budget  to  create  more  Mobile 
Enforcement  Teams.  Could  you  describe  what  these  teams  are?  How  much  are  you 
spending  on  them  now  and  how  many  agents  are  assigned  to  them?  What  would 
the  initiative  buy? 

Answer.  The  Mobile  Enforcement  Teams  (MET)  initiative  was  developed  to  pro- 
vide DEA  assistance  to  state  and  local  law  enforcement  agencies  that  needed  assist- 
ance to  confront  increasing  drug-related  violence  in  their  communities.  Many  local 
agencies  do  not  have  sufficient  resources  to  target  predatory  gangs  that  are  respon- 
sible for  much  of  the  increased  violent  crimes  occurring  in  these  communities. 

The  MET  teams  are  only  sent  to  a  community  upon  the  request  of  the  chief  of 
police  or  sheriff,  and  after  a  review  by  DEA  supervisory  personnel  to  verify  the  ne- 
cessity of  a  MET  deployment.  The  objective  of  the  MET  deployment  is  the  arrest 
and  incarceration  of  these  violent  criminals  for  their  drug  activities,  removing  them 
from  the  community,  and  providing  evidence  that  government  can  respond  to  the 
public  safety  need. 

Initially,  a  MET  advance  team  is  dispatched  to  the  community  for  2-3  weeks  to 
survey  the  area  and  meet  with  local  law  enforcement  officials  to  verify  the  authen- 
ticity of  the  request.  After  verifying  the  request,  the  MET  advance  team  returns  to 
the  field  division,  reviews  the  information,  and  formulates  an  operational  plan, 
which  is  reviewed  by  Headquarters  staff.  The  entire  MET  team  is  then  deployed  to 
the  community  to  assist  the  local  law  enforcement  agency.  Upon  achieving  the  goals 
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of  the  operational  plan,  the  MET  team  returns  to  the  field  division  from  which  it 
originated. 

There  are  currently  15  Mobile  Enforcement  Teams  (MET's)  of  10-12  agents  who, 
at  the  request  of  state  or  local  law  enforcement  officials,  assist  communities  that 
are  overwhelmed  by  drug-related  violence.  In  1996,  DEA  has  dedicated  160  Special 
Agents  and  $26  million  to  the  MET  program.  DEA's  1997  Congressional  request 
would  provide  sufficient  resources  to  implement  the  MET  program  in  all  remaining 
DEA  field  division  offices  (5  more  teams,  bringing  the  total  to  20). 

DEA  OVERSEAS 

Question.  You  currently  have  486  DEA  personnel  overseas.  Last  year  you  pro- 
posed a  new  office  in  Beijing  and  this  year  another  in  South  Africa.  Why  do  we  need 
three  additional  positions  in  Pretoria? 

Answer.  The  three  positions  (two  Special  Agents,  one  clerical  position)  requested 
will  staff  the  Pretoria  Country  Office  when  it  opens.  DEA  has  been  asked  by  the 
South  African  Government  on  numerous  occasions  to  aid  the  country  in  its  efforts 
to  curtail  increased  regional  drug  trafficking.  In  January  1996,  Administrator  Con- 
stantine  personally  traveled  to  Pretoria  to  meet  with  government  officials  and  as- 
sess the  area's  drug  trafficking  situation.  Based  on  this  visit,  the  Administrator  was 
further  convinced  of  the  need  for  a  DEA  presence  in  country. 

DEA  has  also  received  strong  support  for  the  opening  of  an  office  in  Pretoria  from 
the  U.S.  Ambassador  to  South  Africa  as  well  as  the  South  African  Narcotics  Bureau. 
Due  to  the  extreme  distance  involved  in  providing  TDY  support  for  South  Africa 
from  DEA's  Cairo  Country  Office,  opening  the  office  in  Pretoria  will  be  the  most  cost 
effective  and  strategically- wise  alternative. 

Question.  The  lines  of  communication  from  South  Africa  to  the  U.S.  aren't  great. 
Most  flights  stop  in  the  Cape  Verde  Islands  on  what  is  literally  a  desert  island.  I've 
been  there.  Wouldn't  the  Nigerians  be  more  likely  to  ship  heroin  and  other  drugs 
through  Europe? 

Answer.  Over  the  past  10  years,  Nigerian  drug  trafficking  organizations,  which 
smuggle  multi-kilogram  quantities  of  Southeast  Asian  heroin,  have  posed  an  in- 
creasingly sophisticated  threat  to  the  United  States.  This  threat  is  evidenced  by 
their  expanding  use  of  couriers  of  diverse  nationalities,  backgrounds,  genders,  and 
ages,  as  well  as  their  continuous  altering  of  courier  routes  and  methods  of  conceal- 
ment. 

These  traffickers  use  South  Africa  as  a  transit  point  for  Southeast  Asian  heroin 
being  smuggled  from  Thailand  to  the  United  States.  From  South  Africa,  Nigerian- 
controlled  couriers  transport  heroin  to  the  United  States  on  commercial  air  flights. 
South  African  Airways  offers  direct  flights  to  Miami  International  Airport  in  Miami, 
Florida,  and  indirect  flights  to  JFK  Airport  in  New  York  via  Cape  Verde.  American 
Airlines  reportedly  will  commence  a  direct  flight  from  Miami  to  South  Africa  in  the 
near  future. 

In  the  past  year,  South  Africa  has  emerged  from  international  isolation  after 
years  of  economic  sanctions.  As  a  result,  South  African  Airlines  has  expanded  its 
network  of  routes.  Between  34  and  48  international  airlines,  including  those  origi- 
nating in  Thailand,  a  major  heroin  transit  country,  and  in  Brazil,  a  major  cocaine 
transit  country  for  Nigerian  cocaine  traffickers,  either  have  begun  or  have  rein- 
stated service  to  and  from  Johannesburg,  South  Africa.  According  to  one  press  re- 
port, before  the  election  of  a  multi-racial  government  in  April  1994,  there  were  20 
international  airlines  operating  from  the  Jan  Smuts  International  Airport.  There 
now  are  over  80  airlines  operating  from  Jan  Smuts  Airport. 

In  addition  to  the  heroin  threat,  Nigerian  cocaine  traffickers  smuggle  multi-kilo- 
gram quantities  of  cocaine  from  South  America,  primarily  Brazil,  to  Europe.  While 
Nigerian  traffickers  smuggle  cocaine  to  Europe  on  direct  flights  from  Brazil,  they 
also  control  couriers  that  smuggle  cocaine  on  direct  flights  from  Rio  de  Janeiro  and 
Sao  Paulo,  Brazil,  to  South  Africa.  Nigerian  traffickers  are  the  primary  cocaine  traf- 
fickers in  South  Africa.  Since  1993,  40,000  Nigerian  citizens  have  moved  to  the  Jo- 
hannesburg/Pretoria area  of  South  Africa.  From  South  Africa,  Nigerian-controlled 
couriers  travel  to  Europe,  primarily  to  Belgium,  Germany,  Italy,  Luxembourg,  the 
Netherlands,  and  Switzerland.  Nigerian  traffickers  also  sell  some  cocaine  to  South 
African  middlemen  and  dealers  for  distribution  in  South  Africa. 

Nigerian  cocaine  traffickers  also  smuggle  cocaine  from  Brazil  to  South  Africa  via 
Portuguese-speaking  African  countries,  such  as  Angola  and  Mozambique.  They  take 
advantage  of  direct  flights  between  Brazil  and  Angola.  In  1995,  several  Nigerian- 
controlled  cocaine  couriers  were  arrested  in  Cape  Verde  probably  attempting  to  trav- 
el to  Europe. 
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OVERALL  BUDGET  PRIORITIES — DEA  THE  WINNER 

Question.  Administrator  Constantine,  when  I  look  at  the  President's  budget  re- 
quest, it  looks  like  DEA  is  the  big  winner.  Your  budget  is  proposed  to  go  from  $810 
million  to  $956  million.  That's  an  increase  of  $146  million  or  18  percent.  Why  such 
a  large  increase  in  one  year?  What  happened? 

Answer.  Of  the  $146  million  increase  requested  for  DEA,  $43  million  is  requested 
for  base  adjustments,  such  as  inflation  or  pay  raises.  The  remaining  $103  million 
reflects  actual  program  increases  for  DEA;  however,  $25  million  of  this  increase  is 
to  restore  DEA's  decimated  equipment  bases  to  the  level  they  held  a  few  years  ago. 
This  leaves  $78  million  that  is  requested  in  actual  new  initiatives  for  DEA.  This 
represents  a  10  percent  increase  over  the  1996  level. 

Nonetheless,  in  an  austere  Federal  budget  climate,  a  10  percent  program  increase 
is  significant.  The  vast  majority  of  personnel  and  funding  for  this  increase  is  di- 
rected at  DEA's  efforts  along  the  southwest  border  and  against  drug-related  violent 
crime.  The  large  increase  requested  for  DEA  punctuates  the  President's  commit- 
ment to  stopping  the  flow  of  illicit  drugs  through  the  southwest  border,  which  is  es- 
timated as  the  entry  point  for  over  70  percent  of  the  illicit  drugs  that  invade  Amer- 
ican communities. 

The  request  also  underscores  the  President's  resolve  to  eliminate  the  prevalence 
of  violent  crime  across  the  country  that  is  often  drug-related.  The  Administration 
recognizes  the  tremendous  impact  that  DEA's  Mobile  Enforcement  Team  (MET)  pro- 
gram has  had  in  rooting  out  violent  drug  organizations  from  urban  and  rural  com- 
munities and  requests  the  resources  to  make  this  successful  enforcement  effort 
available  to  all  parts  of  the  country. 

Because  Mexican  traffickers  are  currently  maximizing  their  efforts  to  exploit  the 
southwest  border,  and  because  the  number  of  violent  gangs  are  increasing  dramati- 
cally, resources  must  be  applied  immediately,  which  requires  the  significant  in- 
crease requested  for  1997. 

Question.  The  FBI  budget  includes  $682  million  for  drugs.  That's  about  one-quar- 
ter of  their  budget  and  almost  as  big  as  your  agency.  Could  you  tell  me  what  the 
FBI  does  in  fighting  drugs  that  is  different  than  what  DEA  does? 

Answer.  The  overall  drug  threat  remains  large  and  it  will  take  the  combined  re- 
sources of  many  Federal  agencies  to  counter  the  increasing  drug  threat.  It  is  appro- 
priate for  other  Federal  agencies  to  receive  funding  in  their  budgets  for  drug  inter- 
diction and  investigation,  since  most  major  drug  trafficking  organizations  and  its 
members  are  involved  in  other  criminal  activity.  Examples  of  other  criminal  activity 
include  alien  smuggling,  money  laundering  activities  and  weapons  violations  and 
smuggling. 

DEA  is  the  single-mission  Federal  agency  responsible  for  drug  law  enforcement. 
DEA  is  tasked  with  enforcing  the  provisions  of  the  controlled  substances  and  chemi- 
cal diversion  and  trafficking  laws  and  regulations  of  the  United  States  of  America. 
DEA  creates,  manages  and  supports  enforcement-related  programs,  domestically 
and  internationally,  aimed  at  reducing  the  availability  of  supply  and  demand  of.  ille- 
gal drugs. 

While  the  FBI's  mission  is  to  investigate  various  Federal  criminal  activity  within 
the  fifty  states  of  the  Union,  it  is  also  involved  in  the  investigation  and  intelligence 
development  on  major  drug  trafficking  organizations.  The  FBI  works  in  concert  with 
DEA  as  a  partner  in  the  Southwest  Border  Project.  However,  funding  is  not  the  only 
indicator  of  an  agency's  objectives  and  responsibilities. 


Questions  Submitted  by  Senator  J.  Robert  Kerrey 

DRUG  ENFORCEMENT  FUNCTIONS  VERSUS  OTHER  AGENCIES 

Question.  With  which  agencies  do  the  functions  of  the  DEA  overlap?  What  are  the 
roles  that  are  carried  out  in  other  agencies?  What  attempts  is  the  DEA  making  to 
coordinate  with  other  agencies? 

Answer.  The  Drug  Enforcement  Administration  is  the  lead  Federal  investigative 
agency  for  drug  enforcement  efforts.  There  are,  however,  numerous  other  Federal 
investigative  agencies  with  law  enforcement  authority  who,  on  occasion,  will  be  in- 
volved with  criminal  matters  involving  illegal  drugs.  The  inevitability  of  this  occur- 
ring is  recognized  as  a  reality,  and  DEA  has  worked  cooperatively  with  these  agen- 
cies to  ensure  good  working  relationships.  We  have  worked  with  these  agencies  to 
achieve  the  establishment  of  procedures  and  operating  guidelines  that  allow  each 
agency  to  pursue  its  charged  responsibilities  in  an  effective  and  coordinated  manner. 

The  charged  responsibilities  of  some  agencies  may  involve  duties  that  are,  by 
their  very  nature,  directly  connected  to  drugs.  Two  examples  of  this  are  the  Federal 
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Bureau  of  Investigation  (FBI)  and  U.S.  Customs  Service.  The  FBI  is  engaged  in  a 
myriad  of  criminal  investigative  efforts  that  include  enforcement  actions  against  vio- 
lent criminals  and  organized  criminal  enterprises.  This  includes  traditional  orga- 
nized crime  families  and  emerging  organized  crime  groups.  These  individuals  and 
organizations  often  engage  in  illegal  narcotics  trafficking  as  all,  or  part  of  their 
criminal  activities.  Similarly,  U.S.  Customs  is  charged  with  the  responsibility  of  pre- 
venting the  importation  of  contraband  into  the  United  States.  Illegal  drugs  are  often 
the  contraband  that  criminal  organizations  are  attempting  to  smuggle  into  the  coun- 
try. 

These  two  examples  illustrate  primary  areas  where  there  can  be  similar  enforce- 
ment efforts  directed  at  illegal  drug  trafficking.  The  DEA  has  entered  into  a  memo- 
randum of  understanding  (MOU)  with  both  of  these  counterpart  Federal  agencies, 
to  ensure  coordinated  enforcement  planning  and  operations.  These  agreements, 
along  with  regular  contact  and  discussions  at  both  the  Headquarters  and  field  lev- 
els, serve  to  achieve  the  goal  of  preventing  duplication  of  efforts,  maximizing  each 
agency's  effectiveness,  and  providing  clearly  delineated  procedures  to  be  followed 
when  working  narcotics  cases  that  may  involve  both  agencies. 

The  extensive  role  of  the  FBI  in  conducting  criminal  investigations  necessitates 
that  they  and  DEA  work  in  a  coordinated  manner  to  effectively  respond  to  the  tasks 
facing  each  agency.  We  believe  that  recent  initiatives  have  gone  a  long  way  towards 
achieving  this  goal.  Under  the  terms  of  Resolution  6,  in  accordance  with  the  Attor- 
ney General's  Order  No.  1814-93,  dated  November  18,  1993,  the  FBI  has  assigned 
personnel  to  DEA  Headquarters  in  the  Office  of  International  Operations,  the  Office 
of  Major  Investigations,  and  the  Multi-Agency  Financial  Investigations  Center.  The 
FBI  has  also  assigned  so-called  Resolution  6  Agents  to  DEA  offices  in  Bangkok  and 
Mexico  City.  The  goals  of  Resolution  6  are  to  ensure  that  the  FBI's  Foreign  drug 
investigations  are  coordinated  with  DEA,  thus  avoiding  duplication  of  efforts;  to  as- 
sist in  prioritizing  drug  investigations  that  require  the  assistance  of  foreign  coun- 
tries; and  to  ensure  that  both  agencies  foreign  drug  investigations  receive  appro- 
priate assistance. 

In  the  foreign  arena,  DEA's  operational  plans  are  developed  with  the  assistance 
and  cooperation  of  the  Department  of  State  (DOS)  and  the  Department  of  Defense 
(DOD).  The  goal  of  an  operational  plan  is  to  coordinate  enforcement  efforts  through 
intelligence  resource  sharing  among  Federal  agencies  (and  with  foreign  governments 
if  appropriate.  Foreign  regional  operations  plans  are  instituted  with  DOS  and  DOD 
in  embassies  located  in  South  America,  Central  America,  Mexico,  the  Caribbean  and 
the  Far  East. 

The  DEA  and  FBI  have  developed  a  coordinated  response  to  the  threat  posed  by 
international  drug  trafficking  organizations  along  our  southwest  border.  We  are 
working  to  target  the  major  organizations  involved  as  well  as  their  leadership.  The 
goal  is  to  dismantle  these  organizations,  disrupt  their  supply  systems,  and  appre- 
hend their  leaders.  Two  examples  during  the  past  year  that  reflect  the  tremendous 
potential  of  this  coordinated  enforcement  action,  are  the  well-known  Zorro  cases. 
These  cases  resulted  in  the  arrest  of  major  figures  involved  with  Colombian  and 
Mexican  cocaine  supply  and  distribution  routes  in  the  United  States.  The  Southwest 
Border  Initiative  is  expanding  to  include  other  Federal  agencies  such  as  Customs, 
the  Border  Patrol,  as  well  as  state  and  local  law  enforcement  agencies. 

There  are  other  Federal  agencies  besides  Customs  and  the  FBI  that,  on  occasion, 
will  become  involved  in  criminal  investigations  and  arrests  that  may  touch  upon  il- 
legal drug  activities.  For  example,  ATF  investigates  violent  gangs  that  are  involved 
with  illegal  firearms.  These  gangs  are  often  involved  in  some  manner  with  drug 
trafficking.  The  U.S.  Coast  Guard,  in  its  efforts  to  patrol  our  shores,  becomes  in- 
volved in  drug  trafficking.  Other  agencies  whose  responsibilities  could  touch  upon 
drug  enforcement  matters  include  the  Border  Patrol,  INS,  Secret  Service,  U.S.  Mar- 
shals, FAA,  U.S.  Forest  Service  and  the  Bureau  of  Land  Management.  We  also  must 
coordinate  our  enforcement  actions  with  the  Department  of  Justice  and  internation- 
ally, the  Department  of  State. 

The  El  Paso  Intelligence  Center  (EPIC)  also  plays  an  important  role  in  coordinat- 
ing information  from  fifteen  Federal  agencies,  various  state  and  local  law  enforce- 
ment entities,  and  approximately  twenty-five  foreign  governments.  This  information 
is  archived  in  a  database  management  system  that  facilitates  providing  responses 
to  queries  from  field  units  on  individuals  suspected  of  drug,  weapon,  and/or  alien 
smuggling.  EPIC  develops  and  disseminates  intelligence  on  drug  trafficking  organi- 
zations and  provides  analysis  of  smuggling  efforts,  routes  and  sources,  often  in  sup- 
port of  specific  drug  interdiction  operations;  and  develops  and  provides  tactical  intel- 
ligence regarding  drug  shipments  and  investigative  leads.  Many  of  the  Federal 
agencies  previously  named  provide  staffing  support  for  EPIC. 
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DEA,  as  mandated  by  a  previous  ONDCP  directive,  is  proceeding  forward  with 
the  establishment  of  a  National  Drug  Pointer  Index  (NDPLX)  system.  This  system 
will  provide  a  computerized  data  base  that  will  immediately  identify  mutual  targets 
of  investigative  efforts  by  Federal,  state  and/or  local  agencies.  This  system  will 
greatly  enhance  coordination  and  reduce  duplication  of  investigative  efforts.  This 
project  involves  Federal,  state  and  local  agencies  and  has  progressed  to  the  point 
where  we  anticipate  it  being  operational  during  1997. 

DEA  continues  to  work  cooperatively  with  other  Federal  investigative  agencies 
who  may  become  involved  with  illegal  narcotics  trafficking  through  a  system  of  di- 
rect contact,  memorandums  of  understanding,  and  operational  and  intelligence 
structures  as  outlined  above. 

DRUG  INTERDICTION 

Question.  Are  the  drug  interdiction  efforts  of  the  DEA  assisted  by  the  HIDTA 
projects? 

Answer.  The  High  Intensity  Drug  Trafficking  Area  (HIDTA)  projects  represent  an 
excellent  potential  to  assist  DEA  in  responding  to  the  problem  of  illegal  drug  traf- 
ficking. DEA  has  long  recognized  that  to  be  successful  in  its  efforts  to  reduce  the 
flow  of  drugs  into  our  country,  and  their  distribution  and  consumption,  it  will  take 
the  support  and  coordinated  efforts  of  Federal,  state  and  local  law  enforcement 
agencies.  The  HIDTA  concept  strives  to  facilitate  coordinated  enforcement  actions 
in  those  areas  of  the  country  where  the  problem  is  the  greatest. 

It  should  be  remembered  that  HIDTA  is  a  resource  and  funding  mechanism;  it 
is  the  responsibility  of  the  agencies  involved  to  ensure  an  effective  utilization  of  the 
resources  committed  to  this  program.  HIDTA  efforts  must  be  results  oriented,  with 
the  measuring  standard  being  their  effectiveness  in  addressing  the  drug  problems 
in  their  respective  communities  and  not  the  creation  of  bureaucratic  structures  or 
positions.  DEA  supports  this  concept  and  is  working  to  see  that  it  succeeds. 

DEA's  drug  interdiction  efforts  are  part  of  an  overall  strategy  that  views  drug 
trafficking  as  a  seamless  continuum  from  (as  with  cocaine)  the  Andean  source  coun- 
tries, through  the  transit  zones,  to  the  streets  of  ours  communities.  Interdicting 
these  drugs  is  important  to  this  strategy.  Through  the  establishment  of  "gateway" 
HIDTA's  in  key  areas  such  as  south  Florida,  the  southwest  border,  Los  Angeles, 
Houston,  Puerto  Rico/U.S.  Virgin  Islands,  and  New  York.  The  combined  enforcement 
and  intelligence  capabilities  of  the  involved  agencies  can  be  directed  at  arresting  the 
traffickers,  dismantling  their  organizations,  and  seizing  their  drugs.  This  is  a  stated 
goal  of  the  HIDTA  project,  and  as  such,  has  the  support  of  the  DEA. 

ROLE  OF  DRUG  CZAR  AND  ONDCP 

Question.  What  does  the  DEA  see  as  the  appropriate  role  for  General  Barry 
McCaffrey  and  the  Office  of  National  Drug  Control  Policy  to  play?  What  do  agencies 
need,  excluding  more  funding,  to  make  the  drug  interdiction  efforts  more  cohesive 
and  ultimately  more  effective? 

Answer.  The  identified  role  of  the  Drug  Czar  and  the  responsibilities  of  the  Office 
of  National  Drug  Control  Policy  (ONDCP)  are  delineated  in  the  Anti-Drug  Abuse 
Act  of  1988.  The  act  requires  ONDCP  to  develop  and  submit  to  Congress  a  national 
drug  control  strategy,  to  coordinate  and  oversee  implementation  of  the  strategy  by 
Federal  drug  control  agencies,  and  to  annually  assess  and  reissue  the  strategy,  tak- 
ing into  account  the  previous  year's  experience.  DEA  has  an  excellent  relationship 
with  General  McCaffrey  and  ONDCP,  and  is  supportive  of  his  mission. 

Federal  agencies  need  to  continue  to  work  together  and  in  conjunction  with  state 
and  local  law  enforcement  entities  to  make  drug  interdiction  and  investigative  ef- 
forts more  cohesive  and  effective.  The  High  Intensity  Drug  Trafficking  Areas 
(HIDTA)  programs,  established  throughout  the  U.S.,  and  within  the  current  South- 
west Border  Initiative,  are  examples  of  cooperative  efforts  between  Federal  agencies. 
The  HIDTA  program  facilitates  the  coordination  of  drug  enforcement  efforts, 
targeting,  in  their  areas  of  jurisdiction,  the  most  significant  international  or  na- 
tional-level drug  trafficking  and  drug  money  laundering  organizations. 

DEA's  primary  role  is  to  target  major  drug  trafficking  organizations  through  intel- 
ligence and  investigative  activities,  and  not  just  through  drug  interdiction.  Interdic- 
tion works  to  disrupt  the  operations  of  major  trafficking  organizations,  but  in  and 
of  itself,  does  little  toward  effectively  dismantling  them.  To  maximize  the  disruption 
and  immobilization  of  major  drug  trafficking  organizations,  efforts  must  be  coopera- 
tive and  integrated  multi-agency  endeavors.  Dedicated  multi-agency  efforts  have 
yielded  collective  investigative,  interdiction,  and  intelligence  expertise.  Emphasis  is 
needed  on  the  development  and  cultivation  of  human  intelligence  directed  against 
major  trafficking  organizations. 
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SUBCOMMITTEE  RECESS 


Senator  GREGG.  The  subcommittee  will  now  stand  in  recess  until 
2  p.m.,  when  we  will  hear  from  the  Secretary  of  State. 

[Whereupon,  at  11:10  a.m.,  Thursday,  May  16,  the  subcommittee 
was  recessed,  to  reconvene  at  2  p.m.,  the  same  day.l 


(Afternoon  Session,  2  p.m.,  Thursday,  May  16,  1996) 
The  subcommittee  met  at  2  p.m.,  in  room  S-146,  the  Capitol, 
Hon.  Judd  Gregg  (chairman)  presiding. 

Present:  Senators  Gregg,  Hollings,  Lautenberg,  and  Kerrey. 

DEPARTMENT  OF  STATE 
Secretary  of  State 
statement  of  warren  christopher,  secretary  of  state 

opening  statement 

Senator  GREGG.  We  will  start  this  hearing  now,  it  being  2  p.m. 
We  will  be  joined  as  other  members  arrive.  This  vote  may  cost  us 
a  little  bit  of  time  to  wait  for  other  members  to  get  here. 

I  certainly  appreciate  the  Secretary's  courtesy  in  coming  to  the 
Hill  today  to  talk  about  the  budget  in  the  Department  of  State.  I 
recognize  that  he  is  under  severe  time  constraints.  There  are  a  few 
things  going  on  in  the  world  that  demand  his  attention  and  this 
committee  does  not  wish  to  overly  draw  on  his  very  valuable  time. 
We  will  have  the  Secretary  out  of  here  by  3:30  and  no  later  than 
3:30,  maybe  even  earlier  if  this  vote  goes  on  longer. 

When  members  come,  if  their  staffs  can  advise  them  that  we  are 
going  to  have  a  time  limit  on  the  first  round  of  questions  at  least 
so  that  everybody  can  get  in  their  questions.  We  will  limit  the  first 
round  of  questions,  depending  on  how  many  members  come,  to  10 
minutes,  maybe  less  if  more  members  come. 

Mr.  Secretary,  it  is  a  privilege  to  have  you  here  before  the  com- 
mittee. We  can  approach  this  as  a  casual  statement  or  a  formal 
statement  or  however  you  want  to  proceed. 

Secretary  CHRISTOPHER.  Mr.  Chairman,  we  have  submitted  a 
longer  statement  for  the  record  and  I  appreciate  your  putting  that 
in  the  record.  If  I  could,  I  would  like  to  summarize  it  here. 

Senator  GREGG.  Certainly. 

Secretary  CHRISTOPHER.  I  am  here  to  ask  your  support  for  the 
President's  request  for  the  State  Department  portion  of  your  CJS 
account.  I  am  very  grateful  for  the  close  consultations  we  had  on 
last  year's  budget  and  I  appreciate  very  much  the  understanding 
that  you  have  shown  of  the  needs  of  the  State  Department  in  a 
very  difficult  budgetary  climate. 

BUDGET  REQUEST 

Let  me  begin  with  some  facts  about  our  new  request  for  1997. 
Our  request  to  this  subcommittee  for  the  State  Department  is 
$5.45  billion,  almost  $170  million  less  than  last  year's  request.  It 
is  the  bare  minimum,  in  my  judgment,  that  we  need  to  protect  our 
Nation's  interests  while  balancing  the  Federal  budget  in  6  years, 
as  the  President  has  committed  to  do. 
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Our  entire  international  affairs  budget  has  fallen  51  percent  in 
real  terms  since  1984.  It  now  constitutes  just  1.2  percent  of  the 
Federal  budget  and  thus  represents  only  a  tiny  fraction  of  the 
amount  that,  for  example,  we  earn  from  exports  or  the  amount  that 
our  Nation  would  be  forced  to  spend  if  a  foreign  crisis  erupted  into 
a  war.  This  small  investment  is  a  protection  for  the  interests  of  the 
American  people. 

I  come,  Mr.  Chairman,  from  a  generation  that  clearly  recognizes 
the  imperative  of  American  leadership.  Those  of  us  who  served  in 
World  War  II  understand  that  it  was  the  global  engagement  both 
during  and  after  that  war  that  safeguarded  our  freedom  and  car- 
ried us  to  ultimate  victory  in  the  cold  war,  as  well.  We  know  that 
without  our  continued  leadership,  we  could  not  protect  future  gen- 
erations of  Americans.  I  think  that  is  the  central  lesson  of  this  cen- 
tury and  one  that  must  guide  us. 

Our  diplomacy  has  accomplished  a  good  deal  in  the  last  3  years, 
in  many  instances  with  bipartisan  support.  We  have  ended  the 
fighting  in  Bosnia  and  eliminated  the  threat  it  posed  to  European 
security.  We  are  bringing  together  former  adversaries  in  the  Part- 
nership for  Peace  and  we  are  moving  ahead  with  a  steady,  gradual, 
but  sure  process  of  NATO  enlargement.  We  stopped  the  flight  of 
Haitian  refugees  to  our  shores  and  are  giving  that  nation  another 
chance  at  democracy  and  solvency.  We  put  the  North  Korean  nu- 
clear program  on  the  road  to  the  scrap  heap,  and  overall,  our  eco- 
nomic diplomacy  has  fueled  an  export  boom,  creating  more  than  1 
million  jobs  for  America. 

ISRAEL  AND  LEBANON  MISSION 

Three  weeks  ago,  the  President  sent  me  on  a  mission  to  end  the 
confrontation  that  drove  so  many  thousands  of  people  from  their 
homes  in  northern  Israel  and  southern  Lebanon.  After  a  difficult 
week  of  negotiations,  we  succeeded  in  producing  an  understanding 
that  ended  the  crisis  and  was  designed  also  to  prevent  renewed  vio- 
lence. Prime  Minister  Peres  said  early  on  during  our  mediation  ef- 
fort that  only  the  United  States  can  do  this,  and  he  was  certainly 
right. 

Some  of  our  achievements  came  about  because  we  were  prepared 
to  and  willing  to  use  our  military  strength,  but  none  of  them,  I  be- 
lieve, could  have  been  achieved  without  the  United  States'  diplo- 
matic leadership,  a  leadership  that  is  so  essential  because  it  gives 
us  options  short  of  going  to  war.  But  we  cannot  sustain  this  diplo- 
macy on  the  cheap,  and,  of  course,  that  is  why  the  choices  that  this 
committee  faces  and  the  support  that  you  have  given  us  are  so 
vital. 

DOMESTIC  AND  FOREIGN  POLICY 

One  of  the  dramatic  changes  that  I  have  seen  over  the  years  is 
the  erasure  between  domestic  and  foreign  policy.  That  is  particu- 
larly true  when  we  talk  about  transnational  challenges,  such  as 
terrorism,  proliferation,  international  crime,  narcotics,  and  damage 
to  the  environment.  These  must  be  fought  together,  both  at  home 
and  abroad. 

As  the  flagship  institution  of  American  foreign  policy,  the  State 
Department  is  responsible  for  leading  and  coordinating  all  United 
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States  efforts  to  counter  these  threats  beyond  our  shores,  but  we 
can  only  do  this  if  we  have  adequate  resources  to  do  so.  We  are 
working  very  hard  in  the  area  of  stopping  proliferation  and  the 
spread  of  weapons  of  mass  destruction. 

Last  week,  for  example,  we  reached  an  understanding  with 
China  that  it  will  no  longer  provide  assistance  to  unsafeguarded 
nuclear  programs,  another  significant  step  toward  nonproliferation 
and  getting  China  fully  on  board  on  nonproliferation  efforts.  The 
threat  of  sanctions  which  had  been  authorized  by  the  Congress 
played  a  very  important  role  in  making  this  additional  step  with 
China  and  helped  us  reach  the  result  that  sanctions  would  have 
been  designed  to  bring  about  if  we  had  had  to  impose  them. 

We  are  also,  as  you  know,  Mr.  Chairman,  working  very  diligently 
to  try  to  get  a  comprehensive  test  ban  treaty  at  Geneva,  and  frank- 
ly, we  are  making  good  progress  on  that. 

Of  course,  in  the  last  several  years,  we  have  put  new  emphasis 
on  the  fight  against  international  criminals,  terrorists,  and  drug 
traffickers.  Last  week  at  the  United  States-Mexico  Binational  Com- 
mission meeting,  we  took  important  steps  to  strengthen  our  united 
stand  with  Mexico  against  criminals  and  drug  traffickers.  I  was 
very  glad  to  be  there  just  about  the  time  they  enacted  their  money 
laundering  bill,  which  I  think  will  be  an  important  new  tool  to  use 
against  the  traffickers. 

Our  administration  is  also  working  to  protect  the  security  and 
well-being  of  American  citizens  by  putting  environmental  consider- 
ations where  they  belong  and  that  is  right  in  the  mainstream  of 
American  diplomacy.  We  are  also  helping  American  companies  ex- 
pand their  already  commanding  share  of  the  $400  billion  market 
for  environmental  technologies,  which,  of  course,  are  sought  around 
the  world. 

I  would  like  to  turn  briefly,  Mr.  Chairman,  to  the  two  largest  ele- 
ments of  our  request,  our  funding  for  international  organizations 
and  peacekeeping  and  our  funding  for  State  Department  operations 
themselves. 

INTERNATIONAL  ORGANIZATIONS  AND  PEACEKEEPING 

This  year,  we  are  requesting  just  under  $1.5  billion  for  inter- 
national organizations  and  peacekeeping.  Among  other  things,  this 
part  of  the  budget  funds  our  obligations  to  such  prominent  and  es- 
sential organizations  as  NATO,  the  OECD,  the  International  Atom- 
ic Energy  Agency,  the  World  Trade  Organization,  and  the  Organi- 
zation for  American  States. 

This  requested  appropriation  also  begins  to  fund  a  plan  to  pay 
off  over  5  years  of  our  arrears  to  the  United  Nations  as  that  insti- 
tution undertakes  necessary  reforms.  The  United  States  has  sup- 
ported the  United  Nations  for  50  years  because  we  believe  it  is 
vital  for  advancing  American  interests  and  ideals.  The  United  Na- 
tions has  helped  to  mobilize  the  gulf  war  coalition,  to  deploy  a  force 
to  support  democracy  in  Haiti,  and  to  impose  global  sanctions  on 
Iraq  and  Libya.  The  War  Crimes  Tribunal  established  by  the  Unit- 
ed Nations  is  overcoming  great  obstacles  in  its  effort  to  hold  the 
perpetrators  of  atrocities  accountable  for  their  actions. 

The  United  Nations  is  also  taking  important  reform  steps  in  the 
right  direction,  opening  an  office  with  the  functions  of  an  inspector 
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general,  approving  its  first  ever  no-growth  budget,  and  planning  to 
eliminate  1,000  staff  members.  This  very  week,  I  met  with  the  Sec- 
retary General  and  with  the  Under  Secretary  General  for  Manage- 
ment, Joe  Connor,  who  is  doing  a  good  job  in  shaking  up  the  man- 
agement culture  there  at  the  United  Nations. 

I  think  we  can  all  agree  that  the  United  Nations  is  seriously  in 
need  of  reform.  The  President  has  made  it  clear,  and  I  have  joined 
him,  that  tangible  progress  is  essential  to  sustain  the  support  of 
the  Congress  and  the  American  people.  Much  more  needs  to  be 
done,  but  our  efforts  to  advance  the  cause  of  reform  will  not  suc- 
ceed without  United  States  leadership.  Those  who  say  we  can  walk 
away  from  our  half-century  commitment  to  the  United  Nations 
simply  are  wrong. 

I  also  want  to  emphasize  that  I  do  not  believe  we  can  properly 
pass  our  responsibilities  to  future  generations  by  building  up  even 
larger  financial  arrears.  I  want  to  tell  you  candidly,  Mr.  Chairman, 
Senator,  that  the  arrears  that  we  are  building  up  are  compromising 
our  ability  to  lead  the  cause  of  reform  and  are  harming  our  na- 
tional interest  for  that  reason. 

STATE  DEPARTMENT  OPERATIONS 

Finally,  let  me  say  a  few  words  about  our  request  for  State  De- 
partment operations.  Our  Embassies  and  consulates,  as  both  of  you 
know,  provide  platforms  not  only  for  our  operations  but  for  other 
agencies  of  the  Federal  Government  around  the  entire  world.  The 
additional  cuts  to  our  budget  that  some  in  Congress  would  propose 
are  not  a  strategy  for  streamlining  the  Department  but  for  sidelin- 
ing it  as  a  force  on  behalf  of  our  citizens  and  our  leadership  around 
the  world. 

We  have  worked  to  strengthen  our  democracy  and  our  diplomacy 
by  being  more  efficient  and  more  effective  in  what  we  do.  We  have 
cut  2,000  full-time  employees  since  1993.  There  are  2,000  fewer 
employees  at  the  State  Department  than  there  were  when  I  came 
3  years  ago,  and  that  is  off  a  relatively  small  base.  Total  cuts  will 
rise  to  2,500  by  the  end  of  the  fiscal  year  dealt  with  in  the  budget 
you  are  considering. 

We  are,  at  the  same  time,  taking  concrete  steps  to  either  main- 
tain or  increase  the  quality  of  our  services  while  at  the  same  time 
cutting  our  costs.  We  are  implementing  new  management  tools,  in- 
cluding an  overseas  staffing  model  and  our  interagency  cost-shar- 
ing system,  called  ICASS,  which  I  know  both  of  you  are  interested 
in  and  support. 

Your  committee's  support  on  both  of  these  matters  will  be  abso- 
lutely essential.  We  cannot  persuade  the  other  agencies  of  Govern- 
ment, indeed,  we  cannot  persuade  OMB  to  support  us  on  ICASS 
unless  we  can  persuade  this  committee  that  this  is  a  very  impor- 
tant move  in  the  right  direction. 

For  us  to  produce  better  diplomacy  and  faster  services,  we  must 
upgrade  our  obsolete  information  systems  and  aging  physical 
plants.  Four  years  of  flat  budgets  have  taken  their  toll.  This  year, 
we  are  requesting  an  increase  of  $37  million  for  the  State  Depart- 
ment capital  investment  program  to  fund  critical  investments  in 
our  quite  obsolete  information  systems. 
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POST  CLOSINGS 


As  we  face  a  series  of  threats  around  the  globe  that  respect  no 
borders,  we  simply  cannot  advance  the  American  interests  by  low- 
ering the  American  flag.  Our  global  presence  should  be  expanding, 
in  my  judgment,  not  contracting.  Nevertheless,  because  of  the 
budgetary  pressures  we  face,  I  proposed  closing  19  posts  in  1995 
and  1996.  I  must  say  I  was  very  unhappy  about  being  required  to 
do  so  by  the  arithmetic  of  the  budget. 

I  know  that  some  of  the  Senators  on  this  committee  have  heard 
from  constituents  opposing  our  planned  closures  in  places  like  Flor- 
ence and  Curacao.  We  have  taken  a  look  at  those  and  we  have  been 
able  to  keep  some  of  them  open,  but  only  by  finding  offsets  to  the 
cost  savings  that  the  closings  would  present. 

After  30  post  closings  since  I  have  been  in  office,  I  seriously 
doubt  that  wholesale  additional  changes  or  closings  are  in  the  in- 
terest of  the  United  States  as  the  world's  greatest  power.  However, 
I  would  have  to  say  that  with  further  cuts  in  our  budget,  I  may 
have  no  alternative  but  to  make  further  post  closings. 

Last  year,  I  warned  that  our  diplomatic  readiness  was  deteriorat- 
ing and  deteriorating  fast.  Many  of  our  posts  remain  under  critical 
strain.  Our  Embassy  in  Beijing,  for  example,  has  scarcely  been  re- 
paired since  1979.  Dust  and  sewer  gas  comes  in  through  the  cracks 
and  fills  the  halls.  In  Tajikistan,  for  example,  our  staff  has  oper- 
ated out  of  a  hotel  for  4  years,  through  a  civil  war  and  its  after- 
math. 

In  Sarajevo,  our  officers  slept  beside  their  desks  until  last  month, 
when  we  were  finally  able  to  get  some  apartments.  They  worked 
with  a  budget  so  limited  that  one  officer  bought  his  own  computer 
and  we  had  to  ask  visiting  CODEL's  to  bring  in  copier  paper. 

Until  recently,  our  communications  system  in  Sarajevo  was  a 
real  Rube  Goldberg  model.  When  I  visited  there  last  February,  I 
was  amazed  to  see  a  satellite  dish  rigged  on  the  roof  of  the  Em- 
bassy with  a  barbecue  grill.  The  dedicated  men  and  women  of  our 
Armed  Forces  have  the  state-of-the-art  communications  technology 
that  they  so  properly  deserve.  At  the  same  time,  I  strongly  believe 
that  our  foreign  service  officers  deserve  no  less,  especially  in  a 
country  like  Bosnia,  where  some  30  American  civilians  have  lost 
their  lives  in  the  cause  of  peace. 

Our  people,  as  I  think  all  of  you  are  aware,  put  themselves  on 
the  line  for  their  country  day  in  and  day  out — people  like  John 
Frese,  one  of  our  diplomatic  security  agents  in  Monrovia,  Liberia, 
who  made  repeated  dashes  through  gunfire  to  rescue  over  100 
American  citizens  during  the  evacuation  last  month. 

Our  consular  and  passport  officers  in  Chicago,  Washington,  and 
Amsterdam  worked  late  on  Christmas  Eve  last  year,  when  our 
Government  was  shut  down,  to  help  return  two  American  children 
who  had  been  taken  from  their  mother  and  put  on  a  plane  to  the 
Middle  East.  Five  members  of  our  consular  flyaway  team  gave  up 
holidays  with  their  families  to  assist  and  comfort  the  relatives  of 
those  killed  in  the  American  Airlines  crash  in  Colombia  last  De- 
cember. 

That  kind  of  performance,  that  kind  of  dedication  has  allowed  us 
to  do  more  with  less  through  the  last  4  years  of  flat  budgets  and 
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increasing  demands,  but  there  comes  a  time,  Mr.  Chairman  and 
members,  when  less  really  is  just  less.  We  have  reached  that  time 
now.  We  cannot  safeguard  our  security  and  promote  American  in- 
terests without  the  full  $5.45  billion  in  funding  we  require  and 
have  requested. 

Let  me  add  that  this  funding  also  includes  requests  for  USIA  and 
ACDA,  which  I  fully  support.  As  I  have  said  before,  those  who  say 
they  are  for  a  strong  America  have  a  responsibility  to  help  keep 
America  strong.  That  means  keeping  our  institutions  effective  and 
our  global  presence  robust. 

PREPARED  STATEMENT 

I  want  to  thank  you,  Mr.  Chairman  and  members,  once  again  for 
your  cooperation.  I  want  to  pledge  myself  to  consulting  with  you  as 
we  move  through  another  budget  year,  which  I  know  is  difficult  for 
you  as  it  is  for  us.  Thank  you,  Mr.  Chairman. 

[The  statement  follows:] 

Prepared  Statement  of  Warren  Christopher 

Good  afternoon,  Mr.  Chairman,  Members  of  the  Committee:  I  am  here  today  to 
ask  your  support  for  the  President's  request  for  the  State  Department  portion  of  the 
CJS  account.  I  am  grateful  for  our  close  consultations  in  recent  months.  And  I  ap- 
preciate your  understanding  of  our  compelling  needs  in  a  difficult  budgetary  cli- 
mate. 

Let  me  begin  with  some  facts  about  what  is  a  remarkably  austere  budget.  Our 
request  to  this  subcommittee  for  the  State  Department  and  related  agencies  and  ac- 
counts is  $5.45  billion,  almost  $170  million  less  than  last  year's  request.  It  is  the 
bare  minimum  we  need  to  protect  our  nation's  interests  while  balancing  the  federal 
budget  in  six  years. 

Our  entire  International  Affairs  Budget  has  fallen  51  percent  in  real  terms  since 
1984.  Constituting  just  1.2  percent  of  the  federal  budget,  it  represents  a  tiny  frac- 
tion of  the  amount  our  nation  earns  from  exports,  or  of  the  amount  our  nation  is 
forced  to  spend  when  foreign  crises  erupt  into  war.  This  small  investment  protects 
the  interests  of  the  American  people  and  allows  the  United  States  to  maintain  its 
position  of  leadership. 

I  come  from  a  generation  that  clearly  recognizes  the  imperative  of  American  lead- 
ership. Those  of  us  who  served  in  World  War  II  understand  that  it  was  our  global 
engagement  during  and  after  the  war  that  safeguarded  our  freedom  and  carried  us 
to  victory  in  the  Cold  War.  We  know  that  without  our  continued  leadership,  we  can- 
not hope  to  protect  future  generations  of  Americans  from  the  perils  of  a  still  dan- 
gerous post-Cold  War  world.  This  is  a  central  lesson  of  our  century  that  must  con- 
tinue to  guide  us. 

Consider  what  our  diplomacy  has  accomplished  in  the  last  three  years — in  many 
cases  with  bipartisan  support:  We  ended  the  fighting  in  Bosnia  and  eliminated  the 
threat  it  posed  to  European  security.  We  are  bringing  together  former  adversaries 
in  the  Partnership  for  Peace,  and  we  are  moving  ahead  with  the  historic  process 
of  NATO  enlargement.  We  stopped  the  flight  of  Haitian  refugees  to  our  shores  and 
gave  that  nation  a  chance  to  build  democracy.  We  achieved  the  indefinite  and  un- 
conditional extension  of  the  Nuclear  Non-Proliferation  Treaty.  We  froze  North  Ko- 
rea's nuclear  program  and  put  it  on  the  road  to  the  scrap  heap.  We  stemmed  a  de- 
stabilizing financial  crisis  in  Mexico.  Our  economic  diplomacy  has  fueled  an  export 
boom,  creating  more  than  one  million  high-paying  American  jobs. 

Three  weeks  ago,  the  President  sent  me  on  a  mission  to  end  the  confrontation 
that  drove  so  many  thousands  from  their  homes  in  Northern  Israel  and  Southern 
Lebanon.  After  difficult  negotiations,  we  succeeded  in  producing  an  understanding 
that  ended  the  intensive  fighting  and  was  designed  to  prevent  renewed  violence  and 
harm  to  civilians  on  both  sides  of  the  border.  Prime  Minister  Peres  said  early  on 
during  our  mediation  effort  that  "only  the  United  States  can  do  this."  And  he  was 
right. 

Now  we  will  work  to  move  Arab-Israeli  negotiations  further  forward.  There  re- 
mains a  real  opportunity  to  use  our  leadership  to  complete  a  circle  of  peace  which 
will  necessarily  include  agreements  between  Israel  and  Syria  and  Israel  and  Leb- 
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anon.  Our  goal,  as  always,  is  to  bring  greater  security  and  stability  to  all  the  people 
of  that  long-troubled  region. 

Some  of  our  achievements  came  about  because  we  were  prepared  and  willing  to 
use  our  military  strength.  But  none  could  have  been  achieved  without  our  diplo- 
matic leadership.  Indeed,  diplomacy  is  essential  and  cost-effective  because  it  gives 
us  options  short  of  force  to  protect  our  interests.  But  we  cannot  sustain  our  diplo- 
macy on  the  cheap — unless  we  want  to  shortchange  the  American  people.  That  is 
why  the  choices  before  this  committee  are  so  critical. 

Mr.  Chairman,  one  of  the  most  dramatic  changes  I  have  seen  over  the  years  is 
the  erasure  of  the  line  between  domestic  and  foreign  policy.  The  Clinton  Administra- 
tion recognizes  that  our  strength  at  home  is  inseparable  from  our  strength  abroad. 

The  convergence  of  our  foreign  and  domestic  interests  is  clear  in  our  response  to 
the  set  of  transnational  security  challenges  we  face,  including  proliferation,  terror- 
ism, international  crime  and  narcotics  and  damage  to  the  environment.  These 
threats  respect  no  border,  ocean — or  committee  jurisdiction.  They  must  be  fought 
both  at  home  and  abroad,  and  at  every  level  of  government.  As  the  flagship  institu- 
tion of  American  foreign  policy,  the  State  Department  is  responsible  for  leading  and 
coordinating  all  U.S.  government  efforts  to  counter  these  threats  beyond  our  shores. 
We  cannot  fulfill  that  responsibility  without  adequate  resources. 

We  must  continue  working  to  stop  the  spread  of  weapons  of  mass  destruction,  the 
gravest  potential  threat  to  the  United  States  and  our  allies.  We  must  remember 
that  we  could  not  have  achieved  the  unconditional  and  indefinite  extension  of  the 
NPT  without  the  involvement  of  our  embassies  in  every  region  of  the  world,  in  coun- 
tries large  and  small.  That  is  one  reason  why  I  believe  that  the  United  States  still 
needs  to  maintain  a  diplomatic  presence  in  virtually  every  country — what  I  call  the 
principle  of  universality. 

This  year  one  of  our  priorities  is  to  conclude  a  treaty  to  ban  nuclear  testing — a 
goal  first  set  by  President  Kennedy  35  years  ago.  Our  efforts  received  a  significant 
boost  from  last  month's  meeting  of  industrialized  nations  in  Moscow,  where  we 
forged  a  commitment  with  Russia  and  our  G-7  partners  to  negotiate  a  Comprehen- 
sive Test  Ban  Treaty  by  September.  We  are  making  real  progress  toward  that  goal. 
The  difficult  negotiations  in  Geneva  are  coming  along  well.  I  can  see  the  outlines 
of  an  agreement  that  can  be  reached  this  year. 

At  the  Moscow  Summit,  we  also  adopted  a  concrete  program  to  prevent  illicit  traf- 
ficking in  nuclear  materials  and  a  process  of  cooperation  to  dispose  of  plutonium  no 
longer  needed  for  defense  purposes.  Russia  agreed  to  join  a  treaty  that  bans  the 
dumping  of  nuclear  waste  in  the  ocean  and  to  improve  safety  at  aging  nuclear  reac- 
tors. Already  U.S.  assistance  is  helping  convert  Russian  plutonium  production  reac- 
tors and  procure  highly  enriched  uranium  from  Kazakhstan.  These  urgent  threats 
make  our  continued  engagement  with  Russia  and  its  neighbors  critical  despite  the 
difficult  transitions  they  are  undergoing.  We  simply  cannot  afford  the  luxury  of 
walking  away  from  these  relationships  where  our  security  is  at  stake. 

We  can  combat  another  proliferation  threat  by  ratifying  the  Chemical  Weapons 
Convention  and  working  with  allies  and  friends  to  bring  it  into  force — an  effort  that 
will  require  sustained  work  at  posts  from  Tokyo  to  New  Delhi  and  London  to  Pre- 
toria. 

Our  regional  nonproliferation  efforts  are  also  vital.  Since  this  Administration  con- 
cluded the  U.S.-DPRK  Agreed  Framework  in  October  1994,  North  Korea's  dan- 
gerous nuclear  program  has  been  frozen  in  its  tracks.  The  Korean  Peninsula  Energy 
Development  Organization  (KEDO)  that  we  helped  establish  to  implement  the 
Framework  has  made  significant  progress.  Our  KEDO  contribution— funded  else- 
where in  our  International  Affairs  request — is  a  small  investment  compared  to  the 
billions  of  dollars  in  contributions  South  Korea  and  Japan  are  making,  or  the  im- 
measurable costs  of  a  conflict  in  Korea. 

Last  week  we  reached  an  understanding  with  China  that  it  will  no  longer  provide 
assistance  to  unsafeguarded  nuclear  programs — another  significant  step  forward  in 
our  non-proliferation  efforts.  The  threat  of  sanctions  authorized  by  Congress  played 
an  important  role  in  this  achievement — and  helped  us  to  reach  the  result  that  sanc- 
tions would  have  been  designed  to  bring  about.  China  also  agreed  on  the  importance 
of  continuing  consultations  on  export  control  policies  and  related  issues. 

The  Clinton  Administration  has  also  led  the  international  effort  to  prevent  pariah 
states  like  Iraq,  Iran  and  Libya  from  acquiring  weapons  of  mass  destruction.  Our 
funding  for  the  International  Atomic  Energy  Agency  (IAEA)  supports  its  vital  work 
of  detection  and  monitoring  in  North  Korea,  Iraq,  and  around  the  world. 

We  have  also  put  new  emphasis  on  the  fight  against  international  criminals,  ter- 
rorists and  drug  traffickers.  The  President's  appointment  of  General  Barry  McCaf- 
frey to  spearhead  our  counternarcotics  campaign  will  intensify  our  efforts  at  home 
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and  abroad.  The  State  Department  is  advancing  the  President's  ambitious  strategy 
to  put  international  criminals  out  of  business. 

Last  week  at  the  U.S.-Mexico  Binational  Commission  Meeting,  we  took  important 
steps  to  strengthen  our  united  stand  with  Mexico  against  criminals  and  drug  traf- 
fickers. We  will  help  Mexico  implement  its  new  law  making  money  laundering  a 
crime.  This  is  an  important  step  forward  in  our  dealings  with  Mexico.  We  will 
strengthen  our  Border  Crime  Task  Force.  We  will  move  to  control  the  precursor 
chemicals  used  to  produce  illegal  drugs.  And  we  have  made  great  progress  toward 
fully  implementing  commitments  for  the  extradition  of  criminal  suspects,  including 
the  recent  extradition  of  three  Mexicans  to  the  United  States. 

Our  Administration  is  also  working  to  protect  the  security  and  well-being  of 
American  citizens  by  putting  environmental  issues  where  they  belong:  in  the  main- 
stream of  American  diplomacy.  Last  month,  I  set  out  our  global  environmental  pri- 
orities in  a  speech  at  Stanford  University.  As  I  said  then,  the  environment  has  a 
profound  impact  on  our  national  interests  in  two  ways:  first,  environmental  threats 
transcend  borders  and  oceans  to  affect  directly  the  health,  prosperity  and  jobs  of 
American  citizens.  Second,  addressing  natural  resource  issues  is  critical  to  achieving 
political  and  economic  stability,  and  to  pursuing  our  strategic  goals  around  the 
world. 

Working  with  other  government  agencies,  the  State  Department  is  fully  integrat- 
ing environmental  goals  into  our  diplomacy  and  making  greater  use  of  environ- 
mental initiatives  to  help  promote  peace  in  the  Middle  East  and  democracy  in 
Central  Europe.  We  are  using  our  Common  Agenda  with  Japan  and  new  partner- 
ships with  Brazil,  India,  the  European  Union  other  nations  to  leverage  our  re- 
sources. We  are  helping  American  companies  expand  their  already  commanding 
share  of  a  $400  billion  market  for  environmental  technology.  The  funds  that  we  are 
requesting  elsewhere  for  sustainable  development  also  help  protect  the  ozone  layer, 
combat  climate  change,  and  preserve  the  biodiversity  which  holds  important  bene- 
fits for  American  agriculture  and  business. 

Mr.  Chairman,  let  me  now  turn  to  the  two  main  elements  of  our  request  to  this 
committee — our  funding  for  international  organizations  and  peacekeeping  and  our 
funding  for  State  Department  Operations. 

This  year,  we  are  requesting  just  under  $1.5  billion  for  international  orgamzations 
and  peacekeeping,  \mong  other  things,  this  part  of  the  budget  funds  our  obligations 
to  organizations  such  as  NATO,  the  OECD,  the  IAEA,  the  WTO  and  the  OAS.  For 
up  to  half  a  century,  we  have  worked  effectively  on  a  bipartisan  basis  through  these 
institutions  to  advance  American  interests  in  key  regions  and  around  the  world. 
Today,  a  hallmark  of  this  Administration's  foreign  policy  is  to  ensure  that  each 
adapts  to  the  challenges  of  a  new  era. 

This  part  of  the  budget  also  begins  to  fund  a  plan  to  pay  off  over  5  years  our  ar- 
rears to  the  United  Nations  as  that  institution  undertakes  necessary  reforms.  In 
this  respect,  the  request  poses  another  basic  question:  Will  we  abandon  the  institu- 
tions we  created  after  World  War  II,  leaving  ourselves  with  little  option  but  to  face 
future  crises  alone? 

The  United  States  has  led  in  the  U.N.  for  50  years  because  we  believe  it  is  a  valu- 
able tool  for  advancing  our  interests  and  our  values.  The  U.N.  helped  us  mobilize 
the  Gulf  War  coalition  and  deploy  a  force  to  support  democracy  in  Haiti.  It  helped 
us  impose  sanctions  against  rogue  states.  Its  many  programs  and  agencies  care  for 
millions  of  refugees,  inoculate  children  and  fight  epidemics  like  AIDS  and  Ebola. 
The  U.N.  Special  Commission  has  helped  expose  Iraq's  development  of  weapons  of 
mass  destruction.  The  IAEA  helps  us  prevent  countries  like  North  Korea  and  Iraq 
from  developing  nuclear  weapons.  The  Security  Council  has  reinforced  our  con- 
demnation of  terrorism  in  the  Middle  East  and  of  Cuba's  shootdown  of  civilian  air- 
craft. The  U.N.  War  Crimes  Tribunals  are  overcoming  great  obstacles  to  hold  per- 
petrators of  atrocities  accountable  for  their  actions. 

U.N.  peacekeepers  are  helping  us  resolve  the  costly  civil  war  in  Angola  and  imple- 
ment peace  in  Eastern  Slavonia  without  having  to  put  our  own  troops  at  risk. 
Peacekeeping,  a  source  of  considerable  controversy,  can  and  should  be  a  cost-effec- 
tive investment.  In  Mozambique,  for  example,  the  United  States  spent  over  $700 
million  helping  victims  of  war  and  hunger  in  the  ten  years  prior  to  1992.  After  a 
successful  U.N.  peacekeeping  mission,  our  humanitarian  aid  is  down  to  $18  million 
this  year  and  U.S.  companies  have  already  signed  contracts  worth  hundreds  of  mil- 
lions of  dollars. 

At  the  same  time,  I  think  we  agree  that  the  U.N.  has  serious  problems  and  that 
it  is  seriously  in  need  of  reform.  Last  fall,  I  proposed  a  concrete  agenda  to  the  Gen- 
eral Assembly.  I  called  for  consolidating  related  agencies,  eliminating  or  downsizing 
low  priority  activities,  expanding  the  inspector  general  concept  and  more  efficient 
management  practices.   The   President   and   I   have   made   it  clear  that  tangible 
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progress  is  essential  to  sustain  the  support  of  the  Congress  and  the  American  people 
for  the  U.N. 

The  U.N.  has  taken  important  steps  in  the  right  direction.  An  office  with  the  func- 
tions of  an  inspector  general  is  up  and  running.  Just  this  week  I  met  with  the  Sec- 
retary-General and  Joe  Connor,  the  former  CEO  of  Price  Waterhouse  and  now  the 
Under  Secretary-General  for  Management,  who  is  doing  such  a  good  job  shaking  up 
the  U.N.'s  management  culture.  In  December,  the  U.N.  approved  the  first  genuinely 
no-growth  budget  in  its  history  and  established  a  spending  cap.  It  has  since  an- 
nounced plans  to  eliminate  1,000  staff  positions.  The  Security  Council  has  estab- 
lished rigorous  guidelines  for  the  approval  of  new  peacekeeping  missions.  Finally, 
the  General  Assembly  has  established  High-Level  Working  Groups  to  recommend 
management,  structural,  and  financing  reforms. 

Much  more  needs  to  be  done.  But  Mr.  Chairman,  our  efforts  to  advance  the  cause 
of  reform  will  not  succeed  without  our  continued  leadership  at  the  U.N.  We  cannot 
reform  and  retreat  at  the  same  time. 

Those  who  cavalierly  say  that  we  can  walk  away  from  our  half-century  commit- 
ment to  the  U.N.  are  wrong.  I  want  to  tell  you  candidly  that  these  large  arrears 
are  doing  great  harm  to  our  national  interests  across  the  board. 

Nor  can  we  continue  to  pass  our  financial  obligations  to  future  generations  by 
building  up  massive  arrears,  especially  for  peacekeeping.  When  we  do,  we  are  not 
just  shortchanging  a  bureaucracy  in  New  York.  We  are  shortchanging  our  closest 
allies  and  friends,  nations  like  Britain  and  Canada,  who  contribute  the  bulk  of 
troops  to  peacekeeping  missions  and  who  have  had  to  wait  months  and  even  years 
to  be  fully  reimbursed  by  the  U.N.  These  nations  place  their  soldiers  in  dangerous 
situations,  often  at  our  request,  on  behalf  of  goals  we  support — and  they  put  up  75 
percent  of  the  cost.  When  we  do  not  pay  our  promised  share  it  diminishes  our  influ- 
ence and  our  reputation  as  a  nation  that  keeps  its  word. 

Mr.  Chairman,  I  also  look  forward  to  working  with  you  on  our  request  for  State 
Department  Operations.  I  carefully  reviewed  the  testimony  that  Under  Secretary 
Moose  gave  to  this  committee,  and  I  endorse  his  evaluation  of  the  dire  needs  of  our 
Department — as  well  as  his  expression  of  appreciation  for  the  support  we  have  had 
from  this  committee.  Our  embassies  and  consulates  provide  platforms  not  only  for 
our  operations  but  for  other  federal  agencies  around  the  world.  Without  them,  we 
could  not  track  down  terrorists  or  counterfeiters  wherever  they  hide.  We  could  not 
follow  the  situation  of  religious  minorities  or  human  rights  issues  or  Americans  held 
captive  anywhere  in  the  world.  We  could  not  help  build  new  opportunities  for  Amer- 
ican business.  We  could  not  prevent  narcotics  shipments  or  environmental  crises. 
The  additional  cuts  to  our  budget  that  some  in  Congress  propose  are  not  a  strategy 
for  streamlining  the  Department,  but  for  sidelining  it  as  a  force  on  behalf  of  Amer- 
ican citizens  and  American  leadership  around  the  world. 

Secretary  Perry  likes  to  say  that  in  protecting  our  vital  interests,  our  first  re- 
course is  diplomacy.  I  certainly  agree.  But  if  our  diplomacy  is  to  be  an  effective  first 
line  of  defense,  we  must  revitalize  our  platforms  and  our  presence.  Just  as  our 
armed  forces  can  be  smaller  in  the  1990's  because  they  are  also  smarter,  the  State 
Department  can  only  function  with  fewer  people  and  fewer  posts  if  those  people  are 
better  trained  and  those  posts  are  better  equipped. 

In  this  era  of  diminishing  resources,  we  have  worked  to  strengthen  our  diplomacy 
by  making  it  more  efficient  and  effective.  Restructuring  has  made  the  State  Depart- 
ment leaner  across  the  board.  Middle  management  positions  have  been  reduced  sig- 
nificantly at  the  State  Department — by  as  much  as  25  percent  for  Deputy  Assistant 
Secretary  slots.  We  are  implementing  new  management  tools,  including  the  Over- 
seas Staffing  Model  and  our  new  interagency  cost-sharing  system,  to  rationalize  our 
overseas  staffing — and  I  want  to  thank  you,  Mr.  Chairman,  for  your  real  contribu- 
tion in  helping  us  make  these  important  changes.  We  have  also  cut  over  2,000  full 
time  employees  since  1993,  and  the  total  cuts  will  rise  to  2,500  by  the  end  of  fiscal 
year  1997.  In  order  to  increase  efficiency  and  lower  personnel  costs,  we  have  also 
downsized  bureaus  and  Embassies.  At  the  same  time,  we  have  decreased  our  admin- 
istrative expenses  by  $139  million. 

I  will  tell  you  quite  candidly  that  these  reductions  have  been  painful,  for  those 
leaving  the  Service  and  for  those  of  us  remaining,  who  have  lost  the  benefit  of  their 
enormous  talent  and  expertise.  But  we  have  no  choice  given  the  budgetary  con- 
straints we  all  face. 

As  you  know,  Vice  President  Gore  has  led  a  major  effort  to  reinvent  government. 
For  our  part,  a  Strategic  Management  team  helped  me  come  up  last  May  with  some 
46  recommendations  to  maintain  or  increase  our  services  to  the  American  people  at 
a  lower  cost.  For  example,  we  are  improving  our  services  to  the  American  people 
by  setting  up  an  800  number  for  consular  crises  and  making  travel  information 
available  by  fax-on-demand  and  through  the  Internet.  We  have  built  inter-agency 
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teams  here  and  abroad  to  pursue  priorities  such  as  expanding  trade  and  combating 
crime  more  aggressively.  We  are  eliminating  redundancy  by  combining  administra- 
tive services  like  warehousing  and  printing  with  other  foreign  affairs  agencies.  We 
are  opening  a  child-care  center  and  broadening  our  job-sharing  programs  to  make 
sure  that  we  retain  the  most  skilled  and  diverse  workforce  possible. 

For  these  reforms  to  produce  better  diplomacy  and  faster  services,  however,  we 
must  upgrade  our  obsolete  information  systems,  and  aging  physical  plants.  Four 
years  of  flat  budgets  have  taken  their  toll.  The  increase  of  $37  million  that  we  are 
requesting  for  State  Department  programs  this  year  will  allow  a  critical  investment 
in  information  systems  to  go  forward.  Better  computer  technology  is  essential  for 
a  more  efficient  State  Department  and  more  effective  diplomacy  in  the  information 
age. 

As  you  know,  USIA  and  ACDA  have  also  undertaken  rigorous  management  re- 
views and  extensive  streamlining.  You  have  heard  from  them  directly  during  this 
budget  process.  But  let  me  say  a  few  words  about  the  USIA  and  ACDA  budgets  this 
subcommittee  covers. 

Over  the  past  two  years,  USIA  proposed  and  implemented  a  downsizing  plan 
nothing  less  than  draconian — 1,200  positions,  almost  one-fourth  of  its  staff,  were 
eliminated  in  two  years.  In  addition,  Radio  Free  Europe/Radio  Liberty  has  cut  some 
900  positions  as  part  of  its  consolidation  process.  USIA  continues  to  play  an  impor- 
tant role  in  fostering  American  ideals  and  international  understanding — missions 
that  remain  crucial  to  our  foreign  policy  and  are  increasingly  important  to  American 
citizens  in  an  interdependent  world.  USIA  also  contributes  to  the  National  Endow- 
ment for  Democracy,  which  continues  to  play  a  critical  role  in  supporting  democracy 
and  free  elections  around  the  world. 

ACDA's  mission  to  negotiate  and  monitor  compliance  with  arms  control  agree- 
ments remains  crucial  to  safeguarding  our  national  security.  ACDA  has  played  a 
pivotal  role  in  securing  the  indefinite  extension  of  the  Nuclear  Non- Proliferation 
Treaty,  completing  the  Chemical  Weapons  Convention  and  conducting  the  negotia- 
tions under  way  on  a  Comprehensive  Test  Ban  Treaty.  As  the  result  of  recent 
downsizing,  ACDA  is  now  smaller,  with  a  more  tightly-focused  mission  and  a  budget 
of  just  $48  million  to  carry  out  its  essential  work. 

Mr.  Chairman,  the  shutdowns  and  budget  uncertainty  of  the  last  year  have,  in 
my  judgment,  damaged  our  international  reputation  for  reliability  and  credibility. 
Leaders  and  ordinary  citizens  in  many  parts  of  the  world  couldn't  quite  believe  that 
the  most  powerful  nation  in  the  world  was  closing  for  a  few  days  of  furlough.  The 
shutdown  was  especially  unsettling  in  the  wake  of  our  decision  to  close  a  number 
of  posts  that  had  served  American  interests  for  decades. 

As  we  face  increasing  global  economic  competition  and  an  array  of  threats  that 
respect  no  borders,  we  cannot  advance  American  interests  by  lowering  the  American 
flag.  Indeed,  our  global  presence  should  be  expanding,  not  contracting.  More  Ameri- 
cans than  ever  are  looking  to  us  to  facilitate  their  global  plans,  from  investment  in- 
centives to  vacation  visas. 

Because  of  the  budgetary  pressures  we  face,  I  proposed  to  close  19  embassies  and 
consulates  during  1995  and  1996.  And  I  must  say  that  I  was  not  happy  about  being 
forced  to  do  so.  I  know  that  Senator  Hollings  and  others  of  you  have  also  heard  from 
constituents  opposing  our  planned  closures  of  consulates  in  places  like  Hermosillo 
and  Matamoros,  Mexico.  As  you  know,  Congress  asked  us  to  keep  six  of  these  posts 
open — and  they  will  remain  open.  After  some  30  closings  since  1993,  I  strongly 
doubt  that  wholesale  additional  closings  are  in  the  interest  of  the  world's  greatest 
power.  But  with  further  cuts  to  our  budget,  I  may  have  no  other  alternative. 

Last  year  I  warned  that  our  diplomatic  readiness  was  deteriorating.  I  must  report 
that  many  of  our  posts  remain  under  critical  strain.  Our  Beijing  Embassy,  for  exam- 
ple, has  scarcely  been  repaired  since  1979.  There  is  simply  not  room  for  other  agen- 
cies to  expand  their  offices.  Dust  and  sewer  gas  come  in  through  the  cracks  and  waft 
along  the  halls.  In  Tajikistan,  our  staff  have  operated  out  of  a  hotel  for  four  years, 
through  a  civil  war  and  its  aftermath. 

In  Sarajevo,  our  officers  were  sleeping  beside  their  desks  until  just  last  month. 
Menaced  by  nearby  snipers  and  falling  shells,  they  also  struggled  with  a  budget  so 
limited  that  one  officer  bought  his  own  computer  and  we  had  to  ask  visiting 
CODELS  to  bring  in  copier  paper.  Until  very  recently  the  post's  communications 
system  was  a  Rube  Goldberg  model — I  was  amazed  to  see  a  satellite  dish  rigged  on 
the  roof  of  the  Embassy  using  a  barbecue  grill  when  I  visited  in  February.  Mr. 
Chairman,  the  dedicated  men  and  women  of  our  armed  forces  have  the  state-of-the- 
art  communications  technology  they  deserve.  The  men  and  women  of  our  foreign 
service  deserve  no  less,  especially  in  a  country  like  Bosnia  where  some  30  American 
civilians  have  given  their  lives  in  the  cause  of  peace. 
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Our  people  put  themselves  on  the  line  for  their  country  every  day — people  like 
John  Frese,  one  of  our  Diplomatic  Security  agents  in  Monrovia,  Liberia  who  made 
repeated  dashes  through  gunfire  to  rescue  over  100  American  citizens  during  the 
evacuation  last  month.  Our  consular  and  passport  officers  in  Chicago,  Washington 
and  Amsterdam  worked  late  on  Christmas  Eve,  while  the  government  was  shut 
down,  to  help  return  two  American  children  who  had  been  taken  from  their  mother 
and  put  on  a  plane  to  the  Middle  East.  And  five  members  of  our  Consular  Flyaway 
Team  gave  up  holidays  with  their  families  to  assist  and  comfort  the  relatives  of 
those  killed  in  the  American  Airlines  crash  in  Colombia  last  December. 

The  courage,  ingenuity  and  dedication  of  our  employees  have  allowed  us  to  do 
more  with  less  through  the  last  four  years  of  flat  budgets  and  increasing  demands. 
But  there  comes  a  time,  Mr.  Chairman,  when  less  really  is  just  less.  We  have 
reached  that  time.  We  cannot  safeguard  our  security  and  promote  American  inter- 
ests without  the  full  $5.45  billion  in  funding  we  request. 

As  I  have  said  before,  those  who  say  they  are  for  a  strong  America  have  a  respon- 
sibility to  help  keep  America  strong.  That  means  keeping  our  institutions  effective 
and  our  presence  around  the  world  robust.  Anything  less  would  shortchange  our 
citizens — the  travelers  and  workers,  students  and  business  people  who  look  to  us 
to  protect  their  security,  promote  their  well-being  and  provide  assistance  wherever 
the  American  flag  flies. 

Thank  you,  Mr.  Chairman.  Once  again,  I  appreciate  very  much  your  cooperation 
and  look  forward  to  consulting  with  you  and  with  the  Committee  in  the  days  and 
weeks  ahead. 

SURPLUS  PROPERTY 

Senator  GREGG.  Thank  you,  Mr.  Secretary. 

For  those  Senators  who  have  just  arrived,  the  Secretary  is  on  a 
very  limited  time  schedule,  I  have  suggested  that  we  limit  at  least 
our  first  round  of  questioning  to  10  minutes.  If  no  other  members 
arrive,  obviously,  we  will  have  more  time  to  go  back  through  again 
for  a  considerable  period. 

Mr.  Secretary,  on  a  couple  of  issues.  First,  you  have  outlined 
rather  well,  I  think,  and  I  am  sure  you  could  even  be  more  poign- 
ant in  using  examples,  the  problems  which  your  people  run  into  on 
a  day-to-day  basis  in  serving  in  many  of  these  missions.  You  men- 
tioned Tajikistan,  and  I  know  that  in  a  lot  of  the  commonwealth 
states,  the  facilities  are  in  a  dire  way.  Certainly,  the  Bosnian  Sara- 
jevo situation  is  well  known.  Around  the  globe,  many  of  your  folks 
are  in  facilities  that  are  in  a  difficult  state. 

Also,  I  am  concerned,  and  I  know  members  of  this  committee  are 
concerned  about  the  level  of  security,  the  physical  security  not  only 
of  the  staff  but  of  their  families  and  the  movement  security  in  vehi- 
cles that  are  adequately  armored  and  Embassies  that  are  ade- 
quately secure,  and  in  those  instances  where  we  have  threats,  hav- 
ing adequate  support  for  not  only  the  Embassy  people  and  the 
State  Department  people  but  their  families  who  they  have  with 
them,  in  some  instances. 

I  guess  what  this  gets  to  is  an  ordering  of  priorities.  I  feel  very 
strongly  that  we  need  to  put  more  money  into  security  and  into  as- 
sisting you  in  addressing  the  infrastructure  needs  of  your  Embas- 
sies overseas.  We  now  have  this  GAO  report  that  tells  us  there  are 
somewhere  between  $400  and  $500  million  of  potential  surplus 
property  within  the  State  Department  of  the  $10  to  $12  billion  of 
property  the  State  Department  owns. 

I  guess  my  question  is,  in  light  of  the  GAO  report,  in  light  of  the 
demands  in  the  other  infrastructure  needs,  how  do  we  decide  or 
how  do  we  reach  an  agreement  here  as  to  expediting  review  of 
those  properties  which  GAO  has  identified  as  surplus  and  deciding 
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to  sell  them,  if  that  is  appropriate?  Second,  how  do  we  set  up  a  sys- 
tem where  we  can  look  at  other  properties  that  might  become  sur- 
plus and  selling  those  and  using  these  funds  to  support  your  agen- 
cy in  its  security  needs  and  in  its  facilities  around  the  globe,  rec- 
ognizing that  there  is  some  inherent  institutional  resistance  which 
arises  from  a  number  of  factors,  not  the  least  of  which  is  the  con- 
cern that  every  time  we  direct  you  to  sell  funds  in  some  place,  we 
may  reduce  your  funding  someplace  else,  or  that  some  Embassies 
may  want  to  keep  the  assets  because  if  they  sell  them,  they  may 
end  up  with  those  assets  being  moved  out  of  that  country  into  some 
other  higher  priority. 

So  I  would  like  you  to  discuss  this  whole  issue,  especially  in  the 
context  of  the  GAO  report,  which  reflects  these  large  number  of 
properties  which  are  not  now  surplus. 

Secretary  CHRISTOPHER.  Thank  you,  Mr.  Chairman.  I  welcome  a 
chance  to  discuss  that  subject.  We  are  very  anxious  to  sell  some  of 
the  large  properties  we  have  and  to  use  those  funds  for  more  effi- 
cient, smaller  properties. 

Last  year,  Mr.  Chairman  and  members,  we  sold  approximately 
50  million  dollars'  worth  of  properties  and  we  were  able  to  com- 
pletely fund  some  new  structures  and  new  Embassies  from  those 
sales.  We  have  on  the  market  about  $500  million  in  properties, 
which  shows  that  it  is  not  a  matter  of  our  intention,  nor  is  it  a 
matter  of  our  culture.  I  would  say  it  is  much  more  a  problem  of 
getting  the  properties  in  condition  to  be  sold  for  a  reasonable  price 
under  circumstances  that  the  host  government  will  permit. 

It  is  one  thing  to  identify  a  piece  of  property  and  say,  would  it 
not  be  a  good  thing  if  we  sold  this  and  scaled  down,  but  it  is  a  rath- 
er long  next  step  to  getting  that  property  on  the  market  under  cir- 
cumstances where  there  are  buyers  and  where  the  host  government 
will  permit  the  sale.  In  many  instances,  the  host  government  estab- 
lishes restrictions  on  the  sale  that  make  the  properties  almost 
unsalable.  On  other  instances,  they  have  designated  some  of  those 
properties  as  national  heritage,  and  we  might  do  the  same  thing, 
perhaps,  because  many  of  the  properties  go  back  dozens  of  decades 
or  even  hundreds  of  years. 

We  are  determined  to  sell  these  properties.  As  I  say,  we  sold 
about  $50  million  last  year  with  $500  million  on  the  market  at  that 
time  and  we  are  pushing  that  program  forward.  When  I  visit 
around  the  world,  I  frequently  talk  to  the  Ambassadors  who  have 
a  program  for  selling  off  a  large  property  and  perhaps  building 
safer  apartments  for  the  employees  who  live  there.  Safety  is  of 
great  concern  all  around  the  world.  Unfortunately,  the  presence  of 
a  criminal  threat  is  a  growing  one  at  many  of  our  Embassies 
around  the  world. 

We  agreed  with  the  basic  thrust  of  the  GAO  report.  If  one  want- 
ed to  review  their  conclusions  step  by  step,  I  think  we  could  ex- 
plain to  you  in  many  instances  why  we  are  not  in  a  position  to  sell 
the  properties  that  are  referred  to  in  that  report.  In  many  in- 
stances, the  host  government  has  simply  refused  to  cooperate  or 
have  placed  the  kind  of  restriction  that  make  a  profitable  sale  vir- 
tually impossible. 

I  would  like,  Mr.  Chairman,  to  be  able  to  work  with  your  staff 
to  show  you  what  we  are  doing,  to  show  you  the  priority  we  are 
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assigning  to  this  matter,  and  perhaps  they  will  have  some  thoughts 
about  helping  us  identify  places. 

Having  said  all  that,  I  want  to  make  a  somewhat  balancing 
statement,  Mr.  Chairman  and  members.  There  are  real  advantages 
to  the  United  States  to  have  the  kind  of  facility  where  we  can  en- 
tertain foreigners  and  where  we  can  have  a  facility  to  present 
American  visitors — in  many  instances,  American  businessmen — to 
their  counterparts.  I  frequently  go  to  Embassies  where  they  have 
receptions  three  or  four  nights  a  week,  not  the  kind  of  thing  the 
Ambassador  is  doing  because  he  wants  to  have  a  social  party  but 
because  he  is  bringing  together  visiting  Americans  and  business 
groups  or  governmental  groups  in  foreign  countries. 

When  I  talked  to  Ambassador  Jones  in  Mexico  City,  the  most  re- 
cent city  I  visited,  he  told  me  about  a  series  of  meetings  that  he 
has  set  up  between  American  businessmen  and  Mexican  officials 
and  businessmen.  So  a  proper  Embassy  residence  is  an  asset  for 
America  and  we  need  to  make  that  balance  very  carefully. 

On  the  other  hand,  there  are  some  that  are  referred  to  as  palaces 
which  clearly  ought  to  be  sold  and  we  would  like  to  sell. 

Senator  Gregg.  How  do  you  feel  about  this  GAO  suggestion  that 
we  put  in  place  a  systematic  way  of  doing  this,  where  we  set  up 
an  independent  review  council  which  could,  on  an  annual  basis,  go 
through  the  inventory  as  identified,  or  not  identified,  for  that  mat- 
ter, of  the  agency  or  department  and  would  be  a  fair  broker  of 
whether  or  not  it  was  necessary  for  diplomatic  activity  or  whether 
it  should  be  sold? 

Secretary  CHRISTOPHER.  Mr.  Chairman,  I  do  not  have  any  auto- 
matic resistance  to  that.  I  really  do  not  think  that  is  the  problem. 
I  think  the  problem  is  being  able  to  find  a  buyer  at  an  appropriate 
price  for  the  properties  that  we  have.  Many  of  them  are  quite  large 
properties,  but  the  real  problem  we  have  is  restrictions  placed  by 
the  local  government  on  putting  them  up  for  sale  on  a  basis  that 
can  obtain  their  commensurate  value.  It  takes  some  time  to  do 
that.  But  we  would  like  to  work  with  your  staff,  and  if  out  of  that 
comes  a  desire  to  have  some  sort  of  an  external  body  take  a  look 
at  this,  we  would  not  object  at  all. 

I  do  not  think,  though,  it  is  comparable  to  the  Base  Closure  Com- 
mission, for  example.  I  do  not  think  we  have  that  kind  of  a  need. 
It  is  more  a  fundamental  procedural  problem,  how  we  can  get  these 
on  the  market  and  how  we  can  get  a  reasonable  price  for  them. 

FUNDING  FOR  U.N.  ACTIVITIES 

Senator  Gregg.  On  another  issue,  your  budget  is  about  $2.7  bil- 
lion. What  we  are  spending  on  U.N.  activities  is  $1.5  billion.  How 
do  you  present  that  to  the  American  people  who  see  this  large  com- 
mitment to  U.N.  agencies  and  initiatives  and  respond  to  the  issue 
of  who  is  really  running  American  foreign  policy?  How  do  we  main- 
tain control  over  those  dollars?  How  do  we  make  sure  that  a  lot  of 
these  U.N.  initiatives  are  not  basically  going  off  on  tacks  that  end 
up  with  padded  patronage  activity  and  are  money  being  spent  on 
that,  or  alternatively  and  even  worse,  diplomatic  initiatives  which 
we  do  not  even  support? 

Secretary  Christopher.  Senator,  the  $1.5  billion  figure  that  I 
used  in  my  testimony  refers  to  not  just  the  U.N.  agencies  but  agen- 
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cies  such  as  NATO,  where  the  United  States  plays  a  leading  role 
and  where  we  greatly  share  the  burden  with  other  countries. 

I  do  think  we  have  to  rigorously  examine  each  of  those  expendi- 
tures. In  connection  with  the  United  Nations,  we  were  able  to 
achieve  this  year  for  the  first  time  a  cap  on  the  budget,  a  no- 
growth  budget  for  the  2  years  of  1996-97  with  a  cap  of  $2,608  bil- 
lion, and  that,  I  think,  is  a  major  step  forward.  That  is  the  U.N. 
budget,  not  our  contribution  to  it. 

But  I  think  the  way  we  meet  the  requirements  you  mentioned  is 
to  examine  each  one  of  the  expenditures  and  to  try  to  satisfy  our- 
selves that  they  are  justified.  In  any  organization  where  the  United 
States  is  a  member,  we  will  have  a  very  large  influence  and  the 
question  is  how  to  exercise  that  influence  in  the  most  effective  way. 

Senator  GREGG.  My  time  is  up. 

Senator  Hollings. 

U.N.  PEACEKEEPING 

Senator  HOLLINGS.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  with  respect  to  the  commitment  of  the  State  De- 
partment to  operations  versus  peacekeeping,  last  year,  I  asked  that 
question,  whether  we  were  more  importantly  engaged  in  peace- 
keeping or  more  importantly  engaged  in  the  State  Department  op- 
erations. 

The  obvious  reason  for  the  question  was  as  you  indicate,  that  you 
have  been  closing  down  2,000  personnel,  19  posts,  and  so  forth 
since  1993.  This  particular  budget  continues  a  trend,  as  I  see  it. 
I  see  that  peacekeeping  is  accorded  a  $222  million  or  18  percent 
increase  whereas  the  State  Department  operations,  only  a  $37  mil- 
lion, 1.8  percent  increase. 

I  do  not  want  to  say  you  can  be  the  Secretary  of  the  United  Na- 
tions or  the  Secretary  of  the  State  Department,  but  it  is  obvious 
to  me  that  we  have  to  start  building  back  our  front  line  in  this 
global  economic  conflict,  and  the  State  Department,  to  extend  not 
only  our  economic  interest  but  our  values  as  a  Nation,  democracy, 
and  freedom,  we  are  just  cutting  back,  cutting  back,  cutting  back. 

But  every  time  you  get  the  slightest  conflict — and  at  a  recent 
meeting  with  President  Carter,  he  said  there  are  35  wars  around 
the  globe  and  all  of  them  are  civil.  We  can  end  up  financing  peace- 
keeping in  35  civil  wars  around  the  world  and  the  State  Depart- 
ment go  out  of  business. 

Secretary  Christopher.  First,  Senator  Hollings,  I  greatly  appre- 
ciate your  support  for  a  more  robust  effort  to  bring  up  to  date  the 
obsolete  equipment  we  have  in  the  State  Department  and  for  better 
support  for  our  diplomats  around  the  world.  That  is  very  much  ap- 
preciated, Senator. 

The  increase  in  our  U.N.  budget  that  you  have  referred  to  is  vir- 
tually all  in  an  effort  to  pay  back  our  arrears  over  a  5-year  period. 
I  do  think  it  is  important  to  get  the  United  States  back  in  the 
black,  to  overcome  the  charge  that  we  are  so  behind  in  our  pay- 
ments and  causing  the  United  Nations  to  go  into  or  threaten  bank- 
ruptcy. 

But  you  will  be  pleased  to  know,  Senator,  that  the  U.N.'s  expend- 
itures for  peacekeeping  are  down  very  dramatically.  I  am  not  sure, 
but  I  think  they  are  less  than  one-half  in  terms  of  the  peacekeeping 
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expenditures  that  the  administration  sought  last  year.  Part  of  that, 
of  course,  is  caused  by  the  phasing  out  of  the  United  Nations  in 
Bosnia,  but  nevertheless,  that  is,  I  think,  a  very  important  step  in 
the  right  direction.  Furthermore,  I  do  think  the  $37  million  of  in- 
crease in  the  State  Department's  budget  is  vital  to  try  to  modernize 
our  communications  and  information  equipment. 

HIRING  AND  RETAINING  QUALITY  FOREIGN  SERVICE  OFFICERS 

Senator  Hollings.  Then  it  goes  not  only  to  the  competition  with 
peacekeeping  in  35  civil  wars  around  the  world  but  the  expansion- 
ist policies  here  in  the  national  government.  An  example  is  you  cut- 
ting back  2,000.  The  Clinton  administration  is  simultaneously  pro- 
posing to  hire  an  additional  743  FBI  agents,  387  DEA  agents,  1,479 
INS  personnel,  3,846  prison  guards,  and  you  have  cut  5  percent  or 
226  of  your  officers  from  the  past  few  years.  We  are  down  to  only 
100  new  Foreign  Service  officer  positions,  and  you  get  disturbed 
about  the  quality  of  the  people,  the  attractions  of  bringing  in  the 
best  and  the  brightest,  which  has  been  the  track  record  of  State. 
I  am  worried  about  bringing  them  in  now.  What  about  that? 

Secretary  Christopher.  Senator  Hollings,  I  guess  I  can  only  say 
amen.  I  am  worried  about  it,  too.  I  think  the  limited  promotions 
that  we  have  available  are  causing  a  serious  morale  problem.  Jun- 
ior officers  are  saying,  is  there  really  a  future  for  us?  So  I  have 
been  fighting  against  these  cutbacks  because  such  budget  cutbacks 
almost  always  finally  come  home  to  roost  in  needing  to  cut  back 
personnel. 

We  want  to  do  our  share.  We  want  to  see  the  budget  balanced 
by  2002.  But  I  do  think  we  are  at  the  point  where  any  further  re- 
ductions will  be  very  serious.  I  do  not  want  to  get  in  a  discussion 
here  with  respect  to  the  law  enforcement  personnel  because  that  is 
a  very  high  priority  for  us,  too,  but  I  do  think  we  have  reached  the 
point  where  further  cuts  in  our  budget,  and  we  are  about  $3  billion 
lower  than  we  were  when  I  came  into  office,  are  not  in  the  national 
interest  and  threaten  our  ability  to  carry  out  our  diplomacy,  which 
is  absolutely  essential. 

You  know,  it  is  really  quite  ironic  that  in  this  period  of  peace, 
where  we  are  trying  to  keep  the  peace,  we  are  cutting  back  on  our 
diplomatic  efforts  to  maintain  the  peace,  whereas  at  the  same  time, 
Congress  is  asking  the  Defense  Department  to  accept  $12  or  $13 
billion  more  than  they  have  asked  for.  There  is  an  irony  about  that 
that  has  not  escaped  me. 

DIPLOMATIC  SECURITY  OF  FACILITIES 

Senator  HOLLINGS.  You  say  you  do  not  want  to  get  into  it  with 
the  law  enforcement  officers,  but  there  is  no  question  that  we  are 
going  to  take  care  of  law  enforcement.  We  always  have.  But  right 
to  the  point,  with  respect  to  the  diplomatic  security  of  the  facilities 
here  in  the  domestic  United  States  as  compared  to  overseas,  I  un- 
derstand our  very  zealous  Director,  Judge  Freeh  of  FBI,  is  ready, 
willing,  and  able,  is  that  it,  to  take  over  from  the  State  Department 
its  overseas  diplomatic  security  functions,  but  he  has  declined  to 
take  over  the  security  functions  of  diplomatic  facilities  here  in  the 
United  States. 
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Secretary  CHRISTOPHER.  Senator,  I  think  all  I  would  say  about 
that  is  knowing  the  quality  of  our  diplomatic  security  officers 
around  the  world  and  knowing  how  well  they  protect  me,  I  can  see 
why  Judge  Freeh  might  want  to  have  them  on  his  payroll. 

STAFFING  OVERSEAS 

Senator  HOLLINGS.  I  understand.  I  think  you  have  to  watch  it, 
because  you  have  less  than  one-third — you  travel  all  the  way 
around  the  world  and  you  see  at  any  particular  Embassy  less  than 
one- third  are  State  Department  personnel.  These  other  agencies 
are  just  growing  and  growing  and  you  are  the  landlord  and  we  are 
having  to  pick  up  the  bill  and  no  one  seems  to  understand  it. 

Specifically  in  China,  we  just  came  back  from  a  trip  there  in 
Beijing,  and  I  think  we  have  in  the  People's  Republic  of  China  it- 
self only  174  now.  In  Hong  Kong,  we  have  158  personnel.  In  Singa- 
pore, we  have  140.  These  are  just  two  cities.  There  are  20  million 
over  in  Taiwan.  We  have  73  officers  there.  China  has  20  percent 
of  the  world's  population,  1.2,  1.3  billion  people,  and  only  174  there. 
I  would  think  that  Ambassador  Sasser  and  the  team  really  need  a 
doubling  there.  Let  us  take  it  from  Hong  Kong,  take  it  from  Singa- 
pore and  some  of  these  cities  and  get  with  the  real  important  coun- 
try and  mission,  would  you  not  think  so? 

Secretary  CHRISTOPHER.  Yes,  sir;  I  think  we  need  to  strengthen 
our  diplomatic  presence  in  China.  As  I  mentioned  in  my  statement, 
our  facility  there  is  old  and  it  suffers  from  dust  and  sewer  gas.  It 
really  is  not  the  kind  of  a  facility  that  the  United  States  ought  to 
have  and  we  are  making  some  efforts,  just  since  you  returned,  Sen- 
ator, to  correct  that. 

There  does  need  to  be  a  reallocation  of  some  of  our  facilities, 
some  of  our  personnel  around  the  world.  We  are  constantly  looking 
at  that,  working  at  that.  We  try  to  have  our  facilities  and  our  per- 
sonnel where  it  serves  American  interests,  where  it  serves  Amer- 
ican citizen  interests  and  American  business  interests,  and  we  are 
constantly  ready  to  adjust  that. 

DIPLOMATIC  RELATIONS  WITH  CHINA 

Senator  HOLLINGS.  I  have  one  important  question  in  this  limited 
time  that  we  have  to  emphasize. 

Senator  Gregg.  Hopefully,  we  will  go  around  again. 

Senator  HOLLINGS.  The  policy  is  one  of  engagement,  but  I  can 
tell  you,  on  the  ground  in  mainland  China,  the  policy  seems  to  be 
one  of  confrontation  and  containment.  There  is  not  any  question 
about  it. 

Secretary  Christopher,  you  make  a  tremendous  impression,  very 
favorably  for  us,  but  you  have  only  been  once  to  Beijing.  The  Presi- 
dent of  the  United  States  makes  a  very  favorable  impression  and 
he  has  never  been  to  China.  He  can  drop  down  to  all  these  little 
countries  around  the  world,  and  relationships  are  awfully  impor- 
tant to  the  Chinese.  That  is  the  No.  1  thing.  We  have  not  estab- 
lished those  relationships. 

We  do  not  have  that  high-level  daily  contact  and  everything  else 
of  that  kind,  so  that  when  these  steps  are  taken,  they  are  taken 
on  the  front  page  of  the  New  York  Times  and  the  Washington  Post 
and  then  they  are  issues  here  with  us  politically  and  you  cannot 
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talk  sense  because  there  is  no  sense  of  history  in  this  U.S.  Con- 
gress. 

I  would  hope  that  you  would  make  more  visits  to  China  and  act 
like  we  pay  more  attention  to  them.  What  is  the  policy  of  receiving 
the  officials  from  the  People's  Republic  of  China?  Have  we  ever  of- 
fered to  do  that?  My  understanding  is  we  offered  not  to  do  it. 

Secretary  Christopher.  Senator,  I  think  one  of  the  things  I 
ought  to  do  first  is  to  agree  with  you,  that  we  need  to  make  it  clear 
to  the  Chinese,  if  there  is  any  doubt,  that  we  are  not  trying  to  con- 
tain them.  We  are  not  trying  to  isolate  them.  We  want  to  be  in- 
volved and  engaged  with  them. 

I  am  going  to  make  a  major  speech,  or  at  least  what  is  a  major 
speech  for  me,  tomorrow,  devoted  exclusively  to  China  because  of 
the  importance  that  I  attach  to  it.  The  President  is  going  to  make 
a  speech  on  Monday  in  which  a  good  portion  of  it  will  be  devoted 
to  China.  We  recognize  the  importance  of  China. 

We  invited  President  Jiang  Zemin  here  to  Washington  last  fall. 
They  wanted  to  have  a  different  level  of  visit  than  we  thought  was 
appropriate  at  the  time.  But  my  feeling  is  that  we  need  to  have  a 
greater,  more  regular  engagement  with  China.  I  appreciate  the 
messages  you  brought  back  from  your  trip  because  it  helps 
strengthen  our  knowledge  of  that  country  and  also  the  priority  we 
give  to  it. 

Senator  HOLLINGS.  Very  good.  Thank  you,  Mr.  Chairman. 

Senator  Gregg.  Senator  Lautenberg. 

PEACE  IN  THE  MIDDLE  EAST 

Senator  Lautenberg.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  welcome.  I  marvel  at  your  ability  to  accumulate 
mileage  the  way  you  have.  That  frequent  flyer  ticket  is  going  to  be 
pretty  extensive. 

I  also  have  to  tell  you  that  I  respected  so  much  your  willingness 
to  turn  the  other  cheek  to  get  some  peace  in  the  Middle  East,  to 
reestablish  the  quiescent  attitude  there.  What  is  the  situation,  Mr. 
Chairman?  Can  we  talk  about  Syria  here,  or  is  it 

Secretary  Christopher.  Yes;  of  course.  No  questions  are  out  of 
bounds,  and  I  will  try  to  keep  the  answers  in  bounds,  Senator. 

I  negotiated  there  an  understanding  between  the  parties  which 
ended  the  crisis  and  gave  us  an  opportunity,  I  think,  to  try  to  en- 
sure there  is  protection  for  the  civilians.  Unfortunately,  the  under- 
standing did  not  extend  to  action  in  the  security  zone.  I  had  hoped 
for  a  period  of  calm  in  the  security  zone.  It  has  not  come  out  the 
way  that  I  had  hoped  for,  but  nevertheless,  the  understandings  are 
holding  in  the  sense  that  there  have  been  no  attacks  on  civilians 
and  no  rockets  into  northern  Israel. 

We  have  been  meeting  here  in  the  last  few  days  in  an  attempt 
to  put  together  the  monitoring  group  that  is  called  for  by  the  un- 
derstandings that  we  negotiated.  We  are  making  good  progress  on 
that,  and  I  think  when  that  monitoring  group  gets  in  place,  it  may 
have  an  even  broader  effect. 

With  respect  to  Syria,  Senator,  I  have  no  illusions  about  the  situ- 
ation in  Syria.  We  have  them  on  our  list  for  severe  treatment  in 
the  sense  they  are  on  the  narcotics  list  as  well  as  the  terrorism  list. 
But  at  the  same  time,  the  fact  that  Syria  is  willing  to  engage  on 
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a  bilateral  basis  in  discussions  with  Israel  with  respect  to  ending 
the  state  of  war  and  bringing  peace  is  an  important  fact. 

It  is  a  recognition  of  Israel  by  Syria  that  has  not  happened  be- 
fore, and  for  myself,  I  think  there  is  still  a  reasonable  chance  for 
peace  between  those  two  countries.  I  would  not  be  expending  as 
much  time  as  I  have  on  that  matter  if  I  did  not  think  there  was 
a  reasonable  chance.  It  is  going  to  remain  a  high  priority  for  me 
as  long  as  I  am  in  this  position,  because  I  think  from  the  stand- 
point of  Israel,  the  Middle  East,  and  the  world  as  a  whole,  we  need 
to  see  if  we  cannot  close  the  circle  of  peace.  The  fact  that  they  ac- 
cepted U.S.  mediation  and  created  the  new  set  of  understandings 
is  a  reflection  of  the  fact  that  the  United  States  is  absolutely  essen- 
tial in  that  part  of  the  world. 

With  all  the  difficulties  and  with  all  the  travail,  I  think  it  is  a 
very  good  expenditure  of  U.S.  diplomatic  effort  and  money.  Look 
what  has  been  achieved  just  since  1993  with  the  agreements  there, 
the  opening  up,  the  end  of  the  isolation  of  Israel.  I  will  not  prolong 
that  list,  but  I  think  we  ought  to  keep  working  at  it,  Senator. 

REFUGEE  STATUS  FOR  CERTAIN  CATEGORIES  OF  CITIZENS  IN  THE 
FORMER  SOVIET  UNION  AND  FORMER  INDOCHINA 

Senator  Lautenberg.  I  admire  your  tenacity,  Mr.  Secretary,  and 
your  energy.  I  am  very  disappointed  in  the  Syrian  action,  not  in 
stopping  the  shooting  for  the  moment  but  in  this  kind  of  encourag- 
ing provocation  by  sitting  on  the  sideline  when,  in  fact,  they,  I 
think,  had  the  capacity  to  stop  those  attacks  on  Israel.  But  stay 
with  it,  Mr.  Secretary. 

A  few  years  ago,  I  authored  a  law  that  facilitates  the  granting 
of  refugee  status  for  certain  categories  of  citizens  in  the  former  So- 
viet Union,  former  Indochina.  It  seems  to  have  worked  very  well. 
It  is  about  to  expire  and  I  wonder  whether  you  can  give  me  the 
State  Department  view  of  the  law  and  what  your  position  is  on  it. 

Secretary  Christopher.  Senator,  we  think  that  law  has  served 
an  important  purpose,  particularly  permitting  immigration  from 
Russia  and  the  other  nations  of  the  former  Soviet  Union,  to  ensure 
that  they  have  an  opportunity  to  leave.  There  has  been  some  sense 
that  perhaps  that  law  had  served  its  purpose  or  run  its  course,  but 
we  are  supporting  another  year's  extension  of  that  law  to  ensure 
that  it  completes  its  purpose.  So  we  are  supportive  of  that  and  we 
admire  you  for  what  you  did  in  leading  the  way  in  earlier  years  to 
a  much-needed  provision. 

Senator  Lautenberg.  Thank  you,  Mr.  Secretary,  because  what 
we  are  hearing  now  from  some  of  the  parties  somewhat  in  the  lead 
in  the  polling  just  before  the  elections  in  Russia,  two  of  the  leaders, 
a  leader  in  each  of  two  parties,  has  continued  to  perpetrate  the 
anti-Semitic  propaganda  that  has  been  so  much  a  part  of  their  cul- 
ture. It  is  both  Mr.  Zyuganov  and  Zhirinovsky,  the  head  of  the 
Communist  party,  and  the  Zhirinovsky  people  have  both  espoused 
the  same  hate  before,  and  that  is  the  deportation  of  those  of  Jewish 
background.  I  worry  about  that. 

downswing's  effect  on  PROMOTING  U.S.  business  overseas 

Mr.  Secretary,  the  budget,  the  cutting  back  on  the  budget  worries 
all  of  us  who  believe  that  the  United  States  makes  great  sacrifices 
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when  we  step  back  from  the  international  arena.  You  have  done  a 
great  job  and,  I  think,  will  long  be  remembered  for  your  persistence 
in  trying  to  make  certain  that  we  do  not  abandon  the  opportunities 
as  well  as  the  responsibilities. 

Is  it  fair  to  say  that  these  reductions  in  resources  will  cost  us, 
in  many  cases,  extra  dollars  in  U.S.  defense  needs,  or  do  these  re- 
ductions undermine  our  Government's  opportunity  to  promote  busi- 
ness overseas? 

Secretary  Christopher.  Both  things  are  true,  Senator.  First,  let 
me  thank  this  committee  for  your  efforts  in  the  1996  budget  in  the 
latter  days  to  ensure  that  the  State  Department  received  a  bare 
minimum  of  what  is  necessary  to  operate. 

Senator  GREGG.  We  start  off  slowly. 

Secretary  CHRISTOPHER.  The  stretch  run  was  very  impressive, 
and  we  thank  you  for  that,  Mr.  Chairman. 

There  is  no  doubt  in  my  mind,  Senator,  that  when  we  shortcut 
our  diplomatic  endeavors  we  do  not  give  prevention  the  major  op- 
portunity that  it  has.  You  do  not  have  to  prevent  very  many  crises, 
you  do  not  have  to  stop  very  many  potential  wars,  to  save  our  en- 
tire budget.  Our  entire  budget,  that  is,  the  entire  international  af- 
fairs budget,  is  only  1.2  percent  of  the  entire  Federal  budget,  and 
it  is  dwarfed  by  the  budget  for  our  armed  services.  I  do  not  criticize 
that  at  all,  but  I  do  think  that  it  is  shortsighted  not  to  adequately 
fund  our  budget  because  it  is  used  for  crisis  prevention,  it  is  used 
to  forward  American  interests,  and  it  is  used  to  help  American 
businesses. 

One  of  the  culture  changes  that  I  have  helped  to  make  in  the  3V2 
years  that  I  have  been  there  is  to  make  the  State  Department  more 
business  friendly,  but  we  cannot  do  it  effectively  if  we  are  cutting 
back  on  our  personnel.  As  Senator  Hollings  said,  if  the  diplomatic 
personnel  are  down  to  about  one-third  of  the  total  size  of  American 
personnel  in  the  area,  you  are  going  to  have  people  who  simply  do 
not  have  time  to  do  what  they  would  like  to  do  for  American  busi- 
ness. 

I  find  that  we  have  reached  the  breaking  point  on  that.  I  have 
gone  to  many  Embassies  in  which  the  Ambassador  has  said,  "You 
know,  we  have  American  business  come  here  and  we  do  everything 
we  can  for  them  but  I  simply  cannot  have  our  people  in  two  places 
at  once.  If  somebody  is  trying  to  double  as  both  a  political  officer 
and  an  economic  officer,  he  may  not  be  able  to  make  all  the  ap- 
pointments he  wants  to  make." 

I  think  that,  as  I  have  said  before,  whoever  is  the  next  President 
will  take  a  look  at  our  diplomatic  budget  and  feel  that  we  have  cut 
back  to  an  unwise  extent. 

CRIMINAL  PROSECUTION  OF  PAN  AM  103  SUSPECTS 

Senator  Lautenberg.  Last,  Mr.  Chairman,  Mr.  Secretary,  the  re- 
cently enacted  Terrorism  Prevention  Act  enables  a  suit  to  be 
brought  on  the  part  of  American  citizens.  In  particular,  I  am  talk- 
ing about  the  Pan  Am  103  matter,  which  I  have  had  an  active  in- 
terest in  since  it  occurred.  Several  of  them  have  gotten  together 
and  91  of  the  families  have  instituted  suit  against  Libya  and  the 
other  defendants  in  a  civil  trial. 
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I  am  aware  that  our  Government  wants  to  conduct  a  criminal 
trial  and  I  ask  whether  or  not  any  action  taken  on  behalf  of  the 
claims,  the  civil  claims,  would  be  in  any  way  an  interference  with 
the  ability  of  our  Government  to  pursue  the  criminal  objective. 

Secretary  Christopher.  Let  me  say,  Senator,  that  I  share  your 
deep  concern  about  the  Pan  Am  103  families  and  their  situation. 
I  have  met  with  them  and  resolving  this  issue  is  a  very  important 
U.S.  interest.  It  is  an  important  United  States  interest  to  force 
Libya  to  turn  over  the  two  suspects.  It  is  important  to  United 
States  national  interest  to  ensure  that  the  sanctions  are  main- 
tained on  Libya  until  they  fully  comply. 

I  know  about  the  new  provision.  The  Justice  Department  is  seri- 
ously considering  how  they  can  best  carry  out  the  provisions  of  that 
statute,  having  in  mind,  as  you  say,  that  they  desire  to  conduct  a 
criminal  prosecution  and  they  do  not  want  to  do  anything  by  way 
of  making  the  information  available  in  the  civil  actions  in  a  way 
that  might  compromise  the  criminal  prosecution. 

Once  upon  a  time,  I  was  a  lawyer,  as  many  here  were,  and  I  find 
it  a  very  interesting  question,  but  one  that  I  should  not  try  to  spec- 
ulate on.  It  basically  is  a  question  for  the  Attorney  General.  What 
is  necessary  to  protect  the  integrity  of  the  criminal  action?  How 
might  the  civil  action  compromise  in  some  way,  through  the  pre- 
mature release  of  information,  the  ultimate  criminal  action?  That 
is  a  balancing  question  that  really  needs  to  be  made  by  those  who 
are  litigating  those  cases  or  potentially  litigating  those  cases,  not 
I.  All  I  can  say  is  that  I  hope  that  we  do  everything  that  we  appro- 
priately and  feasibly  can  to  help  those  families  get  some  rec- 
ompense. 

Senator  Lautenberg.  Thank  you,  Mr.  Secretary. 

FUNDING  OF  ALL  IMAGING  AGENCIES  UNDER  DOD 

Senator  Gregg.  Senator  Kerrey. 

Senator  Kerrey.  Thank  you,  Mr.  Chairman. 

Mr.  Secretary,  it  is  very  nice  to  see  you  again.  It  has  been  a 
while  since  I  have  seen  you  face  to  face. 

Secretary  Christopher.  Good  morning,  Senator. 

Senator  Kerrey.  First,  let  me  point  out  something  I  repeatedly 
do  at  these  Appropriations  hearings  and  that  is  to  point  out  that 
under  the  President's  budget  this  year,  we  will  have  34  percent  of 
that  budget  will  go  to  domestic  appropriations,  defense  and  non- 
defense.  At  the  end,  in  2002,  27  percent  will  be  domestic  defense 
and  nondefense.  That  is  a  point  a  year.  Out  of  $1.6  trillion,  that 
is  $16  billion  a  year  that  will  be  cut,  has  to  be  cut  out  of  defense 
and  nondefense  in  order  to  make  room  for  growth  of  those  pro- 
grams that  are  mandated,  and  the  biggest  ones  are  retirement  and 
health  care.  The  biggest  one  of  all,  retirement,  is  not  even  on  the 
negotiating  table  at  the  moment. 

Second,  let  me  say,  Mr.  Secretary,  I  appreciate  very  much  in  the 
discussions  that  we  have  just  finally  wrapped  up  over  the  1996 
budgets  your  insistence  that  the  language  regarding  the  Embassy 
in  Vietnam  not  be  so  restrictive  that  that  Embassy  would  not  be 
built.  Not  only  do  I  think  it  advances  the  cause  of  United  States 
interests  in  Vietnam,  I  think  our  personnel  would  be  safer,  and  I 
regret  that  you  had  to  fight  the  battle  because  I  think  it  merely 
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keeps  an  old  wound  open.  I  appreciate  very  much  your  insistence 
that  that  language  not  be  as  restrictive  as  it  initially  was. 

Last,  Mr.  Secretary,  I  would  like  to  bring  to  your  attention,  and 
perhaps  you  already  are  aware  of  it,  and  I  just  will  ask  you  if  you 
are  aware  of  it  rather  than  bringing  it  to  your  attention.  The  De- 
partment of  Defense  in  the  Defense  authorization  bill  has  asked  for 
the  consolidation  of  a  number  of  imaging  programs,  many  of  which 
have  been  used  by  the  Department  of  State  in  the  last  couple  of 
years  in  North  Korea,  in  Iraq,  and  most  notably,  in  Dayton  and  the 
continuing  effort  that  is  going  on  in  Bosnia. 

As  I  see  it,  military  operations  in  the  future  are  not  only  going 
to  be  joint,  they  are  also  going  to  be  multinational,  and  very  signifi- 
cantly, they  are  all  going  to  have  a  very  big  civilian  wedge,  so  that 
the  soldiers,  sailors,  airmen,  marines  that  are  participating  who 
are  given  a  ribbon,  their  capacity  to  feel  proud  about  the  wearing 
of  that  ribbon  is  going  to  hinge  upon  the  success  of  the  civilian 
component.  It  is  very  clear  that  that  is  the  case  in  Bosnia. 

The  Defense  authorization  bill  at  this  stage  in  the  game  takes  all 
the  imaging  agencies  and  puts  them  in  the  Department  of  Defense 
and  makes  them  combat  support  agencies  under  statute,  unlike  the 
National  Security  Agency,  where  80  percent  of  it  is  in  DOD,  that 
those  things  are  left  as  national  assets  and  much  more  likely,  it 
seems  to  me,  tasked  for  State,  for  law  enforcement,  and  other  na- 
tional customers,  including,  by  the  way,  the  Chairman  of  the  Joint 
Chiefs  of  Staff,  who  has  significant  national  responsibility,  as  well. 

I  would  just  ask  you  if  you  are  aware  of  that  proposal  by  the  De- 
partment of  Defense,  and  if  you  are  aware  of  it,  what  is  your  view 
of  it? 

Secretary  Christopher.  Senator,  I  thank  you  for  calling  it  to  my 
attention.  I  am  not  aware  of  it  and  it  is  clear  that  I  ought  to  be 
aware  of  it. 

Senator  Kerrey.  I  appreciate  it.  We  are  in  discussions  right  now. 
The  Intelligence  Committee  asked  for  a  sequential  referral,  regret- 
tably. We  have  not  done  that  before  and  it  has  provoked,  to  put  it 
mildly,  some  irritation  on  the  part  of  the  defense  authorizers.  We 
did  not  intend  it  that  way,  but  I  feel  very  strongly  that  if  the  law 
is  written  as  is  proposed,  that  the  people  who  will  suffer  will  be 
the  national  customer.  I  think  the  Chairman  of  the  Joint  Chiefs  is 
going  to  regret  it,  but  I  think  all  Americans  who  recognize  increas- 
ingly the  value  of  the  technology  will  regret  it  also. 

It  was  Madeleine  Albright  who  carried  images  to  the  National 
Security  Council  showing  proof  of  North  Korea's  nuclear  program. 
It  was  Madeleine  Albright  that  went  on  a  worldwide  tour  of  Na- 
tional Security  Council  members  to  make  sure  we  continued  our 
sanctions  on  Iraq.  It  was  your  efforts  that  negotiated  the  treaty  in 
Dayton,  and  it  seems  to  me  increasingly  that  is  going  to  be  the 
kind  of  operation  we  are  engaged  in.  I  am  not  trying  to  do  a  power 
grab  away  from  the  Department  of  Defense.  I  just  think  that  their 
lawyers  over  there  have  made  a  requirement  that  I  think  none  of 
us  are  going  to  like  if  that  ends  up  being  the  law. 

Secretary  CHRISTOPHER.  Thank  you  for  alerting  me. 
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CONSOLIDATION  OF  STATE,  ACDA,  AND  AID 

Senator  Gregg.  Mr.  Secretary,  as  you  know,  over  the  last  IV2 
years,  we  have  had  a  fairly  significant  debate  up  here  on  the  Hill 
which  has  involved  the  administration  over  how  to  reorganize  your 
Department  and  ACDA  and  AID.  I  believe  there  was  some  under- 
standing, and  maybe  I  am  not  totally  current  on  this,  that  there 
would  be  a  proposal  coming  from  you  folks.  That  was  sort  of  the 
way  it  was  left  after  the  bill  had  been  vetoed  and  sustained,  I 
guess,  on  a  consolidation.  If  that  was  not  the  way  it  was  left, 
maybe  I  am  wrong. 

But  in  any  event,  can  you  give  us  your  thoughts  on  consolidation 
today  and  where  we  can  go  on  trying  to  give  you  line  operation  con- 
trol over  agencies  which  basically  impact  international  affairs? 

Secretary  Christopher.  Senator,  it  was  forced  consolidation  that 
we  were  opposed  to.  The  President  did  veto  the  bill  on  that  ground, 
as  well  as  others.  It  is  clear  to  me  that  we  must  find  new  ways  to 
economize,  that  the  agencies  that  we  have  under  the  foreign  affairs 
rubric  need  to  find  ways  to  avoid  duplication.  Certainly,  the  admin- 
istrative services  need  to  be  very  much  combined  so  you  do  not  go 
to  a  foreign  country  and  find  separate  administrative  operations  for 
different  agencies. 

I  think  it  will  be  appropriate  for  us  to  conduct  a  new  strategic 
management  initiative  to  see  how  we  can  save  additional  funds  as 
we  enter  this  new  period.  I  think  we  ought  to  step  back  and  take 
a  look  at  the  whole  situation. 

The  President  and  the  Vice  President,  as  you  know,  are  opposed 
to  forced  consolidation,  but  that  certainly  does  not  mean  that  we 
cannot  operate  more  efficiently  to  ensure  that  we  do  not  have  over- 
lapping operations  and  to  ensure  that  we  do,  for  example,  things 
like  budgeting  and  payrolls  in  the  most  efficient  manner.  I  think 
that  we  are  obligated  to  come  to  you  with  ways  to  convince  you 
that  we  are  doing  it  in  the  most  efficient  way. 

I  cannot,  I  do  not  think,  go  beyond  that  statement  at  the  present 
time,  but  it  is  a  matter  that  I  am  acutely  conscious  of.  As  those 
budgets  have  been  cut  very  severely,  that  is,  for  USIA  and  ACDA, 
I  think  it  becomes  even  more  apparent  that  we  need  to  combine 
some  functions  to  make  the  very  best  use  of  those  cutback  funds. 

Senator  Gregg.  I  agree  with  that.  There  is  obviously  significant 
sentiment  up  here  to  do  something  in  this  area,  so  it  is  an  oppor- 
tunity sitting  to  be  taken  advantage  of,  I  think.  It  goes  beyond  not 
only  ministerial  and  management.  I  think  it  goes  to  the  issue  of  the 
role  of  the  Secretary  of  State  in  managing  those  agencies. 

Secretary  Christopher.  Without  going  too  far  ahead  or  project- 
ing too  far  ahead,  I  think  that  as  we  move  into  this  new  period, 
we  would  need  another  analysis,  another  examination.  Reinventing 
Government  is  a  work  in  process.  It  needs  to  keep  going  and  we 
need  to  take  another  look  and  see  how  we  can  make  further  sav- 
ings. 

U.N.  ARREARAGES 

Senator  GREGG.  On  the  issue  of  these  arrearages  with  the  United 
Nations,  I  guess  I  recognize  that  the  administration  feels  an  obliga- 
tion to  update  these  arrearages,  but  the  problem  is,  what  we  are 
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paying  for  are  past  practices  which  were  profligate  and,  in  many 
instances,  excessively  bureaucratic  and  dominated  by  patronage. 
One  just  has  severe  reservations  about  our  obligations  on  paying 
these  arrearages,  fully  paying  up  these  arrearages  when  we  recog- 
nize that  so  much  of  the  money  was  wasted.  I  recognize  you  prob- 
ably do  not  agree  with  that  philosophy,  but  that  just  happens  to 
be  my  reaction.  I  will  not  even  ask  for  a  response  on  that,  because 
I  suspect  it  is  a  rhetorical  point. 

I  will  turn  to  Senator  Hollings. 

Senator  Hollings.  We  are  like  the  old  woman  that  lived  in  the 
shoe.  We  have  more  arrearages  than  we  know  what  to  do.  [Laugh- 
ter.] 

We  are  spending  $1  billion  a  day  for  the  arrearages  during  the 
1980's  of  this  so-called  growth,  Reaganomics,  whoopee.  So  we  quin- 
tupled the  national  debt,  from  less  than  $1  trillion  to  $5 

Senator  Gregg.  You  are  still  under  the  10-minute  rule,  you 
know.  [Laughter.] 

Senator  HOLLINGS  [continuing].  And  the  interest  cost  is  $1  billion 
a  day.  So  we  have  arrearages.  I  hope  that  we,  who  are  raising  the 
point  of  arrearages,  will  help  take  care  of  the  main  arrearage,  the 
waste,  fraud,  and  abuse  of  spending  $250  billion  more  than  we  take 
in  each  year. 

BUENOS  AIRES  FACILITY 

Getting  to  the  facilities,  Mr.  Secretary,  I  know,  for  example,  and 
I  think  you  can  work  it  out  with  the  chairman  from  year  to  year 
in  your  annual  planning  and  your  annual  appropriation  request 
with  respect  to  those  buildings,  like  in  order  to  build  a  new  facility 
in  Berlin,  Germany,  we  will  have  to  sell  the  one  in  Bonn. 

We  do  not  need  a  GAO  to  run  around  in  an  ignorant  fashion. 
They  do  not  know  anything  about  Buenos  Aires  and  Argentina,  I 
can  tell  you  that  right  now.  That  is  one  of  those  national  heritage 
buildings  where  President  Roosevelt,  President  Bush,  all  the  other 
Presidents  stayed,  but  it  is  used  as  a  utility  building  down  there, 
not  just  for  the  annual  meetings  and  get-togethers  and  all  that  is 
the  finest  of  diplomacy  with  respect  to  our  American  Chamber  of 
Commerce  and  the  other  entities  there,  various  Argentine  meet- 
ings. 

President  Menem,  when  we  called  on  him,  that  is  the  first  thing 
he  brought  up.  He  said,  "I  heard  the  United  States  is  going  to  sell 
the  building."  We  put  into  the  language  of  this  particular  sub- 
committee's report  that  it  could  not  be  sold.  Otherwise,  for  the 
State  Department  personnel,  and  we  cannot  buy  them  all  member- 
ships in  the  country  club.  The  Ambassador  has  them  using  the  fa- 
cilities to  swim  there  at  the  pool  and  barbecues  and  it  is  a  U.S.  cul- 
tural center.  The  American  chamber  besieged  us  to  retain  the 
building. 

So  we  have  to  open  our  eyes  and  work  in  here  with  the  chairman 
on  a  list  of  intent,  and  I  hope  we  have  no  intent  whatsoever  of  try- 
ing to  sell  that  facility  down  in  Buenos  Aires.  Do  you  agree? 

Secretary  Christopher.  Yes;  I  do.  We  need  to  approach  it  intel- 
ligently. The  test  is  always  what  the  national  interest  is.  In  many 
of  those  countries,  the  U.S.  Embassy  or  the  residence  is  really  a 
great  asset  to  the  United  States  and  one  that  would  cost  us  so 
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much  more  in  goodwill,  and  in  effectiveness  for  our  businessmen  if 
we  sold  it. 

U.S.  POLICY  ON  INTELLECTUAL  PROPERTY  RIGHTS 

Senator  HOLLINGS.  I  intend  to  vote  for  the  MFN,  if  for  no  other 
reason  than  the  withdrawal  is  totally  ineffective.  In  fact,  it  is  much 
like  the  old  advice  we  got  when  we  started  off  in  the  artillery  in 
World  War  II  and  that  gun  sergeant  said,  "No  matter  how  well  the 
gun  is  aimed,  if  the  recoil  is  going  to  kill  the  gun  crew,  you  do  not 
fire  it." 

The  recoil  is  killing  the  gun  crew  out  there  in  the  People's  Re- 
public of  China.  We  are  running  around  pontificating  as  a  220- 
year-old  country  against  one  with  5,000  years  of  history  and  telling 
them,  I  am  sure  you  want  to  live  our  way  and  in  American  fashion. 

What  happens  is  that  the  Europeans  and  everybody  else,  they 
pick  up  our  marbles.  They  get  the  contracts  and  we  get  the  head- 
lines back  here  for  domestic  political  consumption,  particularly  on 
human  rights.  We  ought  to  get  those  Europeans  and  our  friends  in 
Africa  and  otherwise.  When  we  brought  up  the  point  in  the  Human 
Rights  Commission  of  this  United  Nations  that  you  want  to  fi- 
nance, we  lost  the  vote.  That  is  where  you  get  some  results  and  ev- 
erything else  of  that  kind.  The  Chinese  went  around  and  out- 
politicked  us  on  that  one. 

In  talking  with  them,  they  feel  like  a  controlled  economy  is  nec- 
essary and  that  human  rights  encompasses  not  just  one  man,  one 
vote,  but  feeding  and  housing  and  education,  and  they  talk  of  the 
tremendous  strides  made  in  human  rights  for  feeding  and  housing 
and  education  when  I  was  there  in  1976,  1986,  and  1996.  You  can 
see  it.  It  is  visible  and  it  is  very,  very  commendable. 

Just  as  an  old-time  politician,  I  am  looking  to  see  10  or  15  years 
from  now  whether  with  the  democratic  system  that  we  admire  and 
have  had  for  so  long  in  India  with  about  800  million  and  in  China 
with  1.3  billion,  whether  the  controlled  approach  is  going  to  bring 
more  food,  more  housing,  more  education,  and  thereby  finally  more 
politically  rights,  one  man,  one  vote,  than  we  will  have  had  in 
India.  Specifically,  they  feel  that  we  are  arrogant  and  that  it  is 
definitely  containment. 

We  fly  over  from  Seoul  and  land  there  in  China,  where,  yes,  we 
have  had  the  crackdown  at  Tiananmen,  but  we  do  not  say  anything 
about  the  30,000  Chechians  killed  by  Russia.  We  have  a  big  cam- 
era, TV  appearance,  and  everything  else  of  that  kind  saying,  you 
are  not  really  interested  in  human  rights. 

I  can  ask  the  question,  do  we  have  on  intellectual  property  rights 
a  different  policy  with  respect  to  Mexico  as  compared  to  the  Peo- 
ple's Republic?  Just  a  couple  of  weeks  ago,  they  write  this  story  in 
the  New  York  Times  about  this  fellow  here  who  can  guarantee 
Walt  Disney's  "Toy  Story,"  which  is  not  even  out  on  the  video  yet 
in  the  United  States,  and  all  these  other  available  intellectual 
properties. 

Piracy  in  Mexico  is  a  major  trade  issue  in  the  making  that  the 
Clinton  administration  is  not  eager  to  confront  right  now  since  the 
free  trade  agreement  remains  a  prickly  subject  for  many  Ameri- 
cans. President  Clinton's  advisors  hope  to  keep  Mexico  out  of  the 
public  debate  during  the  campaign,  in  contrast  to  its  high-profile 
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clash  with  China  over  piracy.  The  administration  discusses  the 
problem  with  Mexico  in  low-key  closed-door  meetings.  Of  course, 
we  have  the  Amnesty  International  and  State  Department  report 
of  the  torture  and  everything  else  going  on  down  in  Mexico.  You 
know  it.  I  know  it.  What  is  the  policy? 

Secretary  CHRISTOPHER.  There  are  a  lot  of  questions  and  a  lot  of 
very  interesting  observations  in  what  you  have  said. 

With  respect  to  intellectual  property,  all  over  the  globe,  we  are 
having  to  be  very  vigilant  to  try  to  protect  American  intellectual 
property.  Fortunately,  Senator,  that  is  one  place  where  we  are 
ahead  of  the  rest  of  the  world  substantially.  Our  software  is  better 
than  anybody  else's  software.  Our  entertainment  is  better  than 
anyone  else's,  although  you  may  not  like  every  movie  that  you  hear 
or  read  about. 

In  China,  the  reason  that  we  have  taken  firm  action  there  is  be- 
cause we,  after  2  years  of  negotiation,  reached  an  agreement  with 
them  in  1995  that  they  have  not  complied  with.  The  violations  are 
really  very  open  and  notorious  violations.  They  have  pirating  fac- 
tories that  have  been  closed  and  then  reopened.  This  is  a  clear  vio- 
lation of  the  1995  agreement. 

That  story  is  a  continuing  story.  As  you  know,  we  announced  cer- 
tain sanctions.  They  announced  certain  retaliation.  We  have  a 
month  now  for  negotiations  to  take  place,  and  I  hope  those  negotia- 
tions can  be  as  successful  as  the  negotiation  I  had  with  them  about 
proliferation,  where  they  had  sold  some  ring  magnets,  in  our  view, 
to  Pakistan.  After  patiently  negotiating,  including  my  talking  with 
the  foreign  minister  in  the  Hague,  we  reached  an  agreement  that 
gives  them  a  new  set  of  restrictions  with  respect  to  sale  or  assist- 
ance to  any  unsafeguarded  facility.  That  is  a  step  forward,  I  think. 
They  would  not  make  a  ring  magnet  sale  now  of  the  kind  they  did 
in  the  past. 

So  I  believe  we  need  to  engage  and  negotiate  with  them,  and  I 
am  sure  we  will  use  this  30-day  period  for  negotiations  on  intellec- 
tual property.  I  was  pleased  to  see  the  Chinese  foreign  office  an- 
nounce this  morning  that  they  felt  the  negotiations  were  the  right 
way  to  deal  with  this  problem. 

In  Mexico,  we  are  pursuing  intellectual  property  with  the  same 
rigor  as  we  do  around  the  globe.  I  do  not  know  whose  story  that 
was,  but  we  are  certainly  not  doing  that  behind  closed  doors.  You 
all  know  Ambassador  Kantor  well  enough  to  know  that  he  does  not 
pull  very  many  punches.  Ambassador  Barshefsky,  who  is  succeed- 
ing him,  is  equally  vigilant.  We  will  be  pursuing  this  issue  around 
the  world  in  the  way  that  we  think  to  be  most  effective  and  the 
way  that  we  think  will  get  the  best  end  result. 

I  appreciate  the  comments  you  have  made  about  China.  I  think 
there  is  a  great  deal  of  accuracy  in  what  you  say  about  the  need 
to  engage  and  the  need  to  recognize  the  importance  of  China  in  the 
future  cosmos. 

Senator  HOLLINGS.  Very  good.  I  thank  you,  Mr.  Chairman.  I  can 
leave  that  story  with  Mexico,  because  if  we  can  start  on  that  crowd, 
maybe  we  can  change  it  around.  I  have  always  regretted  the  fact 
that  we  used  the  free  trade  approach  rather  than  the  common  mar- 
ket approach,  which  they  have  done  in  Europe.  They  taxed  them- 
selves before  they  allowed,  say,  Portugal  and  Greece  to  come  in, 
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and  it  has  worked  in  that  way.  Here,  we  do  not  have  a  free  market. 
We  do  not  have  a  free  election.  You  have  a  corrupt  judiciary.  The 
drug  mafia  operates  the  blooming  country  and  people  act  like  we 
are  making  some  progress.  It  is  a  terrible  situation. 

In  contrast,  I  said  way  up  front  that  we  should  allow  Chile  in 
there.  They  have  a  revered  judiciary.  They  brought  the  killers  in. 
They  do  have  an  open  free  market  down  there.  We  could  have  had 
a  free  trade  agreement  with  them  in  a  flash. 

But  let  us  sober  up  on  these  things  with  respect  to  China,  be- 
cause I  find,  and  I  will  just  conclude  with  that,  Mr.  Chairman,  that 
if  they  had  had  anything  up  there  to  call  our  hand  and  run  it  up 
and  down,  and  I  was  on  that  aircraft  carrier  30  years  ago  in  the 
Gulf  of  Tonkin  and  we  could  not  handle  20  million  North  Vietnam- 
ese, much  less  1.3  billion  Chinese. 

If  they  had  called  our  hand,  we  would  not  have  had  a  friend  in 
the  area.  Korea  would  have  sat  right  in  where  they  are  sitting,  be- 
cause they  have  North  Korea  and  they  are  not  going  to  monkey 
around  with  China.  Japan  would  not  do  anything.  They  would  pa- 
laver. I  can  go  right  on  down,  from  Vietnam  down  the  Indochinese 
Peninsula,  Thailand,  Malaysia  is  all  for  China.  They  celebrate  the 
'Tear  of  the  Dog"  down  in  the  Philippines. 

Where  did  we  get  the  idea  that  Japan  is  a  wonderful  ally  and 
friend  and  China  is  the  enemy?  I  do  not  think  that  our  friends  in 
Japan  are  any  enemies  whatsoever,  but  the  real  friend  in  my  time 
and  yours  was  China.  I  think  we  ought  to  get  with  the  program 
and  get  off  the  arrogance  of  our  own  culture  and  understand  some 
history  and  the  tremendous  progress  being  made  there  in  China. 

Secretary  Christopher.  Thanks,  Senator.  I  am  always  interested 
and  fascinated  to  have  your  observations  and  I  try  to  learn  from 
them. 

Senator  Gregg.  Thank  you,  Senator. 

Senator  HOLLINGS.  Thank  you,  Mr.  Chairman. 

SOUTHWEST  BORDER  INITIATIVE 

Senator  Gregg.  On  the  Mexico  issue,  we  did  hear  from  Director 
Freeh  here  earlier  today  about  his  concerns  relative  to  police  de- 
ployment and  I  am  just  interested  in  your  thoughts  relative  to  the 
Southwest  border  initiative. 

Secretary  Christopher.  I  have  been  in  Mexico  recently  for  our 
binational  meeting.  Not  wanting  to  provoke  a  widespread  argument 
with  Senator  Hollings,  I  still  want  to  say  that  I  think  we  are  mak- 
ing considerable  progress.  I  think  President  Zedillo  and  his  top  cab- 
inet is  determined  to  make  progress  on  narcotics  and  law  enforce- 
ment. Gen.  Barry  McCaffrey  was  with  me,  and  that  is  his  judg- 
ment, as  well.  We  are  getting  cooperation  that  we  have  never  had 
before.  They  extradited  two  people  who  claim  Mexican  citizenship 
to  the  United  States  for  the  first  time.  They  are  taking  a  number 
of  steps  with  respect  to  fighting  crime  and  narcotics. 

Nobody  would  pretend  that  the  problem  is  not  deep,  but  I  think 
that  on  the  border  initiative  that  Director  Freeh  spoke  about  as 
well  as  the  broader  narcotics  fighting,  we  have  a  new  sense  of  co- 
operation from  the  Attorney  General  and  from  others  who  are  try- 
ing to  instill  some  discipline  and  honor  in  their  approach. 
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Senator  GREGG.  Thank  you.  I  would  simply  say  that  on  your  re- 
quest for  equipment,  we  will  certainly  try  to  do  everything  we  can 
in  that  account.  We  are,  obviously,  going  to  try  to  be  of  as  much 
assistance  as  we  can  to  your  operational  accounts,  but  your  case  in 
that  area  is,  I  think,  extraordinarily  compelling.  It  is  very  impor- 
tant that  we  upgrade  your  information  capabilities. 

We  thank  you  for  taking  the  time  to  come  here  today  and  we 
were  able  to  get  you  out  a  little  early.  Thank  you. 

Secretary  CHRISTOPHER.  Thank  you  very  much. 

SUBCOMMITTEE  RECESS 

Senator  Gregg.  We  appreciate  it.  The  hearing  is  recessed. 
[Whereupon,  at  3:15  p.m.,  Thursday,  May  16,  the  subcommittee 
was  recessed,  to  reconvene  subject  to  the  call  of  the  Chair.J 
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Bureau  of  International  Organization  Affairs 

statement  of  madeleine  k.  albright,  u.s.  permanent  rep- 
resentative to  the  united  nations 

ACCOMPANIED  BY  MOLLY  WILLIAMSON,  PRINCIPAL  DEPUTY  ASSIST- 
ANT SECRETARY  OF  STATE,  BUREAU  OF  INTERNATIONAL  ORGA- 
NIZATION AFFAIRS 

OPENING  REMARKS 

Senator  GREGG.  We  will  start  the  hearing.  We  are  going  to  have 
a  vote  at  2  o'clock  and  that  is  going  to  make  it  difficult  from  a  time 
standpoint,  Ambassador,  but  why  don't  you  proceed.  To  the  extent 
that  you  could  keep  your  opening  statement  concise  and  short,  that 
would  be  helpful,  because  then  we  can  get  you  out  of  here  a  little 
more  quickly  and  you  will  not  be  so  confused  with  votes.  Approach 
it  however  you  wish.  The  floor  is  yours. 

SUMMARY  STATEMENT 

Ambassador  Albright.  Thank  you  very  much,  Mr.  Chairman.  I 
really  welcome  the  opportunity  to  be  able  to  defend  the  administra- 
tion's funding  request  for  the  CIO  and  CIPA  and  the  international 
conferences  and  contingency  accounts.  This  is  not  an  opportunity, 
frankly,  that  we  have  had  always  in  the  past  and  so  we  very  much 
appreciate  having  this  chance  to  speak  to  you. 

Because  the  administrative  responsibility  for  these  programs  is 
vested  with  the  State  Department's  Bureau  of  International  Orga- 
nization Affairs,  Principal  Deputy  Assistant  Secretary  of  State 
Molly  Williamson  is  with  me. 
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You  have  my  written  statement  and  you  have  the  administra- 
tion's budget  presentation,  and  your  office  has  received  a  lot  of  the 
papers  that  we  have  done  on  reform  proposals  in  the  United  Na- 
tions, so  I  will  be  very  brief. 

The  Clinton  administration  believes,  as  did  its  predecessors,  that 
U.S.  participation  in  selected  international  organizations  is  in  our 
interest.  We  are  the  world's  No.  1  power.  Our  citizens  travel.  We 
do  business  in  a  global  marketplace.  Our  workers  depend  on  ex- 
ports. Our  borders  are  vulnerable  to  illegal  immigrants,  drugs,  pol- 
lution, and  disease,  and  we  are  among  the  primary  beneficiaries  of 
the  international  system.  That  is  why  former  President  Reagan 
said  that  we  should  rely  more  on  multilateral  institutions,  and  that 
is  why  President  Bush  said  recently  that  we  should  pay  our  U.N. 
arrears. 

Obviously,  the  budget  situation  is  tight,  but  maintaining  Amer- 
ican leadership  around  the  world  is  not  a  low  priority  nor  can  it 
be  done  on  the  cheap.  Your  subcommittee  understands  this  and  I 
am  sure  that  you  will  do  your  best  to  be  responsive  to  our  requests, 
not  only  for  the  accounts  I  am  defending  today  but  also  for  the 
overall  request  presented  to  you  by  the  Secretary  of  State  last 
week. 

In  this  connection,  I  want  to  stress  that  the  administration's  re- 
quest is  a  disciplined  one  and  is  consistent  with  our  shared  effort 
to  balance  the  budget  within  7  years.  For  example,  the  proposed 
international  affairs  budget  reflects  a  50-percent  cut  in  budget  au- 
thority in  real  terms  since  1984. 

In  the  area  of  international  organizations,  over  the  past  12 
months,  we  have  done  the  following  things.  We  have  sent  notices 
of  withdrawal  to  four  of  the  organizations  in  the  CIO  account.  We 
have  continued  to  insist  on  tough  guidelines  for  approving  new 
peacekeeping  operations  and  expect  peacekeeping  assessments  in 
1997  to  be  less  than  one-half  the  level  of  1995. 

We  have  proposed  reforms  designed  to  produce  a  United  Nations 
focused  on  core  functions,  with  fewer  departments,  fewer  meetings, 
less  paperwork,  and  fewer  high-salaried  senior  officials.  We  have 
proposed  extending  the  inspector  general  concept  to  the  larger 
agencies  of  the  U.N.  system.  We  have  proposed  a  moratorium  on 
scheduling  new  global  conferences. 

And,  we  have  revised  our  budget  policy  toward  international  or- 
ganizations, causing  a  reduction  in  the  United  Nations's  proposed 
budget  for  the  199&-97  biennium  of  more  than  $200  million  and  re- 
sulting in  lower  U.S.  assessments  at  many  organizations  than 
would  otherwise  have  been  the  case. 

The  question  we  face  this  year  is  whether  we  can  sustain  mo- 
mentum toward  reform  while  maintaining  U.S.  leadership  in  these 
organizations,  and  that  requires  that  we  address  the  problem  of  the 
past  bills.  In  this  connection,  there  is  at  the  heart  of  our  budget 
request  this  year  a  plan  to  pay  to  the  United  Nations  and  affiliated 
agencies  the  amounts  we  owe  for  prior  year  assessments.  The  total, 
about  $1  billion,  would  be  paid  in  roughly  equal  installments  over 
5  years  as  the  United  Nations  reforms,  keeps  its  budget  down,  and 
cuts  unnecessary  staff. 

Over  the  past  several  months,  we  have  discussed  with  many  in 
Congress  the  outlines  of  this  plan  to  pay  our  arrears  while  creating 
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an  incentive  for  continued  reform.  We  believe  the  time  has  come 
to  resume  these  discussions  with  an  eye  to  approval  of  such  a  pack- 
age this  year. 

The  reasons  for  this  are  all  spelled  out  in  my  written  statement, 
but  I  would  like  to  underline  two  key  points.  First,  addressing  the 
U.N.'s  financial  crisis  is  in  our  interest.  We  want  the  United  Na- 
tions to  be  available  as  a  tool  for  advancing  interests  we  support 
and  the  values  we  share.  The  United  Nations  is  not  about  to  close 
its  doors,  but  no  organization  can  plan  and  operate  successfully  if 
its  members  fail  to  pay  their  dues. 

Second,  American  leadership  at  the  United  Nations  matters. 
That  is  true  on  Iraq  and  Libya  sanctions.  It  is  true  on  peacekeep- 
ing. It  is  true  with  the  War  Crimes  Tribunals.  It  is  true  when  can- 
didacies for  high-level  positions  are  at  stake.  It  is  true  on  con- 
troversial matters,  such  as  the  recent  cycle  of  violence  in  the  Mid- 
dle East  and  the  shootdown  by  Cuba  of  two  civilian  aircraft.  It  is 
also  true  on  issues  of  reform. 

Recently  at  the  United  Nations,  friends  and  adversaries  alike 
have  argued  that  it  is  we,  not  the  United  Nations's  failure  to  re- 
form, that  is  responsible  for  its  shortcomings.  Despite  the  1996 
budget  agreement,  we  remain  $1  billion  in  the  hole. 

So  our  plan  is  to  get  out  of  that  hole  over  5  years  through  pay- 
ments linked  to  reform  and  in  a  manner  that  will  reduce  the  long- 
term  costs  of  U.S.  participation  in  the  United  Nations.  We  think 
that  this  is  a  good  deal  for  our  taxpayers  and  it  is  essential  if  we 
are  going  to  be  able  to  maintain  American  leadership  within  a  re- 
formed United  Nations.  We  hope  you  will  continue  to  work  with  us 
on  this  issue. 

PREPARED  STATEMENT 

Mr.  Chairman,  there  is  much  more  that  I  could  say,  but  I  know 
about  all  the  time  limitations,  so  I  will  stop  and  be  very  happy  to 
answer  whatever  questions  you  have. 

[The  statement  follows:! 

Prepared  Statement  of  Ambassador  Madeleine  K.  Albright 

INTRODUCTION 

Good  afternoon,  Mr.  Chairman  and  members  of  the  Subcommittee.  I  am  pleased 
to  be  here  to  testify  in  support  of  the  Administration's  request  for  funds  for  fiscal 
year  1997  for  three  accounts:  Contributions  to  International  Organizations  (CIO); 
Contributions  to  International  Peacekeeping  Activities  (CIPA);  and  International 
Conferences  and  Contingencies  (ICC). 

I  note  that  administrative  responsibility  for  these  programs  is  vested  with  the 
State  Department's  Bureau  of  International  Organization  Affairs.  Accordingly,  I  am 
accompanied  by  Molly  Williamson,  the  Principal  Deputy  Assistant  Secretary  of  State 
for  that  Bureau. 

By  way  of  introduction,  Mr.  Chairman,  I  would  like  to  make  a  few  general  points. 

First,  the  accounts  under  discussion  today  serve  a  wide  range  of  American  inter- 
ests. We  are  a  global  power,  with  a  trade-oriented  economy  and  a  mobile  citizenry, 
living  in  an  era  beset  by  ethnic  conflict,  and  characterized  by  borders  that  are  in- 
creasingly vulnerable  to  technology,  crime  and  the  mass  migration  of  people.  In  such 
a  world,  it  serves  us  well  to  participate  in  international  organizations  whose  activi- 
ties contribute  in  varied  and  cost-effective  ways  to  our  security,  prosperity  and  safe- 
ty. 

Second,  the  Administration  appreciates  the  effort  members  of  this  subcommittee 
have  made  to  accommodate  our  requests  for  funding  U.S.  participation  in  these  im- 
portant agencies  and  programs.  Obviously,  the  past  year  was  difficult.  The  funding 
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levels  ultimately  approved  for  fiscal  year  1996  are  somewhat  below  the  amounts 
needed  to  keep  pace  with  our  obligations,  but  they  are  significantly  higher  than  we 
feared  might  turn  out  to  be  the  case.  We  know  that  this  subcommittee  endeavored 
to  minimize  the  shortfalls — some  of  which  were  caused  not  by  budget  decisions  but 
by  exchange  rate  fluctuations — and  we  look  forward  to  working  with  you  coopera- 
tively on  the  fiscal  year  1997  request. 

Third,  the  Administration's  budget  and  policies  reflect  the  need,  which  this  sub- 
committee has  rightly  stressed,  to  set  priorities  and  cut  unnecessary  costs.  Bal- 
ancing the  budget  requires  discipline.  Since  1993,  from  President  Clinton  on  down, 
we  have  been  imparting  to  the  U.N.  Secretariat  and  to  U.N.  members  the  urgency 
of  adapting  to  the  new  realities  of  our  world,  including  the  very  competitive  environ- 
ment that  exists  for  scarce  public  resources. 

Accordingly,  we  have  proposed  eliminating  or  downsizing  low  priority  activities, 
consolidating  related  agencies,  expanding  the  Inspector  General  concept  and  imple- 
menting more  efficient  management  practices  throughout  the  U.N.  system.  We  have 
also  initiated  a  new  budget  policy  that  will  reduce  U.S.  costs  by  holding  U.N.  agency 
budgets  down.  I  am  pleased  to  report  that  these  efforts — which  have  received  solid 
bipartisan  support  from  Congress — have  yielded  substantial  dividends.  For  example: 
— For  the  first  time  in  its  history,  the  U.N.  approved  a  budget  that  is  below  the 
spending  level  for  the  previous  two  years.  We  are  now  working  hard,  in  accord- 
ance with  our  own  policy  and  the  certification  provision  included  in  the  re- 
cently-enacted Omnibus  Appropriations  bill,  to  see  that  actual  U.N.  spending 
does  not  exceed  the  $2,608  billion  included  in  that  budget. 
— The  budgets  of  the  larger  U.N.  specialized  agencies,  such  as  the  Food  and  Agri- 
culture Organization  and  the  World  Health  Organization,  also  reflect  either  re- 
duced spending  levels,  or  far  smaller  than  normal  increases.  Almost  without  ex- 
ception, the  budgets  of  the  major  agencies  are  below  the  level  of  zero  real 
growth,  which  is  the  standard  used  by  the  U.S.  prior  to  last  year  to  judge  the 
acceptability  of  proposed  U.N.  system  budgets. 
— We  have  worked  hard  to  reduce  the  costs  of  United  Nations  peacekeeping  and, 
in  fact,  those  costs  were  far  lower  in  fiscal  year  1996  than  in  the  previous  three 
years. 
— A  High-Level  Working  Group  of  the  U.N.  is  currently  reviewing  proposals  for 
reforming  the  Secretariat  and  General  Assembly,  including  a  comprehensive  set 
of  recommendations  put  forward  by  the  United  States. 
— With  strong  U.S.  backing,  the  new  Office  of  Internal  Oversight  Services  (OIOS), 
or  Inspector  General,  has  become  an  increasingly  effective  mechanism  for  iden- 
tifying fraud  and  poor  management  practices  within  the  U.N. 
— Under  the  leadership  of  Under  Secretary  General  Joseph  Connor,  the  U.N.  has 
established  an  Efficiency  Board  that  is  seeking  to  identify  more  cost-effective 
ways  of  doing  business. 
— Just    this    past    month,    the    U.N.    Conference    on    Trade    and    Development 
(UNCTAD)  agreed  to  reforms  that  will  reduce  meeting  days  by  50  percent,  re- 
duce its  standing  intergovernmental  bodies  by  75  percent  and  reduce  its  overlap 
with  other  organizations  by  focusing  on  the  integration  of  developing  countries 
into  the  international  trading  system. 
— Finally,  the  U.S.  has  called — thus  far,  with  success — for  a  moratorium  on  the 

scheduling  of  new  global  mega-conferences. 
But  while  we  work  tc  contain  future  costs,  we  must  also  address  the  problem  of 
past  bills. 

In  this  connection,  there  is,  at  the  heart  of  our  budget  request  this  year,  a  plan 
to  pay  to  the  U.N.  and  affiliated  agencies  the  amounts  we  owe  for  prior  year  assess- 
ments. The  total,  about  $1  billion,  would  be  paid  in  roughly  equal  installments  over 
five  years  as  the  U.N.  reforms,  keeps  its  budget  down  and  cuts  unnecessary  staff. 
We  will  also  be  asking  U.N.  members  to  reduce  from  25  percent  to  20  percent  the 
U.S.  share  of  the  U.N.'s  regular  budget.  The  way  the  U.N.  works,  this  would  have 
the  effect  of  reducing  the  amount  the  U.N.  assesses  the  U.S.  for  peacekeeping  to 
no  more  than  25  percent,  which  is  the  maximum  we  can  pay  under  U.S.  law. 

Over  the  past  several  months,  we  have  discussed  with  Congress  the  outlines  of 
an  arrangement  that  would  pay  our  arrears  to  the  U.N.  system  while  creating  an 
incentive  for  continued  reform.  We  believe  the  time  has  come  to  resume  these  dis- 
cussions with  an  eye  to  approval  of  such  a  package  this  year. 
Here's  why: 

— At  the  moment,  the  U.N.  is  experiencing  serious  financial  difficulties  due,  in 
part,  to  U.S.  arrears.  Although  we  do  not  believe  the  U.N.  will  have  to  close 
its  doors,  these  chronic  cashflow  problems  do  complicate  U.N.  planning,  and — 
if  not  addressed — could  impinge  seriously  on  peacekeeping  and  other  operations 
in  which  the  U.S.  has  a  strong  interest. 
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— The  U.S.  effort  to  sustain  progress  toward  reform  at  the  U.N.  is  being  undercut 
by  our  failure  to  pay  what  we  owe.  Even  countries  sympathetic  to  reform  argue 
that  the  biggest  problem  facing  the  U.N.  is  not  failure  to  reform,  but  the  failure 
of  members  to  pay  their  dues.  Our  proposal  would  remove  this  distraction  to 
reform,  while  creating  new  reasons  to  proceed  with  the  kind  of  far-reaching 
change  we  believe  is  needed  to  prepare  the  U.N.  for  the  twenty-first  century. 
— U.S.  leadership  throughout  the  U.N.  will  be  jeopardized  if  a  solution  to  the  ar- 
rears problem  is  not  found.  The  existence  of  the  debt  has  a  corrosive  effect.  If 
we  do  not  deal  with  it,  we  can  expect  greater  opposition  to  U.S.  candidates  for 
high-level  U.N.  positions  and  greater  resistance  to  U.S.  requests  for  support  on 
procedural  and  policy  matters.  We  are  already  seeing  proposals  put  forward  by 
some  of  our  closest  allies  to  discriminate  with  respect  to  U.N.  contracting  and 
peacekeeping  reimbursement  rules  against  countries  that  are  behind  in  paying 
their  assessments. 
— The  proposed  arrears  repayment  plan  is  affordable.  It  can  be  accommodated 
within  the  glide  path  toward  a  balanced  budget  in  seven  years.  Moreover,  if  it 
succeeds  in  encouraging  cost-cutting  measures  and  a  lower  cap  on  U.N.  assess- 
ments, it  will  substantially  reduce  the  long  term  costs  of  U.S.  participation  in 
the  U.N.  system. 
The  Administration  stands  ready  to  work  with  you  and  others  in  Congress  on  a 
priority  basis  to  develop  a  plan  that  would  be  feasible  both  here  and  in  New  York. 
We  believe  this  can  be  done  without  jeopardizing  other  priorities — whether  domestic 
or  foreign  policy.  And  we  emphasize  that  it  must  be  done  if  our  nation's  continued 
leadership  within  a  reformed  and  more  effective  U.N.  is  to  be  secured. 

INTERNATIONAL  AFFAIRS  ACCOUNT 

Before  continuing,  Mr.  Chairman,  I  would  like  to  say  just  a  few  words  about  the 
President's  request  for  the  entire  range  of  international  affairs  programs.  Our  re- 
quest this  year  is  the  lowest  in  recent  history.  At  $19.2  billion,  it  represents  the 
minimum  required  by  already-streamlined  foreign  affairs  agencies  to  maintain 
American  leadership.  This  request  is  barely  one  percent  of  the  total  federal  budget, 
and  represents  a  fifty  percent  cut  in  international  affairs  budget  authority,  in  real 
terms,  since  1984.  The  $2.1  billion  requested  to  support  State  Department  oper- 
ations is  required  to  maintain  our  overseas  platforms,  to  safeguard  our  nation's  se- 
curity, and  to  promote  American  interests  abroad. 

We  are  fully  committed  to  doing  more  with  less.  By  the  end  of  this  year,  we  will 
have  closed  30  overseas  posts.  Despite  dramatically  increased  demand  for  U.S.  pres- 
ence in  areas  such  as  the  Newly  Independent  States  and  East  Asia,  we  will  have 
reduced  our  workforce  by  close  to  2,500  by  the  end  of  this  year. 

There  is  a  larger  issue  that  bears  mentioning  here.  If  we  were  to  cut  back  further, 
we  would  compromise  our  efforts  to  promote  peace  and  security  around  the  world, 
and  make  less  likely  a  stable  climate  for  American  exports  and  investment.  In  an 
increasingly  interdependent  global  economy,  U.S.  security  and  prosperity  depend  on 
the  success  of  our  diplomatic  investments  in  security  and  prosperity  abroad.  The 
short-term  savings  from  further  reducing  the  U.S.  international  affairs  budget 
would  be  far  outweighed  by  the  adverse  midterm  and  long  term  consequences  for 
our  economic  and  other  interests. 

CONTRIBUTIONS  TO  INTERNATIONAL  ORGANIZATIONS 

Let  me  turn  now,  Mr.  Chairman,  to  the  specifics  of  our  budget  request  for  the 
CIO,  CIPA  and  ICC  accounts  for  fiscal  year  1997. 

The  Administration  request  for  funds  this  year  for  Contributions  to  International 
Organizations  is  $1,045  billion.  This  amount  represents  full  funding,  consistent  with 
statutory  restrictions  and  overriding  policy  considerations,  of  U.S.  assessed  contribu- 
tions to  the  approximately  four  dozen  organizations  funded  through  this  appropria- 
tion. 

The  request  includes  $43,076,000  in  no-year  funds  for  the  payment  of  arrears  to 
the  U.N.  and  specialized  agencies.  This  represents  the  first  of  a  planned  five-year 
request  totalling  $215,380,000  to  pay  arrears  and  includes  advance  appropriations 
in  fiscal  year  1998  through  fiscal  year  2001.  Under  the  extended  arrears  payment 
schedule,  $43,076,000  would  be  available  in  each  year  for  obligations  and  expendi- 
tures. Consistent  with  discussions  that  have  occurred  between  the  Executive  and 
Congressional  officials,  payment  of  these  arrears  would  be  contingent  upon  the 
achievement  of  specific,  to-be-determined,  reform  measures. 

I  should  note  that  the  number  of  organizations  in  the  account  is  lower  now  than 
it  was  at  this  time  last  year.  In  1995,  the  U.S.  gave  notice  of  plans  to  withdraw 
from  four  organizations.  These  were  the  United  Nations  Industrial  Development  Or- 
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ganization  (UNIDO),  the  Pan  American  Railway  Congress  (PARCA),  the  World 
Tourism  Organization  and  the  International  Cotton  Advisory  Council  (ICAC).  The 
recently-enacted  Federal  Agriculture  Improvement  and  Reform  Act,  however,  asks 
the  President  to  ensure  U.S.  participation  in  ICAC,  and  the  report  language  calls 
for  the  U.S.  to  pay  its  dues.  We  are  currently  studying  the  legal  and  policy  implica- 
tions of  this  language.  No  funds  for  PARCA,  ICAC  or  the  World  Tourism  Organiza- 
tion were  included  in  the  President's  budget  submission. 

As  Members  of  this  Subcommittee  know,  the  Administration's  request  for  the  CIO 
account  reflects  costs  we  are  obligated  by  treaty  or  agreement  to  pay.  In  many 
cases,  the  funds  that  will  be  made  available  on  October  1,  1996  were  actually  due 
to  be  paid  on  January  1,  of  this  year.  In  addition,  most  organizations  in  this  account 
require  at  least  one  year  notice  of  intent  to  withdraw.  Therefore,  if  we  were  to  de- 
cide to  withdraw  from  an  organization  tomorrow,  we  would  still  be  obligated  by 
treaty  to  continue  payments  into  CY  1997  (which  would  require  fiscal  year  1998 
funds).  In  this  connection,  I  note  that  our  request  includes  $13,858,000  in  payments 
to  UNIDO.  This  is  a  downpayment  on  the  amounts  we  still  owe  to  that  organization 
for  dues  incurred  prior  to  the  effective  date  of  our  withdrawal. 

This  budget  request  is  the  first  to  reflect  our  revised  budget  policy.  Starting  in 
1986,  the  United  States  advocated  a  budget  policy  of  zero  real  growth  for  U.N.  sys- 
tem agencies.  That  approach  was  designed  to  prevent  overall  programmatic  growth, 
while  accommodating  fluctuating  exchange  rates  and  other  mandatory  cost  in- 
creases. While  acting  to  restrain  increases,  the  zero  real  growth  policy  did  permit 
substantial  nominal  growth  in  budgets  over  time. 

Last  year,  reflecting  a  shared  commitment  on  the  part  of  the  Executive  and  Con- 
gress to  restrain  federal  spending,  the  United  States  adopted  a  new  budget  policy 
toward  our  participation  in  international  organizations.  That  policy  is  designed  to 
reduce  and  ultimately  halt  growth  in  the  CIO  account  by  promoting  total  absorption 
of  cost  increases  and  nominal  budget  reductions  on  an  agency  by  agency  basis. 

As  a  result  of  this  policy,  in  December,  the  U.N.  General  Assembly  approved  the 
first  genuinely  "no  growth"  budget  in  the  organization's  history.  At  U.S.  insistence, 
spending  was  approved  at  a  level  more  than  $200  million  below  the  Secretariat's 
proposal  for  the  1996-1997  biennium,  and  less  than  the  amount  spent  in  1994- 
1995.  The  Secretariat  has  since  announced  plans  to  leave  vacant  more  than  1,000 
professional  and  general  service  staff  positions  and  has  identified  specific  savings 
in  virtually  every  area  of  U.N.  Secretariat  activity. 

Our  challenge,  in  the  months  ahead,  will  be  to  maintain  discipline  in  the  imple- 
mentation of  this — by  U.N.  standards — extraordinarily  austere  budget.  Complicating 
our  effort  is  the  existence  of  U.N.  mandates,  such  as  those  for  the  current  human 
rights  and  mediation  mission  in  Guatemala,  that  were  not  funded  by  the  budget  ap- 
proved in  December.  Although  we  support  a  number  of  these  mandates,  we  believe 
they  should  be  paid  for  out  of  existing  resources. 

Also  as  a  result  of  the  new  U.S.  budget  policy,  significant  reductions  have  been 
made  in  the  proposed  budgets  of  many  of  the  specialized  agencies,  thereby  restrain- 
ing future  U.S.  assessments.  Of  particular  note  was  the  adoption  by  the  Food  and 
Agriculture  Organization  of  a  below  zero  nominal  growth  budget  for  the  1996-1997 
biennium. 

It  should  be  noted  that  the  revised  budget  policy  is  based  on  the  promotion  of  con- 
crete American  interests.  We  remain  willing  to  support  budget  increases  on  a  case 
by  case  basis  for  activities  that  are  of  particular  importance  to  U.S.  security  and 
interests. 

Mr.  Chairman,  there  is  not  room,  in  this  statement,  to  provide  a  justification  for 
U.S.  participation  in  all  of  the  organizations  presently  in  the  account. 

Overall,  our  participation  in  the  agencies  and  programs  presented  here  today  con- 
tributes to  maintaining  our  influence  in  a  wide  range  of  critical  arenas;  to  promoting 
our  values  of  democracy,  human  rights  and  free  markets;  and  to  helping  hundreds 
of  millions  of  people  improve  their  condition.  Our  contributions  enable  us  to  share 
costs  and  risks  with  others.  They  ultimately  return  significant  dividends  to  the 
American  people. 

Organizations  such  as  the  ITU  (the  International  Telecommunications  Union)  and 
the  UPU  (the  Universal  Postal  Union)  were  established  in  the  19th  Century  long 
before  the  U.N.,  when  the  United  States  as  an  emerging  economic  power  needed 
predictable  ways  to  reach  other  nations.  These  organizations  have  kept  up  with  the 
times  and  are  essential  to  us  today  in  the  fields  of  modern  telecommunications  and 
the  rapid  transfer  of  information  across  the  borders  of  the  world. 

Among  the  major  organizations  in  the  account  are  the  following: 

The  United  Nations.— The  Clinton  Administration,  and  prior  Administrations 
from  Truman  to  Bush,  have  found  the  U.N.  a  valuable  means  of  enlisting  the  help 
of  others  in  pursuit  of  goals  we  support. 
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For  example: 

— the  U.N.  Special  Commission  has  helped  expose  the  duplicity  of  Saddam  Hus- 
sein concerning  Iraq's  weapons  of  mass  destruction  programs; 

— U.N.  sanctions  placed  pressure  on  Libya's  Qaddaffi  to  turn  over  for  trial  those 
indicted  for  the  terrorist  bombing  of  Pan  Am  103; 

— the  Security  Council  has  joined  us  in  denouncing  recent  acts  of  terrorism  in  the 
Middle  East  and  the  illegal  shootdown  by  Cuba  of  civilian  aircraft; 

— U.N.  peacekeepers  are  helping  to  resolve  the  costly  civil,  war  in  Angola  and 
working  to  implement  the  agreement  in  Eastern  Slavonia  between  Croats  and 
Serbs; 

— and  the  War  Crimes  Tribunals  for  Rwanda  and  the  former  Yugoslavia  are  striv- 
ing to  hold  accountable  the  perpetrators  of  some  of  the  worst  violence  of  this 
half  century. 

U.N.  resolutions,  programs  and  actions  supplement  what  we  and  other  countries 
are  able  to  do  on  our  own.  This  matters  especially  now  when  so  many  problems 
transcend  national  borders.  To  protect  their  citizens,  countries  must  act  coopera- 
tively to  restrain  conflict,  expand  trade,  track  down  international  criminals,  destroy 
drug  cartels,  deter  terrorists,  contain  disease,  control  transborder  pollution,  curb  il- 
legal immigration  and  prevent  weapons  of  mass  destruction  from  falling  into  the 
wrong  hands.  Because  of  its  universal  membership,  the  U.N.  is  a  unique  and  often 
valuable  instrument  of  multilateral  cooperation. 

The  Clinton  Administration  has  developed  a  comprehensive  series  of  recommenda- 
tions for  U.N.  reform.  These  recommendations  are  aimed  at  making  the  U.N.  less 
wasteful,  more  productive,  more  focused  and  better  able  to  meet  future  challenges. 
At  the  direction  of  the  President,  the  Administration  is  presenting  these  proposals 
in  a  wide  range  of  appropriate  venues,  including  bilateral  and  regional  meetings, 
within  the  G-7,  before  the  specialized  agencies  and  within  the  U.N.  itself. 

International  Atomic  Energy  Agency  (IAEA). — Our  contributions  to  the  Inter- 
national Atomic  Energy  Agency  serve  to  protect  Americans  from  the  danger  posed 
by  nuclear  proliferation.  The  IAEA  conducts  essential  verification  of  the  Nuclear 
Nonproliferation  Treaty,  and  its  safeguards  regime  provides  assurance  that  peaceful 
nuclear  programs  are  not  being  diverted  for  weapons  purposes. 

The  IAEA's  promotion  of  radiation  protection,  safe  operation  of  nuclear  power 
plants,  and  safety  standards  helps  prevent  nuclear  accidents. 

Our  reform  objectives  in  the  IAEA  include  (1)  strengthening  the  international  nu- 
clear safeguards  regime,  including  the  development  of  capabilities  necessary  to  de- 
tect undeclared  or  clandestine  nuclear  programs;  and  (2)  using  a  "model  project  con- 
cept" to  focus  technical  assistance  in  the  most  cost-effective  way  possible. 

World  Health  Organization  (WHO). — WHO  assists  countries  in  addressing  their 
health  problems  and  helps  protect  U.S.  citizens  from  the  potential  influx  of  infec- 
tious disease.  Its  accomplishments  include  the  eradication  of  smallpox,  which  saves 
the  U.S.  hundreds  of  millions  of  dollars  annually  by  eliminating  the  need  for  small- 
pox vaccinations.  Future  goals  include  the  eradication  of  neonatal  tetanus, 
guineaworm,  polio  and  leprosy.  WHO/UNICEF  vaccination  programs  have  helped 
raise  immunization  levels  of  the  world's  children  from  20  percent  in  1980  to  80  per- 
cent today.  WHO's  new  program  on  emerging  and  re-emerging  diseases  puts  it  in 
the  front  lines  of  response  during  outbreaks  of  ebola  and  other  highly  contagious 
viral  diseases.  In  relation  to  HIV/AIDS,  over  the  past  ten  years,  WHO  has  per- 
suaded countries  to  stop  denying  the  existence  of  AIDS,  to  clean  up  their  blood  sup- 
plies, and  to  undertake  education  efforts. 

Although  WHO  has  accomplished  much,  there  is  ample  room  for  improvement  in 
WHO's  management.  For  example,  WHO  would  benefit  from  the  establishment  of 
an  independent  inspector  general  and  of  a  deputy  director  general  with  manage- 
ment responsibilities.  A  more  transparent  budget  presentation  format  should  be  cre- 
ated to  improve  member  state  oversight  and  enhance  priority-setting.  One  of  WHO's 
six  regional  offices  should  be  eliminated,  and  meetings  of  the  World  Health  Assem- 
bly should  be  biennialized. 

Food  and  Agriculture  Organization  (FAO). — The  FAO  enhances  international 
trade  in  agricultural  and  fisheries  products  through  the  development  of  inter- 
national standards  and  food  safety  measures.  FAO  also  protects  U.S.  agriculture 
from  potential  losses  of  billions  of  dollars  through  plant,  pest,  and  animal  disease 
control  programs.  Codex  Alimentarius,  jointly  sponsored  by  FAO  and  WHO,  sets 
international  food  product  safety  and  quality  standards,  protecting  the  health  of 
American  consumers. 

The  United  States  has  long  pressed  for  improvements  in  FAO  management,  with 
steadily  improving  results.  The  budget  for  the  1996-1997  biennium  reflects  negative 
nominal  growth  and  a  clearer  sense  of  priorities.  Further  progress  is  needed  in  re- 
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ducing  overhead,  cutting  inessential  expenses  and  increasing  efficiency  through  the 
use  of  advanced  technology. 

International  Labor  Organization. — The  ILO  was  established  in  1919  in  response 
to  unsafe  working  conditions  associated  with  the  industrial  age.  Although  workplace 
conditions  have  improved  dramatically  in  much  of  the  world,  there  remain  large, 
economically-significant  labor  markets  characterized  by  work  forces  that  are  under- 
age, under-paid  and  poorly  treated.  Accordingly,  the  ILO  serves  two  primary  U.S. 
policy  objectives:  promoting  respect  for  human  rights  in  the  workplace,  and  mini- 
mizing unfair  international  competition  from  firms  and  countries  that  do  not  ob- 
serve core  labor  standards. 

Historically,  the  ILO  has  been  plagued  by  high  administrative  overhead  and  a 
lack  of  clear  priorities.  In  recent  years,  a  number  of  cost-saving  measures  have  been 
adopted.  The  headquarters  staff  is  being  restructured  to  reflect  identified  priorities; 
a  comprehensive  program  planning  and  monitoring  system  is  in  place;  and  a  portion 
of  the  staff  is  being  moved  from  headquarters  to  the  field.  The  United  States  looks 
for  continued  progress  in  each  of  these  areas. 

CONTRIBUTIONS  TO  INTERNATIONAL  PEACEKEEPING  ACTIVITIES 

Mr.  Chairman,  American  leadership  remains  crucial  in  the  post-Cold  War  world. 
The  threats  we  face  are  not  as  predictable  as  once  they  were.  But  we  know  from 
history  and  our  own  experience  that  small  wars  can  grow  into  big  ones;  that  unrest 
provides  targets  of  opportunity  for  aggressors,  criminals  and  terrorists;  and  that  un- 
resolved conflicts  can  spark  the  migration  of  millions,  draining  the  world's  economic 
and  humanitarian  resources.  U.N.  peacekeeping  provides  one  in  a  range  of  options 
for  responding  to  such  conflicts.  The  U.N.  is  not  the  answer  in  all  cases,  but  well- 
designed  U.N.  operations  allow  us  to  share  the  risks  and  costs  of  peacekeeping  with 
others.  They  afford  a  valuable  alternative  when  other  options  are  either  unaccept- 
able, more  expensive  or  less  likely  to  succeed. 

The  President's  fiscal  year  1997  request  of  $425  million  for  Contributions  to  Inter- 
national Peacekeeping  Activities  includes:  (1)  $273.5  million  for  anticipated  require- 
ments for  U.S.  assessments  for  fiscal  year  1997  peacekeeping  activities;  (2)  $9.1  mil- 
lion to  pay  half  the  U.S.  share  of  the  costs  of  the  War  Crimes  Tribunals  for  Rwanda 
and  former  Yugoslavia;  and  (3)  $142.4  million  in  no-year  funds  as  the  first  of  a 
planned  five  year  request  to  pay  our  peacekeeping  arrears.  The  request  for  arrears 
payments  will  total  $742.68  million  and  include  advance  appropriations  in  fiscal 
year  1998-2001.  Reflecting  discussions  between  the  Executive  and  Congress,  pay- 
ment of  these  arrears  would  be  contingent  upon  the  achievement  of  specific,  to  be 
determined,  reform  measures. 

Since  I  testified  before  this  subcommittee  last  year,  there  has  been  a  sharp  de- 
cline, from  more  than  60,000  to  fewer  than  30,000,  in  the  number  of  U.N.  peace- 
keepers in  the  field.  The  assumption  by  the  NATO-led  Implementation  Force  (IFOR) 
of  major  peacekeeping  responsibilities  in  the  former  Yugoslavia — and  the  resultant 
termination  of  UNPROFOR's  mandate — account  for  much  of  the  decrease.  Other  fac- 
tors include  the  close-out  of  U.N.  operations  in  Mozambique,  Somalia,  El  Salvador 
and  Rwanda. 

It  is  U.S.  policy,  detailed  in  the  statement  the  Administration  issued  in  May  1994 
on  "Reforming  Multilateral  Peace  Operations,"  to  insist  that  good  answers  be  pro- 
vided to  questions  of  cost,  size,  risk,  mandate  and  duration  before  U.N.  peace  oper- 
ations are  initiated,  expanded  or  extended. 

Over  the  past  year,  this  policy  has  been  reflected  in  Angola,  where  the  deploy- 
ment of  a  full  peacekeeping  operation  was  delayed  until  the  parties  to  the  Angolan 
dispute  had  taken  specific  steps  outlined  in  the  Lusaka  Accords. 

In  Haiti,  U.S.  policy  contributed  to  a  multi-phase  strategy  under  which  a  U.S.- 
led  coalition  created  a  climate  of  security  which  has  been  sustained  by  a  U.N.  oper- 
ation (UNMIH)  led  first  by  the  U.S.  and  now  Canada. 

In  the  Balkans,  the  Administration's  peacekeeping  policy  also  served  to  ensure 
that  the  missions  created  as  a  result  of  the  Dayton  Accords  and  the  November  12 
Agreement  on  Eastern  Slavonia  reflected  careful  consideration  of  what  the  oper- 
ations entailed  and  which  international  actor  was  best  suited  to  do  the  job.  Thus, 
NATO  and  not  the  U.N.  is  leading  the  major  peacekeeping  mission  in  Bosnia- 
Herzegovina,  while  the  U.N.  takes  responsibility  for  the  police  function  there  as  well 
as  implementation  of  the  arrangements  for  the  reintegration  of  Eastern  Slavonia 
into  Croatia. 

Better  choices  about  peacekeeping  arrangements  and  the  decline  in  the  number 
of  U.N.  peacekeepers  in  the  field  have  also  reduced  costs.  We  are  anticipating  that 
fiscal  year  1997  peacekeeping  assessments  will  be  considerably  below  50  percent  of 
the  level  received  in  fiscal  year  1995. 
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Peacekeeping  Management  Reform 

The  U.N.  Department  of  Peacekeeping  Operations  (DPKO),  supported  by  the 
United  States  and  several  other  like-minded  countries,  continues  to  improve  its  abil- 
ity to  manage  peace  operations. 

For  example: 

(1)  As  recommended  by  the  Administration's  policy  on  peacekeeping,  the  DPKO 
has  reorganized  so  that  it  can  approach  peacekeeping  operations  as  an  integrated 
whole. 

(2)  DPKO  has  established  a  24-hour  Situation  Center  adjacent  to  the  two  main 
divisions  of  DPKO.  Initially  a  temporary  arrangement,  the  Center  is  now  perma- 
nently housed  in  the  Secretariat  building.  With  a  staff  of  25,  the  majority  on  loan 
from  member  states,  the  Center  provides  timely  information  to  all  elements  of  U.N. 
Headquarters  and  to  peace  operations  in  the  field. 

(3)  The  DPKO's  Mission  Planning  Service,  comprised  largely  of  loaned  military  of- 
ficers from  member  states,  prepares  comprehensive  operational  plans  and  time- 
tables for  new  and  on-going  operations.  As  a  result  of  this  new  capacity,  U.N.  plan- 
ning has  improved  significantly. 

(4)  In  accordance  with  U.S.  recommendations,  improvements  in  support  of  peace- 
keeping operations  have  been  made,  including  establishment  of  a  logistics  planning 
unit,  a  standardized  organization  and  terms  of  reference  protocol,  a  draft  mission 
survey  handbook,  and  a  budget  estimating  tool  for  new  missions. 

(5)  The  U.N.  Training  Unit,  created  in  DPKO  in  1994,  is  developing  U.N.  guide- 
lines for  peace  operations  and  a  management  training  program  that  seeks  coopera- 
tive ventures  with  national  training  centers  and  universities. 

(6)  U.S.  military  officers  assisted  the  DPKO  in  drafting  a  "concept  of  operations" 
which  establishes  guidelines,  instructions  and  performance  goals  for  units  and  indi- 
viduals who  will  be  participating  in  U.N.  peacekeeping  operations.  These  guidelines 
are  compatible  with  both  emerging  U.S.  and  NATO  doctrine. 

(7)  The  U.S.  has  also  assisted  the  U.N.  in  developing  and  executing,  on  a  reim- 
bursable basis,  staff  training  for  a  number  of  recent  peacekeeping  operations. 

(8)  The  DPKO  has  established  a  small  Civilian  Police  Unit  within  the  Planning 
Division.  This  unit  has  been  working  with  member  states  to  develop  standard  proce- 
dures, doctrine  and  training  for  local  civilian  police  in  countries  where  there  are  on- 
going U.N.  peace  operations.  Lately,  this  cell  has  been  much  involved  in  the  oper- 
ational planning  for  the  International  Police  Task  Force  (IPTF)  in  Bosnia,  the  first 
U.N.  peace  operation  in  which  civilian  police  will  operate  without  military  troops  or 
observers  (although  IFOR  will  be  operating  in  the  same  theater). 

(9)  The  U.N.  is  in  the  process  of  implementing  a  number  of  recommendations 
made  by  the  U.S.  for  improving  its  ability  to  deploy  U.N.  peace  operations  rapidly 
in  emergency  situations. 

Peacekeeping  Operations:  U.S.  Interests 

Each  of  the  U.N.  operations  covered  by  our  request  for  fiscal  year  1997  funds 
serves  American  security  or  foreign  policy  objectives.  These  include: 

— UNTAES  (Eastern  Slavonia)  was  established  in  January  of  this  year  to  organize 
the  reintegration  of  Eastern  Slavonia  into  Croatia  in  accordance  with  an  agree- 
ment negotiated  at  Dayton  between  the  Government  of  Croatia  and  the  Serb 
leaders  in  Eastern  Slavonia.  This  operation  is  an  essential  part  of  implementing 
the  peace  process  in  former  Yugoslavia  and  will  benefit  the  U.S.  by  aiding  sta- 
bility in  this  strategic  part  of  Europe  (The  estimated  U.S.  share  of  the  cost  of 
this  operation  in  fiscal  year  1997  is  $70.1  million). 

— UNMIBH  (Bosnia  and  Herzegovina)  was  created  in  December  1995,  as  part  of 
the  implementation  of  the  Dayton  peace  agreement,  to  assist  the  local  police  in 
maintaining  security.  The  operation  includes  (1)  a  civil  affairs  office,  which 
serves  as  the  U.N.  contact  point  with  local  political  representatives;  (2)  the 
International  Police  Task  Force  (IPTF),  which  is  assisting  local  police  in  main- 
taining civil  security;  and  (3)  the  Mine  Action  Center,  which  will  work  with  the 
Bosnian  Government  in  mine  clearance  activities.  This  operation  is  also  a  vital 
part  of  the  multinational  effort  to  bring  about  a  stable  and  democratic  environ- 
ment in  Bosnia  (est.  fiscal  year  1997 — $32.2  million). 

— UNPREDEP  (The  Former  Yugoslav  Republic  of  Macedonia)  split  off  from  a  larg- 
er U.N.  mandate  for  former  Yugoslavia  (UNPROFOR)  in  March,  1995. 
UNPREDEFs  mandate  is  to  monitor  the  border  between  Serbia  and  the  Former 
Yugoslav  Republic  of  Macedonia  (FYROM).  In  the  wake  of  the  Dayton  agree- 
ment, the  future  of  UNPREDEP  depends  on  successful  implementation  of  the 
Dayton  accords,  the  absence  of  refugee  flows  from  Kosovo  (the  ethnically  Alba- 
nian province  of  Serbia  near  the  FYROM   border),   and  recognition   of  the 
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FYROM  by  Belgrade.  All  of  these  will  be  considered  carefully  as  the  time  for 
renewal  of  the  mandate  approaches,  (est.  fiscal  year  1997 — $15.2  million). 

-UNMOP  (Prevlaka  Peninsula) — is  a  small  observer  mission  established  to  mon- 
itor demilitarization  in  the  contentious  Prevlaka  Peninsula  region  between  Cro- 
atia and  Serbia  (est.  fiscal  year  1997 — $.5  million). 

-UNMIH  (Haiti)  is  working  with  the  Government  of  Haiti  to  maintain  a  secure 
and  stable  environment  in  Haiti  as  efforts  continue  to  consolidate  democratic 
institutions  and  revive  the  Haitian  economy.  On  February  29,  the  Security 
Council  extended  the  force  at  a  reduced  level  through  June  30,  1996.  UNMIH 
serves  America's  interest  in  democracy  and  in  preventing  a  recurrence  of  at- 
tempts by  large  numbers  of  Haitians  to  flee  on  boats  and  rafts  to  U.S.  shores 
(est.  fiscal  year  1997— $2.8  million). 

-UNFICYP  (Cyprus)  helps  to  prevent  an  outbreak  of  conflict  that  could  draw 
Greece  and  Turkey,  two  NATO  allies  and  longtime  friends  of  the  United  States 
into  war.  Continuation  of  the  mission  encourages  continued  diplomatic  efforts 
aimed  at  the  reunification  of  the  island  by  peaceful  means.  Approximately  half 
of  the  costs  of  UNFICYP  are  borne  by  the  governments  of  Cyprus  and  Greece. 
(est.  fiscal  year  1997— $6.2  million). 

-UNIFIL  (Lebanon)  monitors  and,  where,  possible,  prevents  violence  between  the 
terrorist  group  Hizbollah  and  the  Israeli-backed  Army  of  Southern  Lebanon. 
UNIFIL's  limitations  were  exposed  again  during  the  most  recent  round  of  vio- 
lence initiated  by  Hizbollah  Katyusha  rocket  attacks  into  northern  Israel.  Nev- 
ertheless, both  Israel  and  Lebanon  value  UNIFIL's  presence,  as  a  means  of  lo- 
calizing violent  incidents  during  periods  of  reduced  or  controlled  tensions.  Over 
time,  UNIFIL  has  helped  maintain  an  atmosphere  in  which  further  progress  in 
the  Middle  East  peace  process  remains  possible,  (est.  fiscal  year  1997 — $34  mil- 
lion). 

-UNDOF  (Golan  Heights)  was  created  in  May,  1974  to  monitor  the  buffer  zone 
between  Israeli  and  Syrian  forces  on  the  Golan  Heights.  For  more  than  two  dec- 
ades, this  mission  has  served  to  keep  alive  the  prospects  for  a  permanent  re- 
gional peace  by  easing  tensions  between  Syria  and  Israel  and  reducing  the  like- 
lihood of  incidents  that  could  cause  a  return  to  war.  (est.  fiscal  year  1997 — $8 
million). 

-UNIKOM  (Iraq/Kuwait)  was  established  in  1991  to  monitor  the  demilitarized 
zone  between  Kuwait  and  Iraq  that  was  set  up  following  the  Persian  Gulf  War. 
The  operation  played  an  important  role  in  monitoring  aggressive  Iraqi  troop 
movements  in  October,  1994  and  in  maintaining  the  integrity  of  the  border 
against  a  variety  of  Iraqi  ploys  to  obscure  it.  The  presence  of  representatives 
from  more  than  30  countries  in  UNIKOM  underlines  the  world's  determination 
to  block  any  outlet  for  the  expansionist  ambitions  of  Saddam  Hussein.  Two- 
thirds  of  the  costs  of  UNIKOM  are  paid  by  Kuwait,  (est.  fiscal  year  1997— $5.7 
million). 

-UNAVEM  (Angola)  is  now  the  single  largest  U.N.  peace  operation.  It  serves 
U.S.  interests  by  easing  the  humanitarian  crisis,  which  cost  us  $90  million  a 
year  in  relief  aid;  by  ending  the  threat  to  stability  caused  by  prolonged  civil 
war;  and  by  re-establishing  order  and  security  in  a  country  of  great  economic 
potential,  where  U.S.  firms  are  major  investors,  and  which  provides  seven  per- 
cent of  our  oil  imports.  If  successful,  this  operation,  in  combination  with  com- 
pleted missions  in  Mozambique  and  Namibia,  and  the  U.N.-monitored  transi- 
tion to  democracy  in  South  Africa,  will  have  transformed  an  entire  region,  (est. 
fiscal  year  1997— $88.9  million). 

-UNOMIG  (Georgia)  is  an  observer  mission  established  in  August,  1993  to  mon- 
itor the  ceasefire  between  the  Republic  of  Georgia  and  Abkhaz  separatist  forces. 
Its  purpose  is  to  observe  the  Russian  peacekeeping  force  that  has  deployed 
there  and  to  monitor  the  May,  1994  ceasefire  agreement  between  the  two  sides. 
The  U.S.  interest  is  to  help  prevent  the  breakup  of  Georgia,  maintain  stability 
in  a  historically-combustible  region  and  support  the  independence  and  sov- 
ereignty of  a  newly  independent  state  struggling  to  overcome  ethnic  divisions. 
(est.  fiscal  year  1997— $4.2  million). 

-UNMOT  (Tajikistan)  is  also  an  observer  mission,  established  in  December, 
1994,  for  the  purpose  of  encouraging  a  negotiated  end  to  fighting  between  the 
Government  of  Tajikistan  and  rebel  forces  based,  in  part,  in  Afghanistan.  The 
mission  serves  to  build  confidence  between  the  parties  in  the  hope  that  the  cur- 
rent ceasefire  will  lead  to  a  permanent  settlement.  It  also  provides  a  useful  win- 
dow on  events  in  another  newly  independent  country  where  Russian  peace- 
keepers are  deployed,  (est.  fiscal  year  1997 — $2.5  million). 

-UNOMIL  (Liberia)  is  an  observer  mission  that  was  originally  set  up  in  conjunc- 
tion with  a  regional  African  peacekeeping  force  to  monitor  the  ceasefire,  disar- 
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mament,  demobilization  and  reintegration  of  Liberian  factions  under  the  July 
1993  Cotonou  Peace  Accords.  The  recent  round  of  fratricidal  violence  in  Monro- 
via was  a  major  setback  to  efforts,  already  moving  at  a  glacial  pace,  to  imple- 
ment the  peace  agreement.  The  U.S.  continues  to  believe  that  an  international 
presence  is  needed  in  Liberia  for  humanitarian  reasons,  and  to  take  advantage 
of  any  opportunity  for  the  restoration  of  civil  order  that  may  arise,  (est.  fiscal 
year  1997— $3.2  million). 
Although  no  funds  are  requested  in  this  budget  to  pay  U.N.  assessments  for  the 
MINURSO  peacekeeping  operation  in  the  Western  Sahara,  this  operation  deserves 
mention  because  of  its  uncertain  future. 

MINURSO  was  established  in  April  1991  to  monitor  a  ceasefire  between  Morocco 
and  the  Polisario  National  Front  and  to  oversee  a  referendum  to  determine  whether 
this  region  would  be  integrated  with  Morocco  or  become  an  independent  nation.  Al- 
though MINURSO  has  succeeded  in  preventing  a  return  to  hostilities,  the  parties' 
disagreements  over  procedures  for  the  conduct  of  the  referendum  have  delayed  the 
process  from  its  inception.  By  early  1996,  only  53,000  persons  had  completed  the 
voter  identification  process.  The  Security  Council,  including  the  U.S.,  has  become  in- 
creasingly impatient  with  the  lack  of  sustained  progress.  MINURSO's  current  man- 
date expires  on  May  31.  Throughout  this  month,  we  will  be  consulting  with  all  those 
concerned — including  Congress — regarding  future  options. 

INTERNATIONAL  CONFERENCES  AND  CONTINGENCIES 

Mr.  Chairman,  the  fiscal  year  1997  request  of  $5,820  million  represents  funding 
for  participation  in  international  conferences  ($5,515,000),  and  full  funding  for  the 
assessed  contributions  to  new  or  provisional  international  organizations  ($305,000). 
The  proposed  fiscal  year  1997  level  would  restore  funding  to  a  level  closer  to  that 
enacted  in  fiscal  year  1995,  enabling  this  account  to  again  provide  adequate  funding 
for  U.S.  participation  in  international  conferences.  The  fiscal  year  1997  request 
would  ensure  funding  for  lean,  yet  effective,  delegations  to  represent  the  U.S.  at 
conferences  that  set  standards  for  manufacturing,  communications,  technology,  and 
environmental  controls,  as  well  as  negotiations  for  international  agreements  on 
trade  issues  and  advancement  in  medical  research. 

The  funds  in  this  account  cover  the  travel,  per  diem  and  administrative  costs  of 
accredited  U.S.  delegates  to  international  meetings,  and  representation.  This  appro- 
priation is  used  also  to  fund  and  manage  some  international  events  hosted  by  the 
United  States. 

In  fiscal  year  1997  it  is  expected  that  the  U.S.  will  send  delegations  to  about  650 
meetings.  This  is  a  reduction  from  more  than  800  meetings  in  the  early  1980's.  The 
account  provides  the  means  to  get  our  key  experts  to  meetings  of  the  IAEA,  NATO, 
the  OECD  and  the  WTO  as  well  as  to  a  number  of  other  important  technical  con- 
ferences, where  U.S.  leadership  is  critical. 

We  have  taken  steps  to  reduce  costs  of  our  participation  in  international  meetings 
by  limiting  the  number  of  accredited  to  delegates  to  10  in  all  but  a  few  exceptional 
cases.  In  fact,  about  25  percent  of  our  official  representation  to  international  meet- 
ings consists  of  only  1  or  2  accredited  experts.  In  Geneva,  one  of  the  key  inter- 
national conference  centers,  the  number  of  conference  days  supported  by  this  pro- 
gram has  dropped  from  over  1,500  in  1991  to  less  than  1,300  in  1994. 

CONCLUSION 

Mr.  Chairman,  this  concludes  my  presentation  of  the  Administration's  request. 
I  would  be  pleased  to  answer  any  questions  you  or  other  members  of  the  Sub- 
committee might  have. 

BUDGET  CUTS 

Senator  Gregg.  Thank  you.  We  have  met  briefly,  but  we  have 
not  had  any  lengthy  discussions,  so  we  have  not  had  an  oppor- 
tunity to  air  many  of  my  concerns  or  interests.  I  do  think  the  Unit- 
ed Nations  is  an  institution  that  is  important.  It  is  important  to 
international  affairs,  to  America's  diplomacy,  and  to  the  world  com- 
munity generally. 

I  think,  like  most  members  of  Constitution,  I  have  very  serious 
reservations  about  how  our  tax  dollars  have  been  used  and  how 
they  are  being  used.  As  you  know,  there  were  a  number  of  condi- 
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tions  put  in  the  last  round  relative  to  the  manner  in  which  these 
funds  would  be  used. 

I  guess  my  initial  question  would  be,  it  appears  from  our  analy- 
sis, or  our  staffs  analysis,  that  the  promised  cuts  of  about  $154 
million,  which  were  expected  and  requested,  will  not  be  accom- 
plished, and  that,  by  our  estimates,  the  United  Nations  is  some- 
where in  the  vicinity  of  $270  million  out  of  whack  right  now  from 
what  we  had  been  told  would  be  the  expenditure  levels.  It  is  run- 
ning at  about  13  percent  over  budget.  As  you  are  aware,  of  course, 
the  Secretary  of  State  has  to  certify  that  they  are  not  only  on  budg- 
et, but  to  the  extent  that  they  have  made  cuts. 

My  question  to  you  is,  in  light  of  these  numbers,  which  appear 
to  reflect  that  the  management  continues  to  be  of  questionable 
quality,  what  is  the  position  of  the  State  Department? 

Ambassador  Albright.  First  of  all,  let  me  just  say  how  much  I 
appreciate  your  initial  statement  about  being  supportive  of  the 
United  Nations  and  of  our  participation  in  these  organizations,  be- 
cause I  think  we  will  then  be  able  to  agree  on  the  value  of  spending 
our  money  there,  even  if  we  might  not  agree  on  specific  aspects  of 
it. 

Let  me  just  say,  on  the  question  that  you  have  asked,  to  put  it 
into  context,  we  managed  something,  I  think,  quite  monumental  at 
the  United  Nations  in  order  to  be  able  to  get  this  cap  on  the  budg- 
et. That  has  never  been  done  before,  and  to  bring  it  in  at  $200  mil- 
lion less  than  had  been  suggested  by  the  Secretary  General  in  the 
first  place.  This  is  like  trying  to  turn  around  the  Queen  Mary.  We 
really  did  manage  something  of  historic  proportions. 

Our  numbers,  I  think,  are  a  little  different  from  yours.  What 
happened  was  that  in  approving  the  budget,  the  General  Assembly 
required  the  Secretary  General  to  identify  $154  million  in  savings 
by  March  31,  and  they  have  identified  $140  million  of  that.  The  re- 
mainder is  supposed  to  come  from  further  savings  that  are  to  be 
identified  by  the  ongoing  efficiency  review.  So  we  think  that  they 
have  come  a  long  way  in  terms  of  trying  to  get  the  $154  million. 

The  issue  is,  frankly,  this  is  a  2-year  process  for  them,  this  bien- 
nium  budget,  and  we  believe  that  they  will  be  able  to  come  in 
under  the  cap.  But  the  process  is  in  the  works  right  now.  I  can  tell 
you,  every  hour  of  the  day  that  I  am  not  here,  I  talk  to  Joe  Connor 
and  the  Secretary  General  to  make  clear  to  them  that  there  is  a 
necessity  to  certify  that  they  will  be  and  are  under  the  cap. 

The  material  is  coming  in  at  this  point.  I  think  when  I  have  spo- 
ken to  the  Secretary  of  State  about  this,  most  recently  as  this 
morning,  we  were  talking  about  the  fact  that  he  is  collecting  the 
material  and  it  is  under  review.  We  are  not  going  to  certify  if  it 
is  not  certifiable.  We  are  looking  at  this  as  closely  as  you  are,  but 
our  numbers,  I  think,  show  that  they  are  making  a  good  faith  ef- 
fort, more  than  a  good  faith  effort,  to  find  the  funds  through  off- 
sets. This  is  an  entirely  new  process  for  them  and  we  are  going  to 
keep  their  feet  to  the  fire. 

Senator  Gregg.  As  must  be  obvious,  we  are  not  interested  in 
them  saying  they  are  going  to  make  these  cuts.  We  are  interested 
in  them  being  made.  The  Congress  and  anyone  who  has  served  in 
government  knows  there  is  a  significant  difference  between  a  cut 
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represented  to  be  made  and  a  cut  which  actually  occurs.  There  are 
innumerable  instances  of  that  happening. 

I  guess  we  would  like  to  see  any  specific  reductions  that  you 
folks  feel  the  United  Nations  has  made — specifics,  where  the  cuts 
have  been  made,  why  you  deem  those  to  qualify  to  be  applied  to- 
ward the  $154  million,  not  identified,  but  made. 

Ambassador  Albright.  OK. 

ARREARAGES 

Senator  GREGG.  On  the  arrearages  issue,  I  guess  you  have  to  ex- 
plain to  me  how  I  explain  this  to  my  taxpayers,  because  I  under- 
stand the  United  States  made  a  commitment  to  make  these  pay- 
ments, but  they  were  not  made  because  the  Congress  came  to  the 
conclusion  that  the  money  was  being  wasted.  Now  you  have  an  in- 
spector general  who  has  been  very  limited  in  his  ability  to  do 
much,  but  already  in  that  limited  area  has  identified  just  some  out- 
rageous things  in  the  manner  in  which  money  is  being  spent. 

We  have  spending  patterns  which  show  salaries  which  are  really 
exorbitant  in  many  accounts,  and  these  salaries  are  not  even  sub- 
ject to  taxation.  A  middle-level  accountant  is  making  twice  what 
somebody  would  make  in  the  same  position  outside  of  the  United 
Nations.  Then  you  have  the  issue  of  patronage,  which  is  very  se- 
vere, it  appears. 

So  when  we  pay  these  arrearages,  what  we  are  really  doing,  it 
appears  to  me,  and  the  way  I  am  concerned  that  the  taxpayers  will 
look  at  this — is  that  we  are  basically  reimbursing  the  United  Na- 
tions for  past  profligate  activities.  As  a  practical  matter,  I  do  not 
know  how  you  justify  making  those  types  of  commitments  when  it 
does  not  appear  that  the  house  is  in  order,  or  making  them  even 
if  you  do  get  the  house  in  order  to  the  full  extent  that  they  are  re- 
quired to  be  made  because  such  a  large  percentage  of  what  we  are 
paying  for  amounts  to  reimbursement  for  gross  mismanagement 
and  patronage. 

Ambassador  Albright.  You  have  raised  a  lot  of  issues.  Let  me, 
first  of  all,  make  clear  that  I  am  as  interested  in  having  a  good 
deal  for  our  taxpayers  as  you  are  and  have  from  the  time  that  I 
have  gone  up  there,  now  since  February  1993,  spent  a  great  deal 
of  time  talking  about  the  necessity  for  reform,  building  up  the  of- 
fice of  the  inspector  general  there,  and  making  sure  that  he  has 
enough  operating  room  and  funding. 

The  issue  on  our  arrears,  I  think,  needs  to  be  divided  into  two 
parts.  There  are  the  arrears  that  are  in  the  peacekeeping  account 
and  those  that  are  in  the  general  account. 

Senator  Gregg.  Right. 

Ambassador  Albright.  The  largest  amount  is  in  the  peacekeep- 
ing account,  and  the  peacekeeping  accounts,  the  largest  proportion 
of  that  that  is  in  arrears  has  to  do  with  UNPROFOR.  Others  are 
the  ones  that  have  to  do  with  peacekeeping  operations  for  which 
we  voted  even  prior  to  my  arrival  and  are  an  obligation. 

I  think  that,  first  of  all,  we  are  trying  to  deal,  and,  I  think,  are 
dealing  successfully  with  the  waste  issue.  We  can  go  back  to  that, 
and  I  am  sure  we  will. 

But  the  issue  on  paying  our  obligations  for  the  peacekeeping  ar- 
rears comes  down  to  the  following  fact.  That  is,  we  are  obligated 
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to  pay  them.  We  are  part  of  a  club  or  of  a  family  where,  as  that 
group,  we  took  up  some  obligations. 

I  think  the  only  way — and  I  have  described  it  this  way  to  people 
when  I  have  gone  out  to  speak — it  is  as  if  your  family  had  a  sick 
member  in  it  and  you  decided  to  have  an  operation.  You  all  pool 
your  expenses  to  have  an  operation  for  that  sick  person.  The  oper- 
ation does  not  turn  out  exactly  right  and  the  person  may  not  be 
as  well  as  he  or  she  was  before,  but  you  cannot  all  of  a  sudden  go 
to  the  hospital  and  say,  I  am  not  paying  this  bill.  That  is  where 
we  are.  This  is  a  family  or  an  organization  that  depends  on  people 
fulfilling  their  part  of  the  obligation.  That  is  what  we  have  been 
asked  to  do. 

Now,  where  these  two  issues  are  linked  is  the  following.  I  feel 
that  the  major  mandate  that  I  have  from  the  President  and  from 
all  of  you  is  to  go  up  there  and  make  them  reform.  If  every  time 
that  I  say  reform,  they  say  to  me,  you  are  a  nation  of  laws,  you 
are  constantly  telling  me  you  are  a  nation  of  laws,  and  yet  you  are 
breaking  a  law  and  you  are  the  ones  that  have  to  come  forward, 
it  kind  of  lessens  my  effectiveness.  That  is  where  we  are  now. 

So  what  we  are  asking  from  you  is  basically  a  carrot  and  stick 
approach.  That  is,  you  provide  the  promise  of  the  money  to  be  paid 
out  in  these  5-year  tranches  based  on  the  fact  that  they  will  under- 
take a  set  of  reforms  upon  which  we  will  have  all  agreed  in  the 
first  place.  But  if  we  do  not  get  out  of  this  hole,  all  the  influence 
that  the  United  States  has  is  undercut  by  the  fact  that  people  look 
at  us  as  if  we  were  in  great  debt,  which  we  are. 

You  do  not  know  me,  but  let  me  just  say,  nothing  makes  me 
prouder  than  to  sit  behind  the  sign  that  says  "The  United  States". 
I  was  not  born  here,  so  I,  as  a  naturalized  citizen,  consider  this  the 
greatest  honor.  It  makes  me  pretty  mad  when  our  best  friends,  the 
British,  say  this  is  representation  without  taxation. 

I  think  we  want  to  get  out  of  this  hole  and  we  think  that  by  link- 
ing it  to  a  reform  process,  that  will  help  us. 

Senator  GREGG.  Thank  you  for  that  answer.  I  am  going  to  have 
to  go  vote,  and  I  apologize.  I  will  be  back  in  a  few  minutes. 

Ambassador  Albright.  I  will  think  up  some  more  things. 

[A  brief  recess  was  taken.] 

Senator  Gregg.  I  think  the  problem  comes  down  to  this,  Madam 
Ambassador,  and  I  recognize  you  have  worked  very  hard  in  this 
area,  but  speaking  as  someone  who  actually  supports  the  concept 
of  the  United  Nations  and  the  actual  activities  of  the  United  Na- 
tions in  many  areas,  the  fact  is,  the  United  Nations  remains  a 
place  that,  by  New  Hampshire  standards  of  what  is  right  and 
wrong  in  politics  and  how  you  run  an  efficient  and  effective  Gov- 
ernment, is,  at  best — to  be  generous — we  would  say  that  it  was  in- 
effectively run.  To  be  accurate,  we  could  even  say  it  is  corruptly 
run. 

It  is  dominated  by  patronage.  Funds  are  constantly  misused  and 
misdirected.  Programs  are  mismanaged.  Dollars  are  spent  in  areas 
where  they  should  not  be  spent,  and  they  have  resisted  even  the 
concept  of  putting  a  turnstile  into  the  facility  because  they  did  not 
want  to  be  accountable  for  when  people  went  to  work. 

It  is  very  hard,  as  a  legislator,  to  justify  paying  taxes,  spending 
taxes  which  are  hard  earned  by  Americans,  so  that  they  can  go  into 
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the  pockets  of  people  in  various  parts  of  the  world  that  might  not 
otherwise  be  able  to  get  them.  They  do  not  go  to  the  benefit  of  the 
people  around  the  world. 

That  is  the  basic  problem  here.  You  have  an  institution  which, 
if  it  were  run  properly,  would  be  strongly  supported  and  we  would 
all  be  envious  of  it.  But  you  have  an  institution  that  is  not  run 
properly,  has  a  history  of  mismanagement  that  is  rather  excessive. 
How  do  we  resolve  this? 

ACCOUNTABILITY 

The  Congress  has  requested  a  series  of  accountability  reports 
and  I  do  not  think  we  have  gone  far  enough,  personally,  in  de- 
manding accountability.  My  desire  to  continue  to  expand  account- 
ability will,  hopefully,  survive  the  committee  process  and  we  will 
make  it  a  little  more  definitive.  If  we  are  able  to  do  that,  then 
maybe  I  can  be  more  supportive  of  this  arrearages  approach. 

I  understand  the  position  you  are  in.  You  go  up  there  and  people 
say  we  have  not  paid  our  dues  and,  therefore,  you  do  not  have  jus- 
tifiable votes.  But  when  you  represent  25  percent  of  the  dues, 
which  is  what  we  represent,  we  are  not  in  the  same  position  as 
most  of  these  other  nations  because  we  are  bearing  such  a  large 
percentage  of  the  cost.  So  I  think  we  have  the  right  to  demand  ac- 
countability. 

So  this  arrearages  issue  is  one  which  I  think  the  jury  still  re- 
mains out  on,  and  I  know  your  position  and  I  appreciate  it  and  I 
do  not  see  any  point  in  debating  it.  I  suspect  there  are  ways  we 
can  address  it  with  tougher  accountability  standards. 

But  I  will  be  very  interested  to  see  whether  or  not  State  is  going 
to  be  willing  to  certify,  to  put  the  name  on  the  line  that  these  cuts 
have  been  made  and  that  the  programs  are  within  the  funding 
stream  that  is  identified.  I  know  that  that  decision  will  not  be 
made  casually,  because  I  have  a  lot  of  respect  for  you  and  I  have 
a  lot  of  respect  for  the  Secretary  and  I  know  that  you  are  not  cas- 
ual people  on  issues  of  that  nature. 

PEACEKEEPING 

I  guess  another  area  of  questions  that  I  have  is  this  area  of 
peacekeeping.  We  continue  to  push  forward  with  four  peacekeeping 
areas,  Haiti,  Guatemala,  El  Salvador,  and  Rwanda.  We  were  sup- 
posed to  have  finished  them  up  and  maybe  you  could  tell  us  what 
is  going  to  happen  relative  to  our  costs  there  and  what  is  going  to 
happen  relative  to  the  budget  on  those  accounts. 

Ambassador  Albright.  Sure.  If  I  might  just,  though,  say  some- 
thing to  your  last  comment,  I  think  that  there  are  pockets  of  the 
United  Nations  that  do  not  work  well.  I  think  that  there  is  clearly 
a  tremendous  need  for  readjustment.  But  I  have  to  disagree  with 
you  in  terms  of  kind  of  absolute  statements  about  its  corruption. 

I  think  that  it  is  very  important  to  understand  that  there  are  a 
lot  of  hard-working  people  there,  that  the  United  Nations  has  ac- 
complished a  great  deal  in  areas  where  otherwise  there  would  not 
have  been  a  change.  Whether  it  is  in  the  economic  and  social  area 
where  polio  and  smallpox  have  been  eradicated  or  in  terms  of  tight 
sanctions  on  Iraq,  or  I  will  not  go  through  this  whole  list,  but  I 
think  the  issue  here  is  that  we  have  to  be  able  to  separate  out  the 
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wheat  from  the  chaff  and  to  be  able  to  pinpoint  where  we  think 
there  are  areas  of  problems  and  praise  where  things  are  going 
right. 

I  am  very  sorry  if  you  think  that  the  whole  place  is  rotten  be- 
cause it  is  not.  I  think  that  there  is  value  in  our  working  together 
on  accountability,  because  I  agree  with  you,  I  could  not  agree  with 
you  more,  on  the  need  for  it,  but  we  have  to  be  very  specific  in 
terms  of  what  we  are  looking  at,  because  when  they  hear  wholesale 
criticism,  they  do  not  listen  at  all. 

Senator  Gregg.  They  are  going  to  have  to  listen  if  they  are  going 
to  expect  to  get  money  from  the  Congress.  The  fact  is  that  the 
United  Nations  as  an  institution  is  obviously  not  totally  corrupt.  I 
did  not  mean  to  imply  that.  But  if  you  were  to  put  it  in  the  context 
of  a  well-run  Government,  it  would  be  deemed  a  corrupt  Govern- 
ment because  there  is  such  a  large  percentage  of  the  funds  which 
are  mismanaged  and  such  a  large  percentage  of  the  dollars  which 
are  spent  on  patronage  and  such  a  large  percentage  of  the  dollars 
that  are  spent  on  salary  levels  which  simply  are  not  reasonable  in 
the  context  of  an  efficiently  run  Government.  And  the  fact  that 
they  resist  so  aggressively  accountability  in  the  area  of  inspector 
general  review  and  just  typical  everyday  good  accounting  practices 
raises  the  suspicion  to  an  even  higher  level. 

Maybe  they  do  not  like  it  when  Members  of  Congress  make  these 
statements,  but  the  fact  is,  that  is  the  way  they  are  viewed  and  I 
am  not  going  to  temper  my  statements  in  order  to  accomplish  good 
will  in  an  institution  where  I  think  we  have  been  abused  finan- 
cially, or  our  taxpayers  have  been  abused  financially,  and  where 
unless  we  are  given  proper  accounting  and  unless  we  receive  fair 
accounting  and  unless  they  correct  their  business,  I  personally 
have  a  lot  of  reservations  about  continuing  to  support  them. 

Now,  that  can  all  be  accomplished,  I  presume,  through  your  good 
offices  and  efforts.  But  the  fact  remains  that  you  are  not  going  to 
temper  my  comments  in  order  to  make  them  happy. 

Ambassador  Albright.  I  did  not  ask  that  you  temper  your  com- 
ments to  make  them  happy. 

I  think  the  issue — you  asked  me  about  Haiti.  Haiti,  I  think, 
should  be  considered  one  of  the  major  successes  for  the  people  of 
Haiti,  for  the  United  States,  and,  therefore,  also  for  the  United  Na- 
tions in  terms  of  having  been  able  to  create  an  atmosphere  there 
where  the  people  are  beginning  to  be  able  to  take  hold  of  their 
lives. 

What  is  happening  is  that  we  have  extended  the  UNMIH  mission 
until  the  end  of  this  month  and  we  are  going  to  be  looking  at  how 
to  draw  that  down.  What  the  issue 

Senator  GREGG.  What  cuts  will  be  offsetting  that  cost,  both  in 
Haiti,  Guatemala,  El  Salvador,  and  Rwanda? 

Ambassador  Albright.  Maybe  we  are  talking  about  two 

Senator  GREGG.  By  extending  these  missions,  we  are  expending 
money  that  was  not  anticipated  to  be  expended,  so  under,  I  would 
presume,  the  zero-sum  game  that  we  are  theoretically  functioning 
under  in  the  budgeting  process,  I  presume  they  are  going  to  have 
to  offset  those  expenditures. 

Ambassador  Albright.  I  think,  actually,  we  are  talking  about 
two  different  things.  The  missions  that  you  are  talking  about  are 
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the  civilian  missions  in  Haiti  and  in  Guatemala,  MICIVIH,  which 
is  the  Haiti  mission,  and  MINUGUA,  which  is  the  Guatemala  mis- 
sion. We  are  bound  and  determined  that  those  two  missions  specifi- 
cally will  be  under  the  $2,608  billion  cap.  We  have  made  that  very 
clear  to  the  Secretary  General  and  have  told  him  that  he  has  to 
find  offsetting  funds.  That  is  our  position  and  we  are  going  to  keep 
pursuing  that  and  they  will  not  be  assessed  as  additional  missions. 

So  we  are,  in  fact,  just  at  this  stage  talking  about  it.  I  have  to 
admit  that  he  has  thrown  the  ball  back  and  forth,  saying  it  is  up 
to  the  member  states  to  figure  out  where  this  money  is  coming 
from,  and  I  have  told  him  point  blank  that  he  is  the  chief  adminis- 
trative officer  of  the  United  Nations  and  it  is  his  job  to  find  the 
money. 

So  we  are  in  the  process  of  making  that  work.  But  at  the  mo- 
ment and  for  the  duration  of  this,  there  have  been  no  additional 
assessments  made  in  order  to  meet  the  obligations  for  these  two 
operations  and  there  will  not  be,  because  they  have  to  find  the  off- 
sets. But  we  are  in  the  middle  of  this  crunch.  Our  policy  is  that 
these  will  be  within  the  existing  resources.  That  is  what  we  are 
maintaining. 

Senator  GREGG.  Thank  you.  Does  that  also  apply  to  Rwanda? 

Ambassador  Albright.  Rwanda  is  one  that  we  are  talking  about 
right  now.  It  is  a  very  small  mission  that  we  are  trying  to — we 
have  not  even  decided  exactly  where  that  is  coming  from,  but  that 
will  also  be  true.  These  things  have  to  be  adopted  within  the  cap. 

We  are  determined  on  this  cap.  That  does  not  mean  that  along 
the  way  this  is  not  messy,  because  frankly,  what  has  happened, 
Mr.  Chairman,  is  that  the  cap  was  voted  and,  as  I  said,  it  was  fair- 
ly difficult  to  get,  but  we  got  it,  but  the  budgeting  process  leading 
up  to  it  is  somewhat  behind.  So  the  only  way  to  describe  it  is  we 
are  kind  of  midstream  on  one  part  of  it  while  we  have  gotten  the 
cap  on  the  top,  so  every  day  is  a  struggle. 

While  I  am  saying  to  you  that  we  are  doing  our  best,  I  push  them 
around  more  than  you  can  imagine.  I  use  quite  similar  terminology 
to  yours.  I  mean,  I  am  telling  them,  this  is  it,  guys.  This  is  what 
we  have.  This  is  what  happens  and  you  have  to  live  within  your 
existing  resources,  and  it  is  your  job,  Mr.  Secretary  General,  to  find 
the  money.  So  that  is  what  we  are  doing. 

FINANCIAL  MANAGEMENT 

Senator  Gregg.  Can  you  think  of  other  thoughts  or  ideas  that  we 
could  put  forward  to  them  to  make  them  more  responsible  on  the 
issues  of  financial  management? 

Ambassador  Albright.  You  will  not  like  the  answer.  What  we 
have  to  do  is  use  a  carrot  and  stick  approach.  Here  is  the 

Senator  Gregg.  Give  me  some  of  the  stick  ideas. 

Ambassador  Albright.  You  are  pretty  good  on  the  sticks  your- 
self. 

I  do  think  that  what  we  need  to  work  on,  and  what  we  would 
like  to  do  is  come  back  and  talk  more  about  this  grand  bargain 
idea,  and  the  grand  bargain  is  that,  with  all  of  you,  we  would  work 
out  a  reform  package  of  what  it  is  they  have  to  do  in  order  to  get 
the  arrears  money.  We  are  in  the  middle  of  the  process.  We  start- 
ed— frankly,  we  had  some  pretty  good  discussions  on  the  House 


570 

side  and  have  not  really  had  them  here  yet,  and  what  we  would 
like  to  do  is  work  with  you  to  figure  out  what  the  specific  reform 
steps  would  be  that  would  then  match  up  with  them  getting  certain 
amounts  of  money. 

Senator  GREGG.  I  think  that  is  exactly  what  we  want  to  do  over 
here.  I  would,  obviously,  have  severe  reservations  about  releasing 
the  money,  but  I  would  be  more  inclined  to  do  it  if  we  had  in  place 
mechanisms  to  assure  that  the  money  is  not  just  going  to  be 
frittered  away. 

Ambassador  Albright.  You  know  what  they  say  to  me,  if  I 
might,  is  that  they  do  not  think  they  will  ever  see  the  color  of  our 
money  even  if  they  reform,  and  that  is  the  problem.  I  think  this 
is  a  body  that — people  forget  about  the  fact  you  all  sometimes  have 
trouble  agreeing  up  here  and  there  are  only  100  of  you  and  you  are 
all  Americans.  There,  there  are  185  countries  who  talk  to  each 
other  through  interpreters  and  do  not  always  have  exactly  the 
same  views. 

So  the  fact  that  we  have  gotten  this  cap  and  the  fact  that  we 
have  gotten  them  to  have  an  inspector  general,  to  have  an  effi- 
ciency board,  to  have  a  variety  of  working  groups  that  are  looking 
at  very  serious  reform  of  the  whole  system,  I  consider  it  quite  a  big 
step  forward. 

We  now  have  to  figure  out  a  way  that  they  see  some  reward 
down  the  line,  and  that  is  where  we  are.  They  are  basically  saying 
to  me,  you,  Madeleine,  you  want  us  to  jump  through  all  these 
hoops  and  you  are  never  going  to  give  us  any  money,  so  we  are  not 
going  to  reform.  That  is  where  we  are  at  the  moment. 

So  I  need  your  help  in  terms  of  working  out  not  only  the  reform 
package  but  also  the  fact  that  there  is  something  there  as  a  re- 
ward— not  a  reward,  they  are  owed  this,  I  mean,  the  system.  We 
owe  this  money.  It  is  an  obligation  that  we  undertook  in  good  faith 
in  the  previous  administration  as  well  as  this  one. 

Senator  Gregg.  I  guess  you  could  tell  them  that  you  are  making 
great  progress  down  here  in  convincing  us  that  we  should  send 
them  the  money  but  that  it  is  conditioned  upon  the  fact  that  there 
has  to  be  accountability.  With  proper  accountability,  I  think  the 
Congress  would  be  concerned.  We  would  be  concerned,  but  we 
would  be  amenable  to  releasing  this  money. 

That  is  really  what  it  comes  down  to.  Nobody  down  here  wants 
to  send  good  money  after  bad,  and  until  we  are  sure  that  we  are 
not  doing  that,  it  is  going  to  be  very  hard  for  us  to  aggressively 
pursue  that.  But  once  we  are  assured  that  that  is  not  the  case, 
then  I  suspect  there  will  be  significant  support  for  your  position. 

I  appreciate  your  time.  What  I  would  like  to  do  is  work  with  you 
to  make  sure  we  could  come  up  with  a  list  of  items  that  would  rep- 
resent— we  know  what  the  carrot  is. 

Ambassador  Albright.  Yes. 

Senator  GREGG.  That  would  represent  what  the  stick  is.  Thank 
you. 

Ambassador  Albright.  I  do  not  know  whether  I  could  lure  you 
up  there.  I  would  be  delighted  if  you  would  come  and  visit,  and  I 
would  be  very  pleased  to  set  up  meetings  for  you  with  officials  of 
the  United  Nations  and  also  my  colleagues  there,  the  other  perma- 
nent representatives. 
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Senator  Gregg.  I  would  be  happy  to  go. 

Ambassador  Albright.  I  think  that  would  be  very  useful  for  ev- 
erybody. Then  maybe  you  would  not  need  me  as  your  interpreter. 
You  will  be  able  to 

Senator  GREGG.  I  would  love  to  have  you  as  my  interpreter.  You 
would  be  very  valuable. 

Ambassador  Albright.  But  I  would  just  like  to  assure  you  that 
you  have  no  tougher  advocate  of  the  U.S.  position  up  there  than 
I  on  this.  I  am  yelling  and  beating  on  them  all  the  time  on  it.  I 
agree  with  you,  the  place  needs  to  be  reformed.  All  my  problem  is 
is  that  I  do  not  have  enough  in  my  back  pocket,  so  to  speak,  to  say, 
all  right,  reform  and  then  there  is  something  down  the  line,  be- 
cause what  they  think  is  every  time  they  do  something,  we  will 
raise  the  bar  and  we  still  will  not  pay. 

Senator  Gregg.  I  have  large  back  pockets. 

ADDITIONAL  COMMITTEE  QUESTIONS 

I  will  be  happy  to  work  with  you  and  I  respect  the  work  you  are 
doing.  Your  reputation  is  very  high  and  we  very  much  appreciate 
the  effort  you  are  putting  in  on  behalf  of  the  country. 

Ambassador  Albright.  Thank  you  so  much. 

Senator  Gregg.  Thank  you. 

Ambassador  Albright.  Thank  you.  Please  do  come  up,  Mr. 
Chairman. 

[A  brief  recess  was  taken.] 

[The  following  questions  were  not  asked  at  the  hearing,  but  were 
submitted  to  the  Department  for  response  subsequent  to  the  hear- 
ing:] 

Questions  Submitted  by  Senator  Judd  Gregg 
international  organizations 

Question.  For  fiscal  year  1996,  Congress  appropriated  $892  million  for  assessed 
contributions  to  International  Organizations  (IO's).  The  Administration  had  re- 
quested $923  million.  How  does  the  Administration  plan  to  allocate  this  appropria- 
tion? 

Answer.  The  Administration  is  in  the  process  of  determining  the  allocations  and 
we  expect  to  forward  a  reprogramming  notification  for  your  review  in  the  very  near 
future. 

Question.  For  each  International  Organization,  how  much  of  every  dollar  goes  to 
program  delivery  for  IO's  and  how  much  to  administrative  costs  and  overhead?  Has 
there  ever  been  any  evaluation  of  potential  overlap  between  various  IO's? 

Answer.  There  is  no  common  standard  among  the  IO's  that  would  provide  a  clear 
and  acceptable  distinction  between  program  and  administrative  costs.  The  question 
becomes  a  judgment  call  by  the  individual  observer  owing  to  variations  among  the 
IO's  regarding  program  structure,  budget  format^presentation  and  descriptive  termi- 
nology. Moreover,  the  line  between  administrative  and  program  expenses  in  IO's  is 
not  clearly  distinguishable  in  view  of  their  different  mandates — some  IO's  develop 
standards  or  normative  data  in  consultation  with  member  states,  while  others  pro- 
vide support  services.  Information  and  documentation  expenses,  program  support 
such  as  conference  servicing  and  communications,  maintenance,  procurement  and 
security  could  all  be  construed  as  administrative  expenses.  For  example,  in  the  case 
of  the  U.N.,  sections  of  the  budget  related  to  common  support  services,  jointly  fi- 
nanced administrative  activities  and  capital  expenses  could  all  constitute  adminis- 
trative expenses.  Collectively,  these  represent  approximately  42  percent  of  the  U.N. 
budget  for  1996-97. 

In  an  effort  to  be  helpful,  we  have  attached  for  your  information  the  program 
budget  resolutions  of  the  major  organizations — U.N.,  FAO,  ILO,  WHO,  OECD, 
IAEA,  NATO,  PAHO  and  WMO— which  contain  all  of  the  budget  components  for  the 
current  financial  period. 
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We  are  not  aware  of  a  formal  evaluation  having  been  done  concerning  just  the 
issue  of  overlap  among  the  IO's.  The  IO's  all  have  their  own  charters  governing 
their  core  missions  which,  in  turn,  should  form  the  basis  for  their  respective  pro- 
grams of  work.  At  the  same  time,  our  reviews  of  agency  programs  and  budgets  in- 
clude looking  at  individual  activities  where  there  is  potential  of  duplication/overlap 
with  other  agencies.  We  also  look  for  opportunities  to  consolidate  and  streamline 
certain  activities  which  are  germane  to  several  agencies,  i.e.,  those  dealing  with  as- 
pects of  economic  development.  This  contributes  to  better  division  of  labor,  more  ef- 
fective delivery  of  programs  and  improved  utility  of  scarce  financial  resources.  We 
would  note  also  that  all  of  these  factors  represent  part  of  our  broader  efforts  for 
achieving  managerial  and  programmatic  reforms  in  all  of  the  IO's,  most  notably  in 
the  U.N.  system.  The  issue  of  overlap  is  just  one  element  in  the  broader  reform  ef- 
forts. 
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3.  Further  decide*  that  ibe  CoUl  level  of  expenditure  provided  for  in  1996-1997  b  2,608.274,000dollan; 

4.  Decides  therefore  that  Member  States  be  assessed  oo  the  basis  of  the  amount  or  2.608.274.000 
dollars  for  the  biennium  1996-1997. 


SO/215   Programme  budget  for  the  biennium  1996-1997 
Date:    23  December   1993 


Report?     A/50/842 


Budget  appropriations  for  the  biennium  1996-|9?7 
Toe  General   Assembly 
Resolves  that  for  the  biennium  1996-1997: 
1.   Appropriations  totalling  2,608,274.000 United  States  dollars  are  hereby  approved  for  tbe  following 


PART  I.  Overall  po|icy-makjne.  direction  and 


Total,  part  I 


40348  200 


2. 
3. 

4.        Outer  space 


*ART  m.       Igternatjona]  jusfoe  and  Uw 

S.        International   Court  of  Justice 


Total,  part  U 


Total,  part  ITJ 


60  989  500 

102868  200 

4705  500 

168  563  200 

21  339600 
3I60S400 
52°4S  000 
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part  iv.     internatjond  woegitjgaJGB: 

7A 


7B.      Africa:   critical. 


44  318  700 

4  305  100 


US 


8.  Department   for  Eoooomic  and  Social 
Infomialioa  and  Policy  Analysis 

9.  Depart  meat   for  Development  Support  and 
Management    Services 

I0A.     United  Natioos  Conference  oo  Trade  and 


I0B.     International  Trade  Centre  UNCTAD/GATT 

11.  Uni 

12.  Uni 


(Habitat) 
13.      Crime  control 
14 


Total,  part  IV 


PART  V.        Regional 


ion  f°r 


15.       Economic  Commisstoo  for  AJinc* 


Asia  and  the  Pacific 


19.      Economic  and  Social  Commission 
for  Western  Asia 


20.       Regular 


Total,  part  V 


26  556  000 

121  925  300 
21642000 
9  512  200 

13  059600 
5254  600 
17  344100 

312529  700 


66  379300 
52  883  100 


44  814  700 
378041  100 
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Human  rights  ind  hum.nit.riin   affairs 

21.  Human  rights 

22.  Office  of  the  United  Nations  High 
Commissioner  for  Refugees 

23.  United  Nations  Relief  and  Works 
Agency  for  Palestine  Refugees 

in  the  Near  East 

24.  Department    of  Humanitarian    Affairs 


Total,  part  VI 


PART  VD.        Public  information 

25.      Public  information 


PART  vm.      Common  support  services 

26.      Administration  and  management 


PART  DC.         Jointly  financed  administrative  activities 
and  special  expenses 


Total,  part  VD 


Total,  part  VTH 


28.      Special 


PART  X.  Office  of  Internal  Oversight  Servic 

29.      Office  ofl 


Total,  part  DC 


Total,  part  X 


137  658  000 
137  658  000 


960  885  100 


28  915000 
41  791 700 
70  616  700 

15  716  500 
IS  716  500 
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HART  XI.         Capital  expenditures 

30.      Technological  innovations 


31.      Construction,  alteration,  improvement 
and  major 


Tout,  part  XI 


31583  400 


PART  XD.        Staff  assessment 

32.       Staff  assessment 


Total,  part  XII 


369080  100 
369  080  100 


PART  Xm.      International   Seabed  Authority 

33.       International   Seabed  Authority 


Toul.  part  Xm 
Total,  expenditure  sections 


Less:   anticipated  reductions  to  be  confirmed 
by  the  General   Assembly 


GRAND  TOTAL 


»3Q8  200 
1308  200 

2  712  265  200 

q03??l?00) 
2608  274  000 


2.  The  Secretary-General   shall  be  authorised  to  transfer  credits  between  sections  of  the  budget  with  the 
concurrence  of  the  Advisory  Committee  on  Administrative  and  Budgetary  Questions; 

3.  The  total  net  provision  made  under  the  various  sections  of  the  budget  for  ooatraetual  printing  (hall 
be  administered  as  a  unit  under  the  direction  of  the  United  Nations  Publications  Board; 


4.  In  addition  to  the  appropriations  approved  under  paragraph  I  above,  an  amount  of  51,1 
appropriated   for  each  year  of  (he  biennium  1996-1997  from  the  accumulated  income  of  the  Library  Endowment 
Fund  for  the  purchase  of  books,  periodicals,  maps  and  library  equipment  and  for  such  other  expenses  of  the 
Library  at  the  Palais  des  Nations  as  are  in  accordance  with  the  objects  and  provisions  of  the  endowment. 


for  the  hjennium    1 996 -1 997 


Resolves  that  for  the  biennium  1996-1997: 

I.   Estimates  of  income  other  than  assessments  on  Member  States  totalling  480.90 l,700United  Slates 
dollars  are  approved  as  follows: 
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Income  section US  dollars 

384  306  000 

86  209  200 

886  500 

471  401  700 

2.  Tbe  income  from  stiff  assessment  shall  be  credited  to  the  T«  Equalization  Fund  in  accordance  with 
the  provisions  of  General   Assembly  resolution  973  (X)  of  15  December    1955; 

3.  Direct  expenses  of  the  United  Nations  Postal  Administration,  services  to  visitors,  catering  and  related 
services,  garage  operations,  television  services  and  tbe  sale  of  publications,  not  provided  for  under  the  budget 
appropriations,  shall  be  charged  against  the  income  derived  from  those  activities. 


Financing  of  appropriations  for  the  year  1996 
The  General   Assembly 
Resolves  that  for  the  year  1996: 

1.  Budget  appropriations  consisting  of  1.3O4,l37,O0GUuited  States  dollars,  being  half  of  the 
appropriations  of  2,608,274,0001ollars  approved  for  the  biennium  1996-1997by  tbe  General  Assembly  under 
paragraph   1  of  resolution  A  above,  and  24.160,900dollars,  being  the  increase  in  revised  appropriations  for  1994- 
1995  approved  by  tbe  Assembly  in  its  resolution  50/205  A,  shall  be  financed  in  accordance  with  regulations  5. 1 
and  5.2  of  tbe  Financial  Regulations  of  the  United  Nations  as  follows: 

(a)  43,547,850dollars,  being  tbe  net  of  half  of  tbe  estimated  income  other  than  staff  assessment 
approved  for  the  biennium  1996- 1997  under  resolution  B  above,  less  946,800dollan,  being  the  decrease  in 
income  other  than  staff  assessment  for  1994-1995; 

(b)  l,285,696,85QloUars,  being  tbe  assessment  on  Member  Stales  in  accordance  with  General  Assembly 
resolution  49/19  B  of  23  December  1994  on  the  scale  of  assessments  for  the  years  1996  and  1997; 

2.  There  shall  be  set  off  against  the  assessments  on  Member  States,  in  accordance  with  (he  provisions 
of  General  Assembly  resolution  973  (X)  of  15  December  1955,  (heir  respective  share  in  me  Tax  Equalization 
Fund  in  the  total  amount  of  197,885,900dollars,  consisting  of  192,153,000dollars.  being  half  of  me  estimated 
staff  assessment  income  approved  for  the  biennium  1996-1997 under  resolution  B  above,  and  5.732.900doUars, 
being  the  increase  in  the  income  from  staff  assessment  for  the  biennium  1994-1995  approved  by  the  Assembly  in 
its  resolution  50/205  B. 


Special  subjects  relating  to  the  proposed  programme  budget  for  the  biennium  J996-19S7 


Date:    23  December   1995  Meeting:    100 

Adopted  without  a  vote  Report:    A/50/842 
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FAO 

128.     Accordingly,  the  Conference  adopted  Che  following  Resolution: 

Resolution  8/95 
Budgetary  appropriations  1996-97 

THE  CONFERENCE 

Havine  considered  the  Director-General's  Programme  of  Work  and  Budget  and  the  conclusions  of 
its  Commissions: 

1 .      Approves  a  total  effective  working  budget  of  US$650  million  for  the  financial  period  1996-97 
and  subject  to  paragraph  3  approves  the  Programme  of  Work  proposed  by  the 
Director-General  for  1996-97  as  follows: 
a)   Appropriations'  are  voted  for  the  following  purposes: 

USS 

Chapter  I  -  General  Policy  and  Direction  54  476  000 

Chapter  2  -  Technical  and  Economic  Programmes  327  970  000 

Chapter  3  -  Development  Services  to  Member  Nations  1 18  301  000 

Chapter  4  -  Technical  Cooperation  Programme  87  704  000 

Chapter  5  -  Support  Services  72  668  000 

Chapter  6  -  Common  Services  45  205  000 

Chapter  7  -  Contingencies  600  000 

Less:    Budget  reduction  (56  924  000) 


Total  effective  working  budget  650  000  000 

Chapter  8  -  Transfer  to  Tax  Equalization  Fund  90  800  000 


Total  appropriations  (gross)  740  800  000 


b)  The  appropriations  (gross)  voted  in  paragraph  a)  above,  shall  be  financed  by  assessments  on 
Member  Nations,  after  deduction  of  Miscellaneous  Income  in  the  amount  of  USSll  000  000, 
thus  resulting  in  assessments  against  Member  Nations  of  USS729  800  000. 

c)  In  establishing  the  actual  amounts  of  contributions  to  be  paid  by  individual  Member  Nations, 
the  assessment  of  each  Member  Nation  shall  be  reduced  by  any  amount  standing  to  its  credit 
in  the  Tax  Equalization  Fund  provided  that  the  credit  of  a  Member  Nation  that  levies  taxes 
on  the  salaries,  emoluments  and  indemnities  received  from  FAO  by  staff  members  shall  be 
reduced  by  the  estimated  amounts  of  such  taxes  to  be  reimbursed  to  the  staff  member  by 
FAO. 

d)  The  contributions  due  from  Member  Nations  in  1996  and  1997  shall  be  paid  in  accordance 
with  the  scale  adopted  by  the  Conference  at  its  Twenty-eighth  Session,  which  contributions, 
after  the  deduction  of  amounts  standing  to  the  credit  of  Member  Nations  in  the  Tax 
Equalization  Fund,  result  in  net  amounts  payable  totalling  USS641  200  000  as  set  out  in 
Appendix  J  to  this  Report. 
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2.  Endorses  the  Director-General's  commitment  to  sound  financial  practices  and  his  commitment 
not  to  incur  obligations  and  make  payments  against  the  above  budget  for  the  financial  period 
1996-97  beyond  the  total  of  reasonably  anticipated  income,  as  established  in  accordance  with 
the  Financial  Regulations. 

3.  Requests  the  Director-General  to  propose  to  the  Hundred  and  Tenth  Session  of  the  Council 
criteria  for  adjusting  the  Programme  of  Work  to  the  approved  budget  level  and  to  present  the 
necessary  adjustments  to  the  next  Joint  Meeting  of  the  Programme  and  Finance  Committees 
for  their  approval. 

(Adopted  27  October  1995) 
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1.  Expenditure  budget  by  major  programme 


(In  US  dollars) 


CHAPTER        ITEM 


TITl£ 


IfM-M  BUDGET 


PART  I.  OROINARY  I 
POUCY  MAKING  ORGANS 
INTERNATIONAL  LABOUR  CONFERENCE 
GOVERNING  BODY 
MAJOR  REGIONAL  MEETINGS 
TOTAL 

GENERAL  MANAGEMENT 
GENERAL  MANAGEMENT 
TECHNICAL  PROGRAMMES 

INTERNATIONAL  LABOUR  STANOAROS  ANO  HU- 
MAN RIGHTS 


17.864.992 
7.367.1S3 
2.059.163 


EMPLOYMENT 

9.597.243 

ENTERPRISE  ANO  COOPERATIVE  DEVELOPMENT 

8.574.122 

TRAINING 

9.109.866 

TURIN  CENTRE 

4.765.000 

INDUSTRIAL  RELATIONS  ANO  tABOUR  AOMINIS 
TRATKJN 

9.430.100 

MULTINATIONAL  ENTERPRISES  ANO  SOCIAL  POL- 
ICY 

7/2.947 

WORKING  CONDITIONS  ANO  ENVIRONMENT 

IS.368.6IS 

SECTORAL  ACTIVITIES 

14.068.769 

SOCIAL  SECURITY 

6.120.S06 

INTERNATIONAL  SOCIAL  SECURITY  ASSOCIATION 

S94.420 

STATISTICS 

7.048 .275 

DEVELOPMENT  ANO  TECHNICAL  COOPERATION 

7.316.449 

INTERNATIONAL  INSTITUTE  FOR  LABOUR 
STUCMES 

4.684.330 

EQUALITY  FOR  WOMEN 

601.69S 

PROGRAMME  FLEXIBILITY  RESERVE 

9.032^29 

TOTAL 

12S.671.4S2 

SERVICE  ANO  SUPPORT  ACTIVITIES 

PERSONNEL 

14.626.82S 

FINANCIAL  SERVICES 

11.941.067 

INTERNAL  ADMINISTRATION 

36.351.232 

EDITORIAL  ANO  DOCUMENT  SERVICES 

34.367.741 

COMPUTER  SERVICES 

11.926.3S8 

LIBRARY  ANO  DOCUMENTATION 

7.390.1SS 

PROGRAMMING  ANO  MANAGEMENT 

S.1S3.9I6 

LEGAL  SERVICES 

2.486300 

TOTAL 

124441.794 

RELATIONS 

RELATIONS  ANO  MEETINGS 

26.404.460 

EMPLOYERS"  ACTIVITIES 

4.821.075 

WORKERS'  ACTIVITIES 

13.677.684 

PUBLIC  INFORMATION 

4 .946.250 

INTERNATIONAL  RELATIONS 

3.690.414 

TOTAL 

SJ.SJ98&3 

REGIONAL  SERVICES 

ACTIVE  PARTNERSHIP 

SS7.S40 

f  IF  1.0  PROGRAMMES  IN  AFRICA 

36.810.215 

FIELO  PROGRAMMES  IN  THE  AMERICAS 

32.816.918 

FIELO  PROGRAMMES  IN  ARAB  STATES 

C.936.S70 

FIELD  PROGRAMMES  IN  ASIA  ANO  THE  PACIFIC 

32.943.176 

FIELD  PROGRAMMES  IN  EUROPE 

10.420.742 

IOTAL 

120.48S.1C1 

Summary  tables 


ltK-87  ESTIMATES 


15.815.671 
2.766.718 
3.253.264 

71.81S.6S3 


16.587.036 
12.137.226 


1.302.629 

20.384.037 

17.672.696 

8.269.579 

724.600 


8.322.667 

6.021.7SO 

871,013 

1.240.350 
1SS.914.764 

18.7S1.71S 


46.943.JS0 
45.332.140 
15.217.362 
9.S71.2S0 


3.224.768 
160.803.801 

31.339.613 
S.80S.717 

16.2S4.763 
6.2*3.077 
4,417.068 

64.060238 

4.004.004 
42.395.999 
37.403.162 

6.498.S06 
39.911.608 
13.023.916 
14S.7J7.19S 
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CHAPTER       ITEM                                                     TITU  l«M-*5  BUOCCT  N964M  CSTMAAIES 
C                           OTHER  BUOGCTAflV  PROVISIONS 

290    OTHER  BUDGETARY  PROVISIONS  20.349.602  2S.9S9.010 

SUB  TOTAL  4«S.4A4,SJ2  S8J.299.I11 

ADJUSTMENT  FOR  STAFF  TURNOVER  (3.819432)  (4.6/4.111)/ 

TOTAL  OF  PART  I  46S.63S.000  S79.62S.000 

PART  II.  UNFORESEEN  EXPENDITURE  _; ^ 

295  UNFORESEEN  EXPENDITURE  ars.000  •  7S.000 

PART  III.  WORKING  CAPITAL  FUND 

296  WORKING  CAPITAL  FUND 

TOTAL    (PARTS  I  ••(>  466.S10.000  S79.SO0.O00 
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WHO 

FORTY-EIGHTH  WORLD  HEALTH  ASSEMBLY  WHA48.32 

Agenda  item  18.3  12  May  1995 

Appropriation  resolution  for  the 
financial  period  1 996-1 9971 

The  Forty-eighth  World  Health  Assembly 

I.       RESOLVES  to  appropriate  for  the  financial  period  1996-1997  an  amount  of  USS  922  654  000  as 
follows: 


Appropriation  Purpose  of  appropriation  Amount 

section  USS 

1.  Governing  bodies     21  600  000 

2.  Health  policy  and  management     261  464  000 

3.  Health  services  development    162  871  000 

4.  Promotion  and  protection  of  health 131  146  000 

5.  Integrated  control  of  disease     120  756  000 

6.  Administrative  services 144  817  000 

Effective  working  budget  842  654  000 

7.  Transfer  to  Tax  Equalization  Fund    80  000  000 

Total  922  654  000 

B.  Within  the  overall  appropriation  of  US$  842  654  000,  the  operating  budgets  for  1996-1997  for 
the  six  regional  offices  shall  be  calculated  in  accordance  with  established  principles  of  equity,  and  on 
the  basis  of  the  prevailing  United  Nations/WHO  accounting  rates  of  exchange,  effective  May  1995,  for 
all  regional  offices'  currencies  vis-a-vis  the  US  dollar. 

C.  Amounts  not  exceeding  the  appropriations  voted  under  paragraph  A  shall  be  available  for  the 
payment  of  obligations  incurred  during  the  financial  period  I  January  1996  -  31  December  1997  in 
accordance  with  the  provisions  of  the  Financial  Regulations.  Notwithstanding  the  provisions  of  the 
present  paragraph,  die  Director-General  shall  limit  the  obligations  to  be  incurred  during  the  financial 
period  1996-1997  to  sections  1-6. 


1  Taking  into  account  the  financing  proposals  contained  in  document  A48/I7. 
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D.  Notwithstanding  the  provisions  of  Financial  Regulation  4 5,  the  Director-General  is  authorized 
to  make  transfers  between  those  appropriation  sections  that  constitute  the  effective  working  budget  up 
to  an  amount  not  exceeding  10%  of  the  amount  appropriated  for  the  section  from  which  the  transfer 
is  made,  this  percentage  being  established  in  respect  of  section  2  exclusive  of  the  provision  made  for 
the  Director-General's  and  Regional  Directors'  Development  Programme  (US$  6  643  000).  The 
Director-General  is  also  authorized  to  apply  amounts  not  exceeding  the  provision  for  the  Director- 
General's  and  Regional  Directors'  Development  Programme  to  those  sections  of  the  effective  working 
budget  under  which  the  programme  expenditure  will  be  incurred.  All  such  transfers  shall  be  reported 
in  the  financial  report  for  the  financial  period  1996-1997.  Any  other  transfers  required  shall  be  made 
and  reported  in  accordance  with  the  provisions  of  Financial  Regulation  4.5. 

E.  The  appropriations  voted  under  paragraph  A  shall  be  financed  by  assessments  on  Members  after 
deduction  of  the  following: 


(i)       reimbursement  of  programme  support  costs  by  the  United 

Nations  Development  Programme  in  the  estimated  amount  of     3  600  000 


thus  resulting  in  assessments  on  Members  of  USS  91 1  459  700.  hi  establishing  the  amounts  of 
contributions  to  be  paid  by  individual  Members,  meiraasOTtrnenta-Snall  be  reduced  further  by  (a)  the 
amount  standing  to  (heir  credit  in  the  Tax  Equalization  Fund,  except  that  the  credits  of  those  Members 
that  require  staff  members  of  WHO  to  pay  taxes  on  their  WHO  emoluments  shall  be  reduced  by  the 
estimated  amounts  of  such  tax  reimbursements  to  be  made  by  the  Organization,  and  (b)  the  amount  of 
interest  earned  and  available  for  appropriation  (USS  3  352  700)  credited  to  them  in  accordance  with 
the  incentive  scheme  adopted  by  the  Health  Assembly  in  resolution  WHA4I.12. 

F.  The  maximum  net  level  of  the  exchange  rate  facility  provided  for  under  Article  4.6  of  the 
Financial  Regulations  is  established  at  USS  3 1  000  000  for  the  biennium  1996-1997,  on  the  basis  of 
the  United  Nations/WHO  accounting  rates  of  exchange  (for  all  regions  and  at  the  global  level) 
prevailing  during  May  1995. 

2.  APPROVES  the  use  of  casual  income,  if  available,  up  to  the  amount  of  USS  10  000  000  in  each  of  the 
years  1996-1997  for  expenditure  on  priority  country  programmes,  such  expenditure  to  be  approved  by  the 
Executive  Board  at  hs  ninety-seventh  session  in  January  1996; 

3.  URGES  Member  States  to  make  every  possible  effort  to  pay  their  annual  assessments  in  full  and  on 
time  in  order  to  ensure  effective  programme  delivery, 

4.  REQUESTS  that  the  Director-General,  in  preparing  future  programme  budgets,  presents  data  from 
authoritative  sources,  inter  alia  international  Financial  institutions  and  regional  economic  cooperation  bodies, 
on  estimated  inflation  rates. 


Twelfth  plenary  meeting,  12  May  1995 
A48/VR/I2 
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ANNEX 

DRAFT  DECISION  OF  THE  COUNCIL 
CONCERNING  THE  BUDGET  OF  THE  ORGANISATION  FOR  THE  FINANCIAL  YEAR  1996 

(Proposals  by  (he  Secretary-General) 


THE  COUNCIL. 

Having  regard  to  Articles  5  a)  and  20  of  the  Convention  on  the  Organisation  for  Economic  Co- 
operation and  Development  of  1 4th  December  1960; 

Having  regard  (o  the  Financial  Regulations  of  the  Organisation; 

Having  regard  to  the  Resolution  of  the  Council  concerning  the  implementation  of  a  biennal 
Programme  of  Work  of  24th  February  1994  (C(94)27/FINAL]; 

Having  regard  to  the  proposals  of  the  Secretary-General  concerning  the  Draft  Budget  for  1996 
and  adjustments  to  the  1995/96  Programme  of  Work  [C/PWB(95)96]; 

Having  regard  to  the  Report  by  the  Budget  Committee  on  the  Draft  Budget  for  the  Financial 
Year  1996; 

Having  regard  to  the  Report  by  the  Chairman  of  the  Executive  Committee; 

Having  regard  to  the  Report  by  the  Governing  Board  of  the  International  Energy  Agency 
concerning  the  Programme  of  Work  and  Budget  of  the  Agency  for  1 996; 

DECIDES: 

1.  A  total  appropriation  of  FF  1  693  102  000  is  authorised  in  favour  of  the  Secretary-General  to 
meet  the  expenditure  of  the  Financial  Year  1996  (I). 

2.  This  appropriation  shall  be  apportioned  to  the  various  Parts,  Sections,  Chapters  and  Items  of  the 
Budget  as  follows: 


(1)  This  amount  does  no«  include  the  cost  of  services  provided  by  the  Oak  Ridge  National  Laboratory  to  the  Nuclear 

Energy  Agency,  estimated  at  FF  I  020  000.  which  has.  however,  been  included  under  Income,  as  a  contribution  in 
kind  from  the  United  States,  for  the  calculation  of  Member  country  contributions. 
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Category  of  expenditti 


Financial  Year  1996 


GENERAL  EXPENDITURE 
Administrative  and  Staff  Expenditure 


Chapter  2 
Item  I 
Item  2 
Item  3 


Item  9 
Item  10 


Item  12 
Item  IS 


Expenditure  related  to  the  Secretary  -General 

Salaries,  allowances  and  employer's  contribution* 

Official  Travel 

Official  receptions 

Secretary  -General's  res ioence 

Special  Counsellors 

Chapter  I    Total 

Permanent  and  auxiliary  staff 

Emoluments  and  Employers' contributions  of  Permanent  staff 

Statutory  allowances  for  permanent  staff 

Overtime 

Emoluments,  and  employer's  contributions  for  auuliary  stall 

Emoluments,  allowances  and  employer's  contributions  for  staff  at  IheOECO 

Publications  and  Information  Centres 

Other  statutory  expenditure  (talcing  up  and  leaving  of  duty,  removals,  home  leave) 

Social  services 


ScifYt 


Provision  for  statutory  adjustment  of  salaries 

TcnnmationofappoiiitmentSM  accordance  with  Article  II  a)  v)  of  the  Staff 
Regulations 

Employer's  t  hare  of  social  contributions  for  permanent  staff 
Remuneration  of  non -active  staff  on  long  term  sick  leave 
Chapter  2    Total 

OfTicul  travd.  Postage,  Experts  of  the  Council  Consultants.  Contracts.  Conferences 
nications  -  Approprlat  ions  for  decentralised 


Trade 

Financial.  Fiscal  and  Enterprise  Affairs 

Science.  Technology  and  Industry 

Education.  Employment.  Labour  and  Social  Affairs 

Food.  Agriculture  and  Fisheries 

General  Administration 
Budget -Finance 


Item  21 


8  015  300 
681  200 
283  000 
329  800 
Token 


9  309  300 


665  701  200 
24  868  700 
3  132  500 
2(41700 
15  198  300 

15  310  400 

1  262  100 

Token 
6  581  100 

Token 
12600000 

2  86OSO0 

Token 
6  698  900 


10  780400 

4  370  800 
2069  300 
6402  800 
1421200 
1026  500 
1794  800 
4089  900 
5929  300 

5  809  700 
1971900 

1  179  000 
16606900 

2  521  700 
960600 

4  028  500 


70963: 
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Parttdpatioaby  theOKDlntheoperatingcostsof  she  Inter -Oiganisaiiom  Siudy 

Section  on  Salvia  and  Prion 

Participation  by  the  OBCD  in  the  operating  costs  of  (he  Joint  Pent  ioni 

Chapter*  Total 


5*63  500 

1497100 

9921400 

7  142*00 

102)1100 

27  9S6900 

429700 

4  271  400 

6  559  100 

3  495  000 

Token 

77  J  700 

700000 

3  278-700 

2528100 


lapter  5    -  Priming;  supplies  and  outside  printing 
Itonl 
Item  2 
Item} 
Item  4 

Ilem5    -  Expenditure  for  outside  printing 
Chapters:  Total 


6  827  600 
3568  200 
226600 
4  881300 
2  272  300 
17  776000 


Chapter  6  -  Information  and  Press  Activities 

Item  I  -  Press  activities 

Item  2  -  Publicatious  activities 

Item3  -  Current  Expenditure  of  the 

Item  4  •  Current  Expend*  ure  of  the  Tokyo  Publications  and  Information  Centre 

ItemS  -  Current  Expendit  ure  of  the  Central  European  Countries  Publications  and 

Centre 

Item6  -  Current  Expenditure  of  the  Mexico  Publications  and  Information  Centre 


1  $68  000 

1  180700 

2  500  900 

3  131  500 
I  07$  900 


Item8 
Item  9 


Chapter  6:  Total 


2443000 
169300 

1395  600 


Otapter8    •  Cap  kal  expend*. 

Item  I  -  Purchase  and  replacement  of  furniture 
Item  2  -  Purchase  and  replacement  of  equip  meni 
Item  3    -  Purdue* 

ChapterS:  Total 


1709700 

6084  600 

230200 


Chapter  10  -  Expenditure  of  the 
accordance  with  the 
Sole  Item 


Year  -  Appropriations  carried  forward  i 
of  Article  16  b)  of  the  Financial  Regulations 
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Chapter  1 1  -  Experid«ure  of  the  preceding  Financial  Year  -  Appropriations  carried  forward  in 
accordance  with  the  punima  of  A  nicfc  16  c)  of  the  Financial  Regulations 
hero  I    -  Staff  expenditure  Token 

hem  2   -  Operating  expendnure  Token 

hem]    -  OpMcxpcnd«<m(fum«urc  and  equipment)  Token 


a  II:  Total 
■  I    Total 


Chapter  12  -  Expenditure  relating  to  Public  M  i 
hem  I    -  Consultants,  contracts 
hem  2    -  Experts  and  participants 
Item  3    -  Study  i 


Expenditure  of  the  preceding  Financial  Year  -  Appropriations  carried  forward  « 
accordance  with  the  provisions  or  Article  16  b)  of  (he  Financial  Regulations 
Expenditure  of  the  preceding  Fivancul  Year    Appropriations  carried  forward  i 
accordance  with  the  provisions  of  Article  16  c)  of  the  Financial  Regulations 
Chapter  12  and  Section  II:  Total 


in  transition  (CCET) 

in  transit  ion  General  programme  and 


Chanter  20  -  Pre  accession  cwis  of  new  Member  countries 
PART  I:  TOTAL 


TV! 

(ank*:«oftheFma«^rUt>ilaiit>rrt)asfoOows  * 

Chapter  2.  item  II   ■  Compensation  tettlernents  Token 

Chapter  )  -  Consultants  and  contracts:  Token 

Oiapter4     Office  rental  and  cleaning  contract  43000000 

Oiapler4  -  Cornpuler  eowpmen.  I85OOOO0 

Chapter  4      Documentation  and  Library  180000 

Chapter  5  -  Rental  of  photocopiers :  5  WW  000 

Chapter «     Capaalexoendaure  (buikJinsy)  Token 

Chapter  12  -  Expcndaure  relating  to  the  Public  M  augment  Programme  Token 

Chapter  13  -  Pensions  Token 

■       The* 
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Category  </e*pendito>es 


PART  II  -  OTHER  EXPENDITURE 


Chapler  30  -  Inte 


llan  2  -  Official  tiavrl 

llem  3  -  Consultants  and  contracts 

lion  5  -  Entertainment  expenses 

Item  6  -  Operating  expenditure 

llem  7  -  Share  of  OECD't  overheads 

llem  8  •  OoouRientaiioa  and  Library 


Proposed 
appropriations  for 
Financial  Year  1996 


hem  II  -  Capita]  expenditure 
Item  12  -  Inform 
Hem  13  -  Security 
Item  14  -  Public  Information 
Item  IS  -  Emenj 
Item  16  •  Provision  for  statutory  adjustment  of  salaries 
Item  30  -  Expenditure  of  I  he  preceding  Financial  Year 
Chapter  30  and  Section  I:  Total 

lection  II  -  Develop  meat  Centre 


1694  400 

SI5I8O0 

2695  700 

84  800 

I5K5O0 

11453600 

757  100 

J  450  500 

3500 

50  800 

798  500 

452400 


Chapter  32  -  Sand  Club  -' 


Working  Party 
Chapter  32    Total 
Section  II:  Total 


cf  OPW8(95rWADOI 
cf  C/PWB(95)96/ADD2 
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Category  of  etpcnditii 


>  III   ■  OECO  Nuclear  Energy  Agency 


1554  600 

1293  700 

94  000 

17  100 

4  110  500 

hem?    -  Share  of  OECO's  overheads  11900400 

hem  8    -  Documentaion  and  Library  141000 

Iiem9    ■  Printing and  translation  691000 

hem  10  -  Miscellaneous  and  unforeseen  expenditure  J  300 

hem  II   ■  Capital  expenditure  96  100 

hem  12  -  Informal  ion  technology  equipment  951  100 

Item  1 1  -  Cost  for  sup  port  services  by  the  Data  Bank  5  948  400 

hem  16  -  Provision  for  statutory  adjustment  of  salaries  S9J600 

Item  30  -  Expenditure  of  the  preceding  Financial  Yen  Token 

Chapter  33:  Total  64  770400  i 

The  Secretary -General  is  authorised  lo  enter  into  commitment  authorities  beyond  the  Financial  Year  1996 
(article  S  of  the  Financial  Regulationsl  as  follows 

Chapter  33.  item  6  -  Opera ingexpent it ures  (Office  rental)'  I  800  000 

Chapter  34  ■  NEA  Oata  Bank 

Item  I    -  Emoluments,  allowances  and  employer's  contributions  for  permanent  staff  and  135(7600 


hem  2    ■  Official  travel  521 600 

hem  3    -  Consultants  andcootractt  831700 

hem  4    ■  Conferences  and  meetings  38  500 

12000 

2111600 

2260100 

109600 

396900 

2000 


4  343000 

Cost  for  support  services  to  the  Agency  (594(400) 

Item  16  •  Provision  for  statutory  adjustment  of  saline*  223  300 

hem  30  -  Expenditure  of  the  preceding  Financial  Year  Token 

Chapter  34:  Total  1(559300 

Section  III:  Total  (3  329  700 

I  is  authorised  to  enter  into  commit rnent  authorities  beyond  the  Financial  Year  1996 
(article  (  of  the  Financial  Regulationsl  as  follows: 

Chapter  34.  item  6  ■  Operatngexpentitures  (Office  rental):  900  000 

'        This  amount  does  not  indude  the  cost  of  services  provided  by  the  Oak  Ridge  National  Laboratory  to  the  Nuclear 
Energy  Agency,  estimated  a  FF  I  020000.  which  has.  however,  been  included  under  Income,  as  a  contribution 
m  kind  from  the  United  Staes.  for  the  calculation  of  Member  country  com ribut ions 
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Ontfarf  odifwiliwt! 


0>*<o  35  -  Centre  for  f^uuioiuJ  Research  and  litnovait 


Official  m.d 
Cimuli.Mo.dt 
Conferences  ml  i 
Item  5  •  EjMCJ1«n«nen(  cx| 
hem  6  -  OpcratinfteftpcRd 
hem  7  StwtofOECC. 
Item!  -  Document  aioar 
hem  9  EdHmguNllraml 
hem  10  -  MstxBaneouiam 
hem  II    •  OpitiJetpendru 


«I3O0 
loOttOO 


3099  300 
Taken 
227  «00 


i  Provsioti  for  statutory  adjustment 
Expenditure  of  the  preceding  Fain- 
Chapter  35  and  Sea  ion  IV:  Tom 


the  Fidd  of  Road  Tnmpon 
the  Field  of  Rand  Tampon 


.30  -  FjcoendN«oftheaieeofir»;Fina 
Chapter  M  ana  Sea  ion  V:  Tarn- 


hem  10 
hem  II 
hem  12 


Europe*  Conference  of  M  natters  of  Transport 


•42100 

I  JI3  400 
>2M> 


121  «00 

J2I7O0 

11700 

4000 


355' 
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FkiaacU  Year  1996 


:  o«  the  Control  ofCnemicak 


(iino 

67  MX) 

12400 

I  I48SO0 

14  TOO 
1041600 
5700 
Token 
119800 
108  100 


Oilier  38  and  Section  VII:  Total 


IK 


and  employer*  contributions  for  | 


•  Provision  for  natatory  adjustment  of  Ida 
Expenditure  of  the  preeediig  Financial  Ye 
Chapter  3°  ml  Seetloo  VIM:  Told 


207  800 
102  100 
44J00 
16  300 
478  300 
376  800 
37  800 
IOS<000 
5700 
Token 
125  600 
39  800 
Token 


4960200 


anagement  for MSUiuMc  ««rictikiiral  I y  r  cans 


for  (attainable  •grimkaral  ry  i  lam 
and  employa'i  coniribunorr;  for  permanent  naff  ■ 


lion  17 

i  workshops  -  research  fellowships 
Item  16   -  Provision  for  statutory  adjustment  of  salaries 
Item  10  -  Expenditure  of  the  preccdaig  Financial  Year 
Chapter  40  and  Section  IX:  Total 


477  400 

71900 
Token 
89  500 
Token 
146  500 
99  700 


Token 
Token 
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Category. 
Section  X  -  Co-operative  A  a  ion  Programme  0«  Local  economic  and  Employment  Development 


appropriation?  for 
Financial  Year  19% 


Chapter  41   -  Co-operative  Action  Piogmnmcon  Local  Economic  and  Employmenl  Development 

Item  I    -  General  expenditures  $  400  000 

Item  30  •  Expenditure  of  the  preceding  Financial  Year  Token 

Chapter  41  and  Section  X:  Total  5  400  000 


Sect  ion  X I    -  Ad  hoc  Working  group  On  pulp  and  paper 

Chapter  42  -  Ad  hoc  Working  group  on  pulp  and  paper 

Item  I    -  General  expenditure  32 1  700 

Item  30    -  Expenditure  oft  he  preceding  Financial  Year  Token 

Chapter  42  and  Section  XI:  Total  321  700 


SectionXII  -  Secretarial  of  the  Financial  Action  Task  Force  on  money  laundering 

Chapter  43  -  Secretariat  of  the  Financial  Action  Task  Force  on  money  laundering 

Item  I    -  Emoluments,  allowances  and  employer's  contributions  for  permanent  staff  and  I  888  500 

Item  2    -  Official  travel  306  600 

Item  3    -  Consultants  and  contracts  34  000 

Item  4    ■  Conferences  and  meetings  41100 

Item  5    -  Entertamment  expenses  7  000 

Item  6   -  Operating  expenditure  404  000 

Item  7    -  Share  of  OECO's  overheads  130  800 

Item  8    -  Documentation  and  Library  10  300 

Ilem9    -  Printing. translation  and  interpretation  563  800 

Item  10  -  Mrscrflxneous  and  unforeseen  expenditure  7  900 

Item  1 1   -  Capital  expenditure  Token 

Item  12  -  Information  technology  equipment  46  100 

Item  16  -  Provision  for  statutory  adjustment  of  salaries  30  100 

llem  30      Fjpendaure  of  (he  preceding  Rnancial  Yeaj  Token 

Chapter  43  and  Section  XII:  Total  3  470  200 

Section  XIII 


162  900 
646  500 
177  200 
22  300 
■  Operating  expenditure  405900 

hem  7    -  Share  of  OECD's  overheads  171900 

Item  8    -  Documentation  and  Library  12  100 

Iiem9    •  Printing. translation  and  interpretation  407400 

Item  10  -  M  isodlaneoux  and  unforeseen  expenditure  10  700 

Item  1 1   -  Capital  expenditure  Token 

Item  12  -  Information  technology  equipment  92  800 

llem  16  -  Provision  for  statutory  adjustment  of  salaries  26  700 

Item  30  -  Expenditure  of  the  preceding  Financial  Year  Token 

Chapter  44  and  Section  XIII  Total  3  913  400 


Financial  Year  1996 
Section  XIV  .  Agricultural  Cote  and  Sdwo  for  lo.an.oo J  Trade 


IS  600 

(40  too 
Token 


Section  XVI  -  Intcr-Organisaliont  Study  Section  on  Safaris  and  Prices 

Chapter  60  -  Inter-Ortwsatirms  Study  Sea  irja  on  Salaries  and  Prices 

Item  I    -  Emoluments.  aDowancec  and  employed  contributions  for  permanent  staff  and  8  480  200 

hem  2   -  Official  travel  490  300 

190000 
Token 
6600 
I  419  300 
1299  800 
39  200 
Token 
Token 
Token 
227  400 
loTcheCCR  45OO0O 

Item  14  ■  Reserve  I  400000 

hem  16  •  Provision  for  tiatutory  adjustment  of  salaries  143600 

hem  30  -  Expenditure  of  the  precedin|  Financial  Year  Token 

Chapter  60  and  Section  XVI:  Total  14  146400 

Section  XVII  -  Joint  Pensions  Administrative  Section 

Chapter  61  -  Joint  Pensions  Administrative  Section 

hem  I    -  Emoluments,  allowances  and  employ  el's  contributions  for  permanent  staff  and  4  2  50  200 


1 2   -Official travel  57  900 

i  3   -  Consultants  and  contracts  103900 

Token 
Token 
637  600 
180900 
Token 
81  100 

Item  10  -  M  beeflmeous  and  unforeseen  expenditure  5  700 

hem  II  •  Capital  expenditure  Token 

Item  12  -  Information  technology  equipment  732  300 

Item  16  -  Provision  for  statutory  adjustment  of  salaries  78  500 

Item  30  -  Expenditure  of  the  preceding  Financial  Year  Token 

Chapter  61  and  Section  XVII:  Total  6  128  100 
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and  employer's  contributions  for  permanent  staff  and 


Proposed 

initiations  for 

Financial  Year  1996 


36700 
Token 
Cntoi  ainment  expenses  Token 

Operating  expenditure  29  700 

Share  of  OECDs  overheads  843600 

Documenlaiion  and  Library  Token 

Token 
ndilure  Token 

Item  1 1   ■  Capital  expenditure  Token 

Item  12  -  Informal  ion  technology  equipment  224  300 

Item  16  -  Provision  for  statutory  adjustment  of  salaries  172  500 

Item  30  -  Expenditure  of  the  f 
Chapter  62  Total 


iapter63  -  Italian  Linguistic  Sea  ion 

Item  I    •  Emoluments  allowances  and  employer's  contributions  for  permanent  staff  and  3  694  900 

Item  2    -  Official  travel  20  800 

hem  3    -  Consultants  and  contracts  606200 

Item  4    -  Conferences  and  meetings  Token 

Item  5   -  Entertainment  expenses  Token 

Item6   -  Operating  expenditure  17  100 

hem  7   -  Share  of  OECDs  overheads  164  100 

hem  8   -  Documentation  and  Library  21700 

hem  9   -  Printing  and  translation  Token 

hem  10  -  Miscellaneous  and  unforeseen  expenditure  Token 

hem  II  -  Cap  it  •)  expenditure  Token 

hem  12  -   Information  technology  equipment  79  900 

Item  16  -  Provision  for  statutory  adjustment  of  salaries  66  900 

Item  30      Expenditure  of  the  preceding  Financial  Year  Token 

Chapter  63:  Tot  al  4  671600 


hem  2  -  Official  travel 

hem  3  -  Consultants  an 

Item  4  •  Conferences  and  meetings  Token 

hem  S  •  Entertainment  expenses  Token 

Item  6  -  Operating  expenditure  128  500 

hem  7  -Share  of  OECDs  overheads  96  300 

Item  S  -  Documentation  and  Library  35  000 

Item  9  -  Printing  and  translation  35  100 

Item  10  -  Miscellaneous  and  unforeseen  expenditure  1000 

Item  II  -  Capital  expenditure  31  700 

Item  12  -  Information  technology  equipment  48  000 

Item  16  -  Provision  fot  statutory  adjustment  of  salanes  33  900 

Item  30  ■  Espendnute  of  t  he  preceding  Financial  Year  Token 

Chapter 64   Total  3  019  900 

Section  Will    Total  19071700 
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Financial  Year  1996 


Section  xix  •  Reimbursable  rosts 


hem  9 
liemlO 
Item  1 1 
lion  12 


SMBnXX 

Chapter  66 


Chapter  13 
hem  I 
hem  2 
hem  3 


Work  reined  lo  «» 

Cbrnpu 

Staff  Loans  Managment 

Travel  agency 

BIAC 

TUAC 

Chaptered  and  Section  XIX:  Total 

Data  sales  and  datacxiraciion  service 


Emoluments,  allowances  and  employer's  contributions  for  permanent  staff  and 


Other  expenses 

Chapter  66  and  Section  XX:  Total 


BUDGET 
Pens  ha  Scheme 


Leaving  allowances 
Pens  too  ■ 
Chapter  13:  Total 

Adjustment  or  pensions  in  respect  oTtaxes 

Total  for  Annex  Budget:  Pension  Scheme 


314  100 
9S6900 
669  900 
IS62SO0 
I  163  700 
359000 
5(2  600 
319000 
240000 


5  497  100 
5  507  800 


200  350  000 
24  000000 
SI  404 600 


ANNEX  BUDGET-  Postage  in  respect  or  sale  oT  puWk 
Chapter  72  ■  Postage  in  respect  or  sale  or  publications 
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3.  Income  for  the  Financial  Year  1996  is  estimated  at  a  total  of  FF  I  694  122  000  ',  apportioned  to 

the  various  Sections.  Chapters  and  Items  of  the  Budget  as  follows: 


Oernh  of  Income 


Financial  Yew  1996 


PARTI    -  FINANCING  OF  GENERAL  EXPENDITURE 
Sodionl    -  FmaMingof  General  Espendilure 
Chip  to  I    ■  Member  Country  < 


Chapter  2    -  Carry  forward  of  eontributior*  si  rctpe 

appropriations  authorised  under  Ankle  16  of  the  Financial  Refutations 
Chapters  I  and  2:  Total 


Chapter3 
Chapter  4 

Chapters 
hem  I 
Item  2 


Special  participation  in  common  t 
Interest  on  short-term  investment 


International  Energy  Agency 

Development  Centre 

Sand  Club 

OECD  Nuclear  Energy  Agency  and  D«a  Bank 


Programme  of  Co-operation  in  the  Field  of  Road  Transport 

European  Conference  of  M  misters  of  Transport 

Special  Proffimmc  on  the  Control  of  Oiernkah 

Steel 

Biological  resource  rronagerneot  for  sus tamable  agricultural  systems 

Inter-Organisations  Study  Sea  no  on  Salaries  and  Prices 

Jobw  Pensions  Admrntst rative  Section 


Co-operative  Action  Programme  on  Local  Economic  and  Employment 

•*  on  Educational  Boildmg 
Action  Task  Force  on  Money  Laundermf, 
not 
Chapters:  Total 

Remtourwrneni  by  Delegations  and  other  outside  Services  for  Rental  of  Offices 


7  146  MO 

11453*00 

435  S00 

16  161  200 

J  099  500 

23*2  300 

S 172  200 

3*9400 

376*00 

99700 

1299100 

1*0900 

•43600 

164100 

96  300 

Token 

691700 

130*00 

17*900 


s  in  respect  of  the  sale  of  obsolete  furniture,  aquipn 


Of  which  FF  I  020  000  concerns  payment  in  kind  by  Ike  United  States  in  the  form  of  services  provided  by  t 
Oak  Ridge  National  Laboratory  (see  Chapter  33:  OECD  Nuclear  Energy  Agency  | 
see  C(84)l70(Rnal)  and  C<»9)7.VFinal) 
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Delias  of  Income  Financial  Year  1996 

Chapter  9    -  SrfeofpubficBiom  40  OOP  000 

Chapler  10  -  Sundry  and  nor,  main  an  income  Tofcon 

Chapler  II   -  Income  in  respect  of  previous  financial  years  Totoi 

Chapter  12  •  Surplus  income fromdaasaks  and  da  a  curaa  ion  Services  Tofcen 

Total    Chapters  I  through  12  984  2«l  WO 


Chapler  14  -  Major  Capital  Expenditures  ((inures) 

Soleliem  Member  Countries' Contributions 

Chapter  17  -  Centre  (or  co-opera  ion  wkh  economies  in  transition 

Item  I    •  Centre  (or  co -opera  ion  with  economies  in  transition-  General  | 

Country  specific  programme:  OECD  Member  country  contributions 
Item2    -  Crams  or  voluntary  comribwiom  (or  rmaocinf  of  the  Centre  force -opera  ion  i 

Item  J    -  Centre  for  co-opcraion  with  e 

in  respect  o(  previous  rmancialyearstocoverappropiiaioua 
Artidc  16  of  ir*  Financial  Reajlaions 
Chapter  17:  Total 

Chapter  500  -  Crams  or  voluntary  contributions  for  the  finandngof  specific  I 

TOTALFORPARTI 
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Da  ails  of  Income 

PART  II  -  FINANCING  OF  OTHER  EXPENDITURE 

Section  I  -  International  Energy  Agency 

Chapter  30  -  Inienuiioful  Energy  Agency 
llem  I    -  Member  Country  Contribution! 
Item  2    -  Other  contributions 

llem  3    -  Carry  forward  of  contributions  in  respect  of  the  preceding  Fini/vcuJ " 
appropriations  authorised  undo  Ankle  16  of  the  Financial  Retjulatio 
llem  4    -  Sale  of  publication* 


Estimates  for 
FtnancsaJ  Year  1996 


llem  I    -  Member  Country  Contributions 

Item  2   -  Other  contributions 

hem  3   -  Cany  forward  of  contributions  in  respect  of  the 

appropriations  authorised  under  Article  16  of  the 
Item  4    -  Sale  of  publications 


52«2JOO0 
Token 
Token 

2000000 


Grants  or  voluntary  contributions  for  the  fin 
Chapter  31    Total 


Chapter  32  -  SaMOub 

hem  I    ■  Cootribot  ions  for  (he  fmaneingof  the  Secret  ariat  of  the  Sand  dub 
hem  2    -  Other  contributions 

hem  3      Cany  forward  of  contributions  in  respect  of  tte  preotxlint  Financial  1 
appropriat  ma  authormed  under  Ankle  16  of  the  Financial  I 


Section  ID      OECD  Nuclear  Energy  Agency 


•pier  33  -  OECD  Nuclear  Energy  Agency 
hem  I  ■  Member  Country  Contributions 
hem  2    -  Other  Contributions 

hem  3       Carry  forward  of  contributions  n  respect  of  the  preceding  Financial 
appropriations  authorised  under  Ankle  16  of  the  Fk.anrial  Regulatio 
Item*    -  Sakofpstbttcations 


I  »0  000 
Token 


Items' 


Income  in  respect  of  previous  financial  years 

Cram's  or  voluntary  contributions  for  the  financing  of  specific  adr 

Chapter  33:  Total 


Of  which  FF  I  020  000  concerns  in  land  coninlnittxn  hy  the  United  States  in  the  form  of  services  provided  by 
the  Oil  Ridge  National  Laboratory 
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■pier  14  ■  Nuclear  Energy  Agency  Oat  Bank 
hem  I    -  Member  Country  Contributions 
hem  2    -  Other  contributions 

hem  3    -  Cany  forward  of  contributions  «>  respect  of  (he  preceding  Financial  Year  toe 
r  Ana*  M  of  the  Financial  Refutaions 
Sale  off 


Estimacs  for 
Year  19! 


Income  in  leaped  of  previous  financial  years 
hem  7    ■  Cnmt  or  voluntary  coMribuiiont  for  the  financing  of  specific  adiviiiet 
Oiapier  34.  Total 
Section  III    Total 

Section  IV  -  Centre  for  Educational  Research  and  Innovaion 


apler  35  ■  Centre  for  Educational  Research  aid  Innovaion 
Item  I    -  Member  Country  Contributions 
hem  2    •  Other  contributions 

Itera  3    -  Carry  forward  of  contributions  in  respect  of  the  preceding  Financial  Yeariocover 
eppropria  ions  authorised  tinder  Anick:  16  of  the  Financial  Regulations 


Sundry  and  i 

Income  in  respect  of  previous  financial  years 

Grants  or  voluntary  contributions  for  Ihe  financing  of  t  pecitV  activities 

Chapter  33  and  Section  IV:  Told 


23  093 100 
Token 


600000 
Token 


Chapter  36 
Item! 


Item  6 


Programme  of  Co-operaion  in  ihe  fVW  of  Road  Transport  Research 
Programme  of  Co-operaion  in  the  Field  of  Road  Transport  Research 


Other  < 

Cany  forward  of  contributions  in  respect  of  the  preceding  Financial  Year  to  cover 

appropriaiocis  authorised  under  Article  16  of  the  Financial  Regulaions 

Sakofpubucaioos 

Sundry  and  non-recurrent  income 


Grants  or  voluntary  eontributioos  for  the  financing  of  specific  activities 

IRRD  Income 

Chapter  36  and  Section  V:  Total 


l  VI  -  European  Cooference  of  Mmtsler! 


European  Conference  of  M  tnts  (er 
Member  Country  Contribution! 
Other  contributions 


of  Transport 
of  Transport 


n  respect  of  the  preceding  Financial  Year  t 
Article  16  of  (he  Financial  Regulaions 


I  3    -  Sundry  and  i 


hem  6 
Item  7 


Grants  or  voluntary  contributions  for  (he  financing  of  specific  ad ivitie« 
Chapter  37  and  Section  VI:  Total 


I  000000 
Token 
Token 
Token 


24I4S000 


600 


Section  VII  -  Special  Proe-amme  on  the  Control  of  Chemicah 

Chapter  38  -  Special  Progamme  on  the  Control  of  Chemicals 

hem  I    ■  Member  Country  Contributions  11090  500 

Item  2    -  Other  contribution!  Token 

Item  3   -  Drrjr  forward  of  contributions  In  icipea  oflke  preocdm(FinMKnl  Year  to  cover  Token 

appropriations  authorised  under  Article  16  of  Ike  Financial  Refutations 

Item 4    .  Sake/ publications  Token 

Item  5    •  Sundry  and  non-recurrent  income  Token 

Item  6    -  Income  in  raped  of  previous  financial  years  Token 

hem  7    -  Grams  or  voluntary  contributions  for  the  rrnanangof  specific  activities  Token 

Chapter  3*  and  Section  VII:  Total  11090  500 


Section  VIII  .  Steel 

Chapter  39  -  Steel 

Item  I    -  Mernber  Country  Contributions  4(60  200 

Item  2    -  Other  contributions  Token 

Item  3   -  Cany  forward  of  contributions  in  respect  of  t  re  precedmtFaiartoal  Year  to  cover  Token 

appropriations  authorised  under  Article  16  of  (be  Financial  Refutations 

Item4    -  Sale  of  publications  100000 

Item  S    •  Sundry  and  non-recurrent  income  Token 

hen>6    -  Income  in  respect  of  previous  financial  years  Token 

Item  7    -  Grants  or  voluntary  contributions  for  the  ftnarrctntof  specific  activities  Token 

Chapter  39  and  Section  VIII:  Total  4  960  200 

Section  IX  -  Biological  resource  manarement  for  sustainable  agricultural  systems 


Oiapter4l   -  Co-operative  Act  ion  f 

hem  I    -  MertaberOwwryCootribotieos  5  400 000 

Item  1    -  Other  contributions  Token 

Item3    -  Carry  forward  of  contributions  m  respect  of  lie  preceding  Firuancial  Year  to  cover  Token 

appropriations  authorised  under  Article  16  of  (he  Financial  Regulations 

Hem4    ■  Salec/ptroocatiom  Token 

hem  6    -  Income  in  respect  of  previous  financial  years  Token 

hem  7    -  Grants  or  voluntary  contributions  for  the  Tmarnnfof  specific  activities  Token 

Chapter  41  and  Section  X:  Total 
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DetaOs  of  Income  FtnanriaH 

Section  XI  •  Ad  hoc  Working group  oo  pulp  and  paper 
Chapter  42  -  Ad  hoc  Working  group  on  pulp  and  paper 


Ml  700 

hem  2   -  Other  coatributions  Token 

Iiem3    -  Cany  rofw«doTcon«ribuiiominnspaaorihepreoBote(FviandalYeariooo*er  Token 

appropriations  authorised  under  Ankle  16  of  the  Financial  Refutations 

Item  4    •  Safe  of  publications  Token 

Item  5    -  Sundry  and  raM -recurrent  income  Token 

Item  6    -  Income  in  respca  of  previous  financial  years  Token 

Item  7    -  Crams  or  voluntary  contributions  for  the firuav^gof  specific  activates  Token 

Chapter  42  and  Section  XI:  Total  321700 

Section  XII  -  Secretariat  of  theFinancial  Action  Task  Force  on  money  laundering 

Oiapter43  -  Secretariat  of  the  Financial  Act  ion  Task  Force  on  money  laundering 

Item  I    -  Member  Country  Contributions  3  470  200 

Item  2    •  Cfcher  contributions  Token 

Item3   -  Carry  forward  of  contributions  in  respect  of  the  pre«dmg  Financial  Year  to  cover  Token 

appropriations  authorised  under  Article  14  of  the  Financial  Regulations 

Item  4    -  Sale  of  publications  Token 

Item  5    -  Sundry  and  non-recurrent  income  Token 

Item  6   -  Income  in  respect  of  previous  financial  years  Token 

Item  7    -  Grim*  or  voluntary  contributions  for  tr*  fmandngof  specific  activities  Token 

Chapter  43  and  Section  XII:  Total  3  < 70  200 

Section XIII  -  Megasctence 

(Stapler  44  ■  Megascience 

Item  I    ■  Member  Country  Contributions  3  913  400 


t  3    -  Carry  forward  of  contributions  in  respect  of  t re  p raiding  Financial  Year  to  cover  Token 

appropriations  authorised  under  Article  16  of  the  Financial  Regulations 

14   -  Sate  of  publications  Token 

I  5    -  Sundry  and  noo  -recurrent  income  Token 

|6    •  Income  in  respect  of  previous  financial  years  Token 

1 7    -  Grants  or  voluntary  contributions  for  the  fnanerngof  specific  activities  Toten. 

Chapter  44  and  Section  XIII:  Tot*  3  913  400 


Section  XIV 

Chapter  45  -  Agricultural  Codes  and  Schemes  for  International  Trade 

Item  I    -  Member  Country  Corn rtbut ions  I  96*  800 

Hon  2    -  Other  contributions  700000 

Item  3    -  Cany  forward  of  contributions  in  respect  of  (be  ptecerSng  Financial  Year  to  cover  Token 

appropriations  authorised  under  An ide  16  of  the  Financial  Regulations 

Item  4       Sate  c*  publications  Token 

hem  3   -  Sundry  and  non-recurrent  income  Token 

Item  6    -  Income  in  respect  of  previous  financial  yean  Token 

Item  7    -  Grants  or  voluntary  contributions  for  the  financing  of  specific  activates  Token 

Chapter  45  and  Section  XIV:  Total  2  668«00 
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Estimates  for' 
Details  of  Income  Financial  Vcar  1996 

SeaioflXVI  ■  Inter  Organisations  Study  Sea  ion  on  Salaries  and  Prices 

Chapter  60  •  Inter -Organisations  Study  Sod  ion  on  Salaries  and  Prices 

hem  I    -  Contributions  bjr  Participanti  14  146400 

Item  2    -  Other  contributions  Token 

Item  3       Carry  forward  of  contributions  in  respect  offtie  precedtngFmancul  Year  to  cover  Token 

appropriations  authorised  under  Article  16  of  (be  Financial  Regulations 

Item  4       Sale  of  publications  Token 

Item  5    -  Sundry  and  non-reevrtent  income  Token 

Item  6    •  Income  in  respect  of  previous  financial  years  Token 

Item  7    -  Grants  or  voluntary  contributions  lor  the  financingof  specific  activities  Token 

Chapter  60  and  Section  XVI:  Total  14  146  400" 

Section  XVII    -   Joint  Pensions  Administrative  Section 

Chapter  61   -  Joint  Pensions  Administrative  Section 

Item  I    -  Contributions  by  Participants  6  128  100 

Item  2    ■  Other  contributions  Token 

Item  3    -  Cany  forward  of  contributions  in  respect  of  the  preceding  Financial  Year  to  cover  Token 
appropriations  authorised  under  Article  16  of  the  Financial  Regulations 


I  of  previous  financial  yean 
Item  7    •  Grants  or  voluntary  contributions  for  the  financingof  specific  activities 
Chapter  61  and  Section  XVII:  Total 

Action  XVIII.  Linguist*  Sections 

Chapter  62  -  German  Linguistic  Section 


Item  Ibis-  Austrian  contributions 
Item  2   -  Other  contributions 

hem  3        Carry  forward  of  contributions  in  respect  of  the  preceding  Financial  Year  to  covet 

appropriations  authc«sed  under  Anicle  16  of  the  Financial  Regulations 
Item  4    -  Sale  of  publications 

Item  6   -  Income  in  respect  of  previous  financial  yean 

Item  7    -  Grants  or  voluntary  contributions  for  the  financing  of  Specific  activities 
Chapter  62:  Total 


4  671600 

Item  2    -  Other  contributions  Token 

Item  3       Carry  forward  of  contributions  m  respect  of  the  preceding  Faiancial  Yeartocover  Token 

appropriations  authorised  under  An  ide  16  of  the  Financial  Refutations 

hand   -  Sale  of  publications  Token 

Item  5    -  Sundry  and  non  recurrent  income  Token 

Item  6    -  Income  in  respect  of  previous  financial  yean  Token 

hem7    -  Grants  or  voluntary  contributions  for  the  fmancingof  spedfic  actrvirs  Token 

Chapter  63:  Total  *  671  600 


Ealimaica  for 


Grwn  Of  vohmtary  comribatioot  for  the  financing  of  « pecrfk  HMitl 
Chapter  64:  Total 
Section  XVIII:  Toul 


Token 
Token 
Toko 
Token 


Section  XIX  -  Reimbursable  Pojtt 


Chapter  65  -  ReambunabkPotK 
hem  I    -  Staff  Stop 
Hon  2   -  Garage 


Item  4   -  Management  of  Grants 
Item  5   -  Staff  Association 
Item  6   -  Work  related  to  i 
Item  (   -  Computer*  and  < 
Item?   -  Staff  lorn  Management 
hem  10  •  Travel  Agency 
Item  II  -  BIAC 
hem  II  -  TUAC 

Chapter  65  ami  Section  XIX:  Total 


114  100 

956  900 

669  900 

I  562  500 

I  163  700 

1S9000 

582  600 

319000 

240000 

1441*00 

1910  100 

11596  600 


Section  XX  ■  Data  Saks  and  Data  Extract  ran  Services 


Chapter  66  •  Dm  Saks  and  Data  Ejaraettoo  Service* 
SeotioaXX:Toul 


ANNEX  BUDGET -Financing  of  the  Portion! 


apterll  -  Fauncnf  of  the  Penakm  Scheme  by  Part  I  of  the  Budget 
Item  I    •  Contributions  (employ  eft  and  employ  tea)  to  Che  Pernio* 


62  650000 
12  916  200 


Chapter  30  -  International  Energy  Agency 


Line  01:  Emnloreel  cootrlbattoaa  (**) 

U«02:  Employee ico.tnb-w.  (I e 

Uattl:  Employer!  contribution  <l«%)t*arte4  •»■*•«  the  Tart  II  Baajeta 

.  Line  04 :  T  ranifer  of  actuarial  value 

Uk  OS:  v.Mii  io«  of  previous  aervie* 

■  Line  06  Reimbursement  of  leaving  aaonaace 


I  500000 
Token 
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Details  of  Income  Financial  Year  19! 


apier3l 
hem  9 


Cl.jp.a32  -  SahdOub 
Hem  9 


Oilier  33  -  OECO  Nuclear  Energy  Agency 

Iiem9    -  Memberccnmiry  oamributiore  loihe  Pension  Scheme  equals  a  km  i 


Chapter  34  ■  Nuclear  Energy  Agency  Data  Bank 

Item  9    •  Men^eountryeomrihutiomtothe  Pension  Scheme  equalisation  i 


Chapter  35  •  Center  for 


Chapter  36  -  Programme  of  Co-op  erat  ion  in  (he  Field  of  Road  Transport  Research 
Item  9   -  Member  coo 


Chapter  40  ■  Biological  Resource  M  a 


Oiaptcr4l  -  Co-operative  Action  Programme  c*  Local  lokrattm  for  Employment  Creatir 
Item 9    -  Member  coo 


Chapter  43  -  Secretariat  of  the  Financial  Action  Task  Force  on  money  laundering 
hem9   -  MenAercouotrycoMrflntloiaitothePea 


Chapter  44  -  Megascience 


Chapter  45  -  Agricultural  Coder  and  Scheme*  for  International  Trade 
Item  9    ■  Memhercountry  contribution*  «o  the  Pension  Scheme  eq 
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Details  of  Income 


Estimates  for 
Financial  Year  1996 


Chapter  60 
Item  9 


Inter -Ocgjnisn  ions  Study  Section  on  Salaries  and  Prices 
Participants'  contributions  to  the  Pension  Scheme  equalisation  i 


Chapter  61 
Item  9 


Joint  Pensions  Administrative  Section 

Participants' contributions  to  the  Pension  Scheme  equalisation  i 


Chapter  62  -  German  Linguistic  Section 

Item  9    -  German  contribution  to  the  Pension  Scheme  equalisation  account 
Item  10   -  Austrian  contribution  to  the  Pension  Scheme  equalisation  account 
Chapter  62:  Total 


6S7  900 
50  600 


Chapter  63 
Item  9 


Italian  Unquistic  Section 

Italian  contribution  lo  the  Pens  Kin  Scheme  equalisation  accnuni 


Chapter  65 
ItemS 


Reimbursable  Posts 

Staff  Assod  at  ion 

BIAC 

TUAC 

Chapter  65:  Total 


69  700 
193  700 
192  tOO 


456  200 


Chapter  66  -  Data  Saks 


Chapter  68 
Item  9 


Decentralised  Project  on  Institutional  Management  in  Higher  fcV 
Participants'  contributions  to  the  Pension  Scheme  equalisation  I 


295  100 
61600 


Chapter  69 
Item  9 


Decentralised  Programme  on  Educational  Building 
Participants'  contributions  (o  the  Pension  Scheme  equalisation 


Chapter  70  -  Rdmbursement  of  the  adjustment  of  pensbns  in  respect  of  ta 


121  500 
20400000 


Annex  Budget  Total  -  Finandng  of  the  Pension  Scheme  _     296  158600 


ANNEX  BUDGET  -  Sak  of  pub&cat ions:  compensation  of  postage  expenditures 


Chapter  77  -  Sale  of  publications:  compensation  of  postage  expenditures 
Sole  Item 


4.  The  Establishment  Table  for  19%  set  out  in  Appendix  1  is  approved. 

5  The  table  of  allocation  of  appropriations  for  1 996.  by  Programme  and  by  object  of  expenditure  is 

contained  in  Appendix  3. 


This  Decision  shall  take  effect  as  from  1st  January  1996. 
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AG/RES.  1317  (XXV-O/95) 


PROGRAM-BUDGET  OF  THE  ORGANIZATION  FOR  THE  1996-97  BIENNIUM, 
1996  QUOTAS  AND  PLEDGES  TO  THE  VOLUNTARY  FUNDS 

(Resolution  adopted  at  the  eighth  plenary  session, 
held  on  June  8,  199S) 


THE  GENERAL  ASSEMBLY, 

HAVING  SEEN: 

The  proposed  program-budget  of  the  Organization  for  the  1996-97  biennium,  submitted  by 
the  Secretary  General; 

The  report  of  the  Preparatory  Committee  on  the  proposed  program-budget  of  the 
Organization,  1996-97  (document  AG/CP/doc.582/95);  and 

Resolution  AG/RES.  1319  (XXV-O/95)  on  modification  and  clarification  of  resolutions 
AG/RES.  1275  (XXTV-O/94)  and  CP/RES.  631  (989/94)  for  the  modification  of  the  General 
Secretariat's  staff  compensation  system;  and 

CONSIDERING: 

"S. 

That,  thus  far,  no  pledges  have  been  made  to  finance  the  1996  appropriations  for  SDAF, 
FEMCIECC.  CEC,  or  CMP;  and 

That,  pursuant  to  Article  59.b  of  the  Charter,  the  Preparatory  Committee  transmitted  to  the 
General  Assembly  a  working  document  relating  to  the  proposed  budget  of  the  Organization  for  the 
1996-97  bienniura  (AG/CP/doc.582/95), 

RESOLVES: 

I.  BUDGET  APPROPRIATIONS 

1.  To  approve  and  authorize— with  the  changes  and  observations  made  by  the  Third 
Committee,  the  Committee  on  Administrative  and  Budgetary  Matters— the  program-budget  of  the 
Organization  for  the  fiscal  period  starting  January  1  through  December  31,  1996,  financed  by  the 
following  funds  at  the  corresponding  levels: 

(US$1,000) 
a      Regular  Fund  84,333.5 

b.    Special  Development  Assistance  Fund  (SDAF)  6,682.0 
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(US$1,000) 

c.  Special  Multilateral  Fund  of  CIECC  7,385.5 
(FEMCIECQ 

d.  Special  Account  for  Culture  (CEQ  515.7 

e.  Mar  del  Plato  Account  (CMP)  1.647.8 

for  a  total  appropriation  of  US$100,564,500.  except  with  respect  to  programs  relating  to  personnel 
and  other  contractual  obligations  to  which  reference  is  made  in  the  General  Provisions  of  this 
resolution.  Also  to  authorize  a  global  level  of  US$100,564,500  on  the  basis  of  straightlined  quotas 
from  1995  and  voluntary  fund  receipts  in  1994,  on  a  preliminary  basis  for  1997,  pending  a  detailed 
budget  presentation  by  the  Secretory  General  according  to  the  provisions  of  Article  70  of  the  General 
Standards  and  approval  by  the  General  Assembly  at  its  twenty-sixth  regular  session. 

2.       To  approve  the  specific  levels  of  appropriation  by  chapter,  program,  and  subprogram 
with  the  recommendations,  instructions,  or  mandates  detailed  below  in  each  case: 


1996 
(US$  1.000) 

CHAPTER  I  -  GENERAL  ASSEMBLY  AND  OTHER  ORGANS  13.533.0 

10A    General  Assembly  (twenty-sixth  regular  session)  328.7 

10B     Administrative  Tribunal  48.1 

10D    Board  of  External  Auditors  136.6 

10E     Permanent  Council  526.9 

10F     Protocol  Office  476.2 

10G    Secretariat  to  the  General  Assembly,  the 

Meeting  of  Consultation,  the  Permanent 

Council,  and  Conferences  4.971.1 

10H     Inter-American  Drug  Abuse  Control 

Commission  (CICAD)  1.659.6 

I0L     CJDi  52.0 

10M    CEPC1DI  96.0 

ION     Meetings  of  C1E.  CICYT.  and  OPEC  55.4 

I0O     Inter- American  Commission  on  Human  Rights  2.830.6 

10P     Inter-American  Juridical  Committee  796.5 


1996 
(USS  1,000) 

10Q     Inter-American  Court  of  Human  Rights  794.5 

10R    Cost-of-living  allowance  for  pensioners  610.8 

10T     Conference  on  Terrorism  150.0 


CHAPTER  2  -  SPECIALIZED  ORGANIZATIONS 

AND  OTHER  ENTITIES  5.739.6 

20A     Inter-American  Defense  Board  2,151.2 

In  addition  to  this  appropriation, 
the  Inter-American  Defense  Board 
receives  rent-free  office  accommodation 
at  an  estimated  value  of  USS  525,000 
a  year. 

20B     Inter-American  Children's  Institute  1,618.9 

20C     Inter-American  Commission  of  Women  1,008.9 

20D    Pan  American  Development  Foundation  202.9 

20G     Inter-American  Music  Council  (CIDEM)  0.0 

.  Appropriations  for  objects  3-9 
transferred  to  Subprogram  53B—  Regional 
Cultural  Development.   An  object  1  post 
is  eliminated. 

20J      C1TEL  757.7 


CHAPTER  3  -  EXECUTIVE  OFFICES  OF  THE 

GENERAL  SECRETARIAT  21.738.9 

30A    Office  of  the  Secretary  General  ,    '  2,367.9 

30B     Office  of  the  Assistant  Secretary  General  1,423.1 

30C     Public  Information  and  Amiricas  Magazine  2,442.2 

Public  Information  1,839.0 

Amiricas  Magazine  603.2 
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1996 
(USS  1. 000) 

30E     Office  of  the  Inspector  General  464.4 

Includes  additional  appropriation  of  $75,000  for 
another  object  1  post  at  a  P-3  (L)  level  and 
$50,000  for  objects  3-9. 

30F     Museum  of  Art  of  the  Americas  465.1 

30G     Columbus  Memorial  Library  1,359.5 

30J      Unit  for  the  Promotion  of  Democracy  2,302.3 

30L     Support  for  special  activities  of  the  Organization 
arising  from  application  of  AG/RES.  1080  (XXI- 

Q/91)  0.0 

The  sum  of  up  to  US$1,000,000  for  the  biennium 
will  be  available  for  financing  this  subprogram 
from  unused  appropriations  of  the  Regular  Fund 
from  previous  biennia. 

30M    Fellowships  Regional  Program  9,580.2 

30T     FONDEM  •  0.0 

The  sum  of  up  to  US$25,000  per  any  one  instance 
of  natural  disaster  in  a  member  state  will  be 
available  from'  unused  appropriations  of  the 
Regular  Fund  from  previous  biennia. 

30Q    Trade  Unit  603.5 

Conferences  and  Meeting  on  Trade  150.0 

Foreign  Trade  Information  System  (SICE)  231.0 

Support  to  SICE  349.7 

CHAPTER  4  -  EXECUTIVE  SECRETARIAT  FOR 

ECONOMIC  AND  SOCIAL  AFFAIRS  14.511.9 

Regular  Fund  7,829.9 

SDAF  6,682.0 

Programming  5,810.4 

15%  contributions  for  technical  supervision 

and  administrative  support  871.6 

TOTAL  6.682.0 
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Regular  Fund 


1996 
(US$  1,000) 


40N     Plurinational  Projects 

Funding  shall  be  assured  for  the  Trifinio 
Project  in  El  Salvador.  Guatemala,  and 
Honduras. 

40Q  Specialized  Conference  and  CEC 

40T  Executive  Secretariat 

40R  Support  to  Tourism  Development 

40  Environment/Sustainable  Development 

43L  Regional  Development  Human  Resources 

43P     Regional  Development  Inter-American  Centers 
The  General  Assembly  approves  $200,000  for  the 
Inter-American  centers  (objects  3-9).  This  amount  is 
distributed  proportionally  among  the  centers 
in  subprograms  43P  ($60,800)  and  45P  ($139,200). 

43Q     Regional  Development  Specialized  Conference 

43S     Regional  Development  Direction  and  Supervision 

45L     Economic  Social  Human  Resources 

45P     Economic  Social  Inter-American  Centers 

The  General  Assembly  approves  $200,000  for  the 
Inter-American  centers  (objects  3-9).  This  amount  is 
distributed  proportionally  among  the  centers 
in  subprograms  43P  ($60,800)  and  45P  ($139,200). 

45Q     Economic  Social  Specialized  Conference 

45R     Economic  Social  Regional  Support  Projects 

45S     Economic  Social  Direction  and  Supervision 

SDAF 

49U     Support  Resources 

Contribution  to  the  Regular  Fund 

Programming. 


800.0 


419.4 
860.2 
250.0 
400.0 
1.300.2 
60.8 


78.2 
527.3 
,615.2 
619.4 


130.0 
345.2 
424.0 


871.6 
5.810.4 
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1996 
(USS  1.000) 


CHAPTER  5  -  EXECUTIVE  SECRETARIAT  FOR 
EDUCATION,  SCIENCE,  AND 
CULTURE  15.531.2 

Regular  Fund  5.982.2 

Voluntary  Funds  9.549.0 

FEMC1ECC  7,385.5 

CEC  515.7 

CMP  1.647.8 

Programming  8.303.5 

FEMCIECC  6,422.2 

CEC  448.4 

CMP  1.432.9 

15%  contributions  for  technical  supervision 

and  administrative  support  1,245.5 

TOTAL  9.549.0 

50  Executive  Secretariat 

Regular  Fund  477.1 

FEMCIECC 

CEC 

CMP 

51  Regional  Educational  Development  Program 

Regular  Fund  1.540.4 

FEMCIECC 

CMP 
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1996 
(US$  1,000) 

52  Regional  Scientific  and  Technological 
Development  Program 

Regular  Fund  1.754.2 

The  General  Assembly 

approves  the  restoration  of 

$95,700  for  MERCOCYT  and  RedHUCyT 

CMP 

53  Regional  Cultural  Development  Program 

Regular  Fund  2.210.5 


Subprogram  53B  -  Regional  Cultural 

Development  receives  $16,300  transferred 

from  Chapter  2.  subprogram  20G,  for  objects  3-9. 


CEC 


CHAPTER  6  -  OFFICES  OF  THE  GENERAL 

SECRETARIAT  IN  THE  MEMBER 

STATES  8.518.7 

60G    Offices  of  the  General  Secretariat  in 

the  Member  States  8,518.7 


CHAPTER  7  -  SECRETARIAT  FOR  LEGAL  AFFAIRS  lf928.6 

70A    Office  of  the  Assistant  Secretary  425.2 

70B     Development  and  Codification  of  International  Law  694.1 

70C     General  Legal  Services                         •  656.8 

70G     Secretariat  of  the  Administrative  Tribunal  152.5 

CHAPTER  8  -  SECRETARIAT  FOR  MANAGEMENT  9.881.5 

80M    Office  of  the  Assistant  Secretary  285.9 

80N     Financial  Services  Department  2,182.1 

80P     Program-Budget  Department  1,271.4 
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19% 
(US$  1,000) 

80Q     Material  Resources  Department  2,844.5 

80R     Human  Resources  Department  1,561.7 

80S     Management  Systems  Office  1.735.9 

80T     Seed  Fund  0.0 

CHAPTER  9  -  COMMON  SERVICES  9.181.1 

90A     Representation  Expenses  30.9 

90B     Central  Computer  Equipment  434.9 

90C     Equipment  and  Supplies  107.2 

90D     Building  Management  and  Maintenance  5,026.2 

90E     Insurance  292.4 

90G     Recruitment  and  Transfers  274.0 

90H    Terminations  and  Repatriations  1,093.1 

901      Home  Leave  217,1 

90J      Education  and  Language  Allowance.  Medical  25.2 
Examinations 

90K     Pensions  for  Retired  Executives  and  Health  and  Life  1.533.4 
Insurance  for  Retired  Employees 

90L    Human  Resources  Development  130.4 

90M    Contribution  to  the  Staff  Association  16.3 
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n.   FINANCING  OF  THE  BUDGET  APPROPRIATIONS 


I .  To  set  the  quotas  with  which  the  governments  of  the  member  states  will  finance  the 
first  year.  1 996,  of  the  part  of  the  1996-97  program-budget  of  the  Organization  corresponding  to  the 
Regular  Fund,  in  accordance  with  resolution  AG/RES.  1073  (XX-O/90)  and  the  decision  of  January 
19.  1955,  (doc.  C-i-269)  on  income  tax  reimbursements,  using  the  scale  and  amounts  shown  in  Table 


2.  To  finance  the  1996  budget  of  the  Regular  Fund  with  the  quotas  of  the  member  states, 
estimated  interest  income,  rental  income  from  space  in  the  General  Secretariat  Building,  and 
administrative  and  technical  support  contributions  from  the  voluntary  and  specific  funds,  and  all  other 
miscellaneous  income. 

3.  To  authorize  funding  for  the  voluntary  funds'  portion  of  the  program-budget  of  the 
Organization  for  1996  as  follows: 


SDAF                  FEMCIECC 

CEC 

CMP 

Pledges  received                      0.0                        0.0 

0.0 

0.0 

Pledges  pending                6,682.0                  7,385.5 

515.7 

1.647.8 

Total                                 6.682.0                  7.385.5 

2&Z 

1.647.8 

4.         SDAF  appropriations  for  19% 

To  instruct  CEPCIES  to  maintain  appropriations  at  a  level  that  does  not  exceed  actual  1994 
payments,  unless  higher  level  pledges  are  made.  If  higher  level  pledges  are  made,  CEPCIES  should 
adjust  appropriations  to  the  level  of  available  financing. 

5.        CIECC  appropriations  for  1996 

To  instruct  CEPCTECC  to  maintain  appropriations  at  a  level  that  does  not  exceed  actual  1994 
payments,  unless  higher  level  pledges  are  made.  If  higher  level  pledges  are  made,  CEPCIECC 
should  adjust  appropriations  to  the  level  of  available  financing. 
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m.   GENERAL  PROVISIONS 


BUDGETARY 


1.         Compensation  system 


To  authorize  the  use  of  the  balance  of  the  $9,000,000  set  aside  for  the  costs  of  parity  in 
AG/RES.  1275  (XXTV-O/94)  for  the  cost  of  parity  in  1997,  unless  the  Permanent  Council  approves 
a  request  of  the  Secretary  General  for  an  alternative  personnel-related  cost  in  the  1996-97  biennium. 


Personnel  limits 

a.  To  maintain  the  number  of  approved  posts  (object  1)  at  595,  in  accordance 
with  the  intention  of  the  Secretary  General  in  his  proposed  program-budget  of 
the  Organization  for  1996-97. 

b.  To  maintain  as  a  desirable  goal  the  50%  guideline  for  personnel  costs  in  object 
1 ,  including  the  specific  funds. 

c.  To  instruct  the  Secretary  General  to  ensure  that,  in  executing  the  budget, 
transfers  and  reassignment  of  personnel  should  be  carried  out  in  such  a  manner 
as  to  not  adversely  affect  the  approved  programs  or  to  require  the  appointment 
of  additional  staff  under  the  Regular  Fund  or  specific  funds. 


3.         Transfers  between  chapters.  Regular  Fund 

To  authorize  the  Secretary  General  to  transfer  funds  between  the  chapters  of  the 
program-budget,  up  to  a  maximum  of  5  %  of  die  total  allocated  to  the  chapter  from  which  the  funds 
are  taken  or  of  the  chapter  that  receives  them,  provided  this  does  not  mean  elimination  or  substantial 
alteration  of  any  approved  program.  The  Secretary  General  shall  inform  the  Permanent  Council  with 
a  special  report  within  30  days  of  making  the  transfers  in  accordance  with  this  provision  and  shall 
give  appropriate  justification. 

Should  the  Secretary  General  decide  to  transfer  to  or  from  any  chapter  in  any  year  more  than 
5%  of  the  total  allocated  to  it,  he  must  obtain  prior  authorization  from  the  Permanent  Council. 


4.         Travel 

To  reiterate  to  the  General  Secretariat  that  no  funds  entrusted  to  the  Organization  shall 
be  used  to  pay  travel  costs  other  than  for  travel  on  behalf  of  the  Organization  and  in  accordance  with 
the  General  Standards,  Article  47  and  Staff  Rule  104.2  (b).  Any  exceptions  granted  by  the  Secretary 
General  shall  be  the  subject  of  an  annual  special  report  to  the  Permanent  Council. 
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Fellowships 


To  extend  Ihe  instruction  given  to  the  General  Secretariat  in  AG/RES.  1277 
(XXTV-O/94)  to  undertake  a  study  that  covers  all  aspects  of  the  Fellowship 
Program,  including  geographic  distribution  of  fellowships,  and,  insofar  as 
possible,  external  sources  of  financing,  and  to  present  to  the  Permanent 
Council  by  December  31,  1995.  the  results  of  this  study  for  its  observations 
prior  to  the  preparation  and  submission  of  the  Secretary  General's  budget 
proposal  for  1997. 

Health  and  Accident  Insurance:  In  each  fellowship  program,  the  General 
Secretariat  shall,  with  funds  available  in  the  Fellowship  Program,  enroll  the 
fellowship  recipient  in  the  health  program  of  the  university,  college,  or  other 
institution  attended.  If  the  General  Secretariat  determines  that  it  would  be  less 
expensive  to  establish  a  separate  health  insurance  program  for  all  recipients, 
it  shall  consult  the  Permanent  Council  for  its  approval.  In  the  case  of  training 
institutions  which  do  not  have  a  health  insurance  program,  the  General 
Secretariat  shall  establish  a  program  for  the  fellowship  recipients  affected. 
Any  health  and  accident  coverage  shall  clearly  define  the  limits  of  liability  of 
the  Organization,  and  this  shall  be  made  known  to  the  fellowship  recipient  as 
well  as  the  training  institution. 


6.         Support  for  special  activities  of  the  Organization  resulting  from  application  of 
resolution  AG/RES.  1080  (XXI-0/9H  GOD 

To  authorize  the  General  Secretariat  to  provide  financial  support  to  this  subprogram  of  up  to 
US$1,000,000  for  the  1996-97  biennium  from  unused  appropriations  from  the  previous  biennis. 


Secondment  of  staff  members  to  other  international  organizations  or  government 


Should  the  Secretary  General  decide  to  allow  a  staff  member  to  be  on  secondment  at  another 
international  organization  or  government  entity,  he  shall  agree  previously  with  such  entity  that  the 
General  Secretariat  will  be  reimbursed  for  the  full  cost  of  salary  and  benefits  of  the  staff  member  as 
well  as  any  other  expenses  incurred  in  relatioh  to  such  secondment. 


8.         Use  of  arrears  payments  for  specific  non-recurring  costs 

To  instruct  the  General  Secretariat  to  complete  the  study  through  an  outside  consultant,  using 
previously  authorized  supplemental  appropriations,  to  determine  the  needs  and  design  for  upgrading 
and  integrating  the  management  information  systems  of  the  Organization,  including  establishing  on- 
line communications  with  the  Missions  of  the  member  states,  contingency  plans,  and  standards  for 
program  changes;  this  study  should  also  include  a  review  of  the  General  Standards,  the  Budgetary 
and  Financial  Rules,  and,  specifically,  consideration  of  special  financial  accounting  software  for  the 
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Retirement  and  Pension  Fund,  as  recommended  by  the  Board  of  External  Auditors  in  its  report  for 
the  1992-93  biennium. 

Once  such  a  study  is  completed,  the  Secretary  General  shall  report  to  the  Permanent  Council 
on  his  recommendations  for  implementation  of  the  study.  At  that  time,  the  Permanent  Council  may 
authorize  reallocation  of  previously  appropriated  funds  from  quota  arrear  payments. 


9.         Recruitment,  terminations,  and  repatriations 

The  General  Secretariat  shall  present  to  the  Permanent  Council  a  report  on  the  use  of  the  sum 
of  up  to  US$900,000  from  the  Working  Capital  Subfund  of  the  Regular  Fund  for  each  year  of  the 
1994-95  biennium  authorized  in  AG/RES.  1230  (XXIII-O/93)  for  the  recruitment,  termination,  and 
repatriation  of  employees  in  positions  of  trust  directly  related  to  the  change  of  administration  not  later 
than  March  31,  1996. 


10.       Staff  at  the  inter-American  centers 

To  instruct  the  General  Secretariat,  in  light  of  the  need  to  reassess  the  role  of  inter-American 
centers  in  the  context  of  CIDI,  to  present  to  the  General  Assembly  at  its  twenty-sixth  regular  session 
a  program  of  gradual  action  to  ensure  full  compliance  with  paragraph  4/P  of  AG/RES.  1230  (XXTII- 
0/93)  by  the  end  of  the  1996-97  biennium.  Also  to  instruct  the  General  Secretariat  to  ensure  full 
compliance  with  Article  85  of  the  General  Standards,  which  states  that  career  staff  may  be  paid  only 
from  the  Regular  Fund. 


11.       Conference  personnel  services 

To  instruct  the  General  Secretariat  to  give  preference  to  contracting  interpreters  and  translators 
locally,  insofar  as  possible,  when  selecting  such  personnel  for  conferences  outside  of  headquarters, 
provided  they  meet  the  necessary  requirements  established  by  the  General  Secretariat. 


12.       Direction  and  supervision  of  technical  cooperation 

To  reiterate  the  guidelines  established  in  operative  paragraph  7.c  of  resolution  AG/RES.  954 
(XVIII-O/88)  that  no  more  than  25%  of  the  amount  for  technical  cooperation  projects  executed  in 
the  previous  biennium  shall  be  allocated  for  the  management,  direction,  administration,  and 
supervision  of  projects  and  programs  and  to  request  the  Secretary  General  to  review  the  levels  of 
execution  of  technical  cooperation  programs  in  Chapters  4  and  5  to  ensure  compliance  with  this 
guideline. 
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13.       Cost-of-living  allowance  for  pensioners 

To  instruct  the  General  Secretariat  to  contract  a  study  on  the  appropriate  source  for  financing 
the  cost-of-living  allowance  for  pensioners,  including  the  financial  status  of  the  Retirement  and 
Pension  Fund  and,  on  an  actuarial  basis,  the  benefits  due  and  the  Fund's  ability  to  meet  these  future 
liabilities.  The  results  of  this  study  should  be  presented  to  the  Retirement  and  Pension  Committee 
for  its  observations  and,  with  the  Committee's  observations,  should  be  presented  to  the  Permanent 
Council  by  March  31,  1996,  for  its  decision. 


FINANCIAL 


Paymcnl  of  quotas  and  contributions 

a.  In  accordance  with  the  provisions  of  Article  77  of  the  General  Standards  to 
Govern  the  Operations  of  the  General  Secretariat,  assessments  to  the  Regular 
Fund  are  annual  and  arc  due  on  the  first  day  of  the  corresponding  financial 
year.  Voluntary  contributions  shall  be  considered  as  payable  according  to  the 
terms  under  which  they  are  pledged. 

b.  Member  states  that  are  not  up-to-date  in  the  payment  of  their  assessments  to 
the  Regular  Fund,  as  established  in  the  preceding  paragraph,  must,  during  the 
first  quarter  of  the  respective  financial  year,  work  out  a  payment  schedule  for 
their  annual  assessments  with  the  General  Secretariat,  in  keeping  with  the 
financial  obligations  of  the  Organization. 

c.  The  Secretary  General  must,  by  April  30  each  year,  report  to  the  Permanent 
Council  on  the  schedule  of  payments  agreed  upon  for  the  corresponding  fiscal 
year. 


2.         Contribution  for  technical  supervision  and  administrative  support  from  fiduciary  and 
specific  funds 

To  authorize  the  General  Secretariat  to  pbtain,  for  technical  supervision  and  administrative 
support,  a  contribution  of  up  to  10%  of  the  total  of  the  fiduciary  and  specific  funds  which  it  receives, 
which  contribution  is  to  be  used  as  a  source  of  financing  for  the  Regular  Fund  budget.  The  Secretary 
General  shall  report  on  these  contributions  every  six  months. 

The  provisions  of  the  foregoing  paragraph  shall  not  apply  with  respect  to  funds  for 
humanitarian  activities,  such  as  FONDEM  and  the  Special  Emergency  Fund  for  Haiti,  or  for  special 
activities  arising  from  the  application  of  resolution  AG/RES.  1080  (XXI-O/91)  on  representative 
democracy. 
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The  General  Secretariat  should  ensure  that  in  utilizing  the  contribution  for  technical  and 
administrative  support  frcm  fiduciary  and  specific  funds,  attention  is  given  to  the  requirement  of 
providing  timely  reports  to  donors  and  member  states. 


Financing  of  Amiricas  Magazine  in  1996-97 

a.  To  provide  that  in  order  to  augment  the  financial  support  for  the  magazine,  the 
General  Secretariat  shall  seek  contributions  from  private  organizations  and 
institutions  and  acknowledge  these  contributions  in  the  magazine  in  a  way 
which  is  appropriate  and  consistent  with  the  franking  privilege  accorded  to  the 
magazine. 

b  To   determine   that   the   editorial    policy  of  the   magazine,    as   an   official 

publication  of  the  OAS,  should  give  particular  attention  to  promoting  the 
activities  of  the  Organization  outlined  in  Article  1 16  of  the  Charter. 

c.  To  authorize  the  use  of  all  revenues  generated  from  the  sale  of  the  magazine 
in  1996-97  to  finance,  to  the  extent  possible,  its  operating  expenses. 

d.  To  instruct  the  General  Secretariat  to  submit  an  annual  report  to  the  Permanent 
Council  on  the  use  of  these  revenues. 


C.        OTHERS 


I.         Honoraria 

To  maintain  the  sum  of  $150  a  day  for  honoraria  paid  to  members  of  the  following  bodies 
entitled  to  such  compensation:  Administrative  Tribunal,  Board  of  External  Auditors,  inter-American 
committees  (CIE,  CICYT,  and  CIDEQ,  Inter-American  Commission  on  Human  Rights.  Inter- 
American  Juridical  Committee,  and  Inter-American  Court  of  Human  Rights. 


2.         Program-budget  for  1997 

To  approve  a  global  level  for  the  program-budget  for  1997,  the  second  year  of  the  1996-97 
biennium,  on  the  basis  of  straightlined  quotas  from  1995  and  receipts  of  voluntary  funds  in  1994 
pending  a  detailed  budget  presentation  by  the  Secretary  General  according  to  Article  70  of  the 
General  Standards  and  approval  by  the  General  Assembly  at  its  twenty-sixth  regular  session.  In  this 
regard,  the  Secretary  General  is  instructed  to  present,  through  the  Preparatory  Committee,  such 
budget  presentation,  including  a  report  detailing  the  personnel  structure  as  well  as  the  costs  of  other 
contractual  obligations  having  budgetary  implications,  for  consideration  by  the  General  Assembly  at 
its  twenty-sixth  regular  session 


ss 


620 


3  a 


00  — 


ou 


R    «    S    §        8        2 
2    «    J5  '  .2        2        °°* 


2 

IS  8 

ii  g 


i  i 


8-h   < 


621 


g3 


!s 


2    2| 


O  Z 

OS  O 
O  U 


—     o 

5   8 


S3 


^  z 

u.  o 

o  c 


O  a. 

z  o 


622 


TABLE  B 

ORGANIZATION  OF  AMERICAN  STATES 

REGULAR  FUND 

1996  QUOTA  ASSESSMENTS 

(US$1,00) 


I 

PERCENTAGE 

QUOTAS  FOR  THE  YEAR 

CREDIT 

TOTAL 

MEMBER  STATE 

INCOME  TAX 

BUDGET 

REIMBURSEMENTS 

Antigua  and  Barbuda 

Argentina 

The  Bahamas.  Commonweahh  of 

Barbados 

Belize 

002   % 
4.90 
0.07 
0.08 
003 

14.9 
3.658.0 
52.3 
59.7 
22.4 

5.2? 

149 
3.658  0 
52.3 
64  9 
22  4 

Bolivia 

Brazil 

Canada 

Chile 

Colombia 

007 
8.55 
1236 
0.54 
094 

52.3 

6.382.8 

9.227.1 

403.1 

701.7 

(184.5) 
(8.1) 
(14.0) 

523 

6.382  8 

9.042  6 

395.0 

6877 

Costa  Rica 

Dominica.  Commonweal*  of 

Dominican  Republic 

Ecuador 

D  Salvador 

0.13 
0.02 
0.18 
0.18 
0.07 

97.0 
14.9 
134.4 
134.4 
52.3 

(0.3) 

970 
14.6 
134.4 
134.4 
52.3 

Grenada 

Guatemala 

Guyana 

Haiti 

Honduras 

0.03 
0.13 
0.02 
0.07 
0.07 

22.4 
97.0 
14.9 
52.3 
52.3 

(0.3) 

224 
97.0 
14.6 
52.3 
52.3 

Mexico 
Nicaragua 

0.18 
6.08 
0.07 
0.13 
0.18 

134.4 

4.538.9 

52.3 

97.0 

134.4 

12.1? 

134.4 

4.551.0 

52.3 

97.0 

134.4 

Peru 

St.  Kitts  and  Nevis 

Saint  Lucia 

Saint  Vincent  and  the  Grenadines 

Suriname 

0.41 
0.02 
0.03 
0.02 
0.07 

306.1 
14.9 
22.4 
14.9 
52.3 

(0.4) 

306.1 
14.9 
22.0 
14.9 
52.3 

Trinidad  and  Tobago 
United  States 
Uruguay 

0.18 
59.47 
0.26 
3.20 

134.4 

44.395.9 

194.1 

2.388.9 

7.800.0? 

(1.7) 

131.7 

52.195.9 

194. 1 

2.388.9 

Subtotal 
Cuba 

98.76 
IJ4? 

73.727.1 
925.7 

7.817.3 

(2 10.3) 

8U34.I 
925.7 

TOTAL 

100.00 

74.652.8 

7.817.3 

OI0.3) 

82J59.8 

2%  of  1995  quota  for  full  payment  or  1995  quota  by  April  30.  1995 
Shown  only  to  establish  the  percentage  corresponding  to  each  member  : 
Amount  paid  to  the  member  state  by  staff  members  subject  to  income  t 
This  amount  will  be  reimbursed  <o  the  member  state  via  payment  of  inc 


embers  subject  to  those  tax 
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IAEA 
GC(39)/RES/8  REGULAR  BUDGET  APPROPRIATIONS  FOR  1996 

The  General  Conference. 

Accepting  the  recommendations  of  the  Board  of  Governors  relating  to  the  Regular  Budget  of 
the  Agency  for  1996  A', 

1.     Appropriates   on  the  basis  of  an  exchange   rate  of  AS   12.70  to  $1.00,   an  amount 
of  $219  017  000  for  the  Regular  Budget  expenses  of  the  Agency  in  1996  as  follows: 

United  States  dollars 

1.  Technical  Assistance  and  Co-operation  12  304  000 

2.  Nuclear  Energy  and  Safety  V  32  550  000 

3.  Research  and  Isotopes  *  31  140  000 

4.  Safeguards  75  322  000 

5.  Policy-making  Organs  7  656  000 

6.  Executive  Management,  Administration  and  General  46  751  000 
Services 

7.  Unallocated  Services  *  7  067  000 


Sub-Total  Agency  Programme  212  790  000 

8.      Reimbursable  Work  for  Others  6  227  000 


TOTAL  219  017  000 


the  amounts  in  the  Appropriation  Sections  to  be  adjusted  in  accordance  with  the  adjustment  formula 
presented  in  the  Attachment  in  order  to  take  into  account  the  exchange  rate  variations  during  the 
year; 

2.     Decides  that  the  foregoing  appropriation  shall  be  financed,  after  the  deduction  of 

-  revenues  deriving  from  Reimbursable  Work  for  Others  (Section  8);  and 

-  other  miscellaneous  income  of  $2  637  000  (representing  $1  672  000  plus  AS  12  256  000); 
from  contributions  by  Member  States  amounting,  for  an  exchange  rate  of  AS  12.70  to  $1.00,  to 
$210  153  000  ($36  977  000  plus  the  equivalent  in  US  dollars  of  AS  2  199  335  000),  in  accordance 
with  the  scale  of  assessment  fixed  by  the  General  Conference  in  resolution  GC(39)/RES/12;  and 


See  document  GC(39)/4. 


I  For  the  financing  of  Nuclear  Power,  Nuclear  Fuel  Cycle  and  Waste  Management,  Safety  Co-ordination, 
Radiation  and  Waste  Safety,  Nuclear  Installation  Safety  and  Scientific  and  Technical  Information. 

*  For  the  financing  of  Food  and  Agriculture,  Human  Health,  Physical  and  Chemical  Sciences,  the  IAEA 
Marine  Environment  Laboratory  -  Monaco  (in  part)  and  the  contribution  to  the  International  Centre  for 
Theoretical  Physics. 

|       For  the  financing  of  Unallocated  Publishing  Services  and  Unallocated  Data  Processing  Central  Services 
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Authorizes  the  Director  General: 

(a)  To  incur  expenditures  additional  to  those  for  which  provision  is  made  in  the  Regular 
Budget  for  1996,  provided  that  the  relevant  emoluments  of  any  staff  involved  and 
all  other  costs  are  entirely  financed  from  revenues  arising  out  of  sales,  work 
performed  for  Member  States  or  international  organizations,  research  grants,  special 
contributions  or  other  sources  extraneous  to  the  Regular  Budget  for  1996;  and 

(b)  With  the  prior  approval  of  the  Board  of  Governors,  to  make  transfers  between  any 
of  the  Sections  listed  in  paragraph  1  above. 

ATTACHMENT 


ADJUSTMENT  FORMULA  IN  US  $ 


1.  Technical  Assistance  and  Co-operation 

2.  Nuclear  Energy  and  Safety  v 

3.  Research  and  Isotopes  -' 

4.  Safeguards 

5.  Policy-making  Organs 

6.  Executive  Management,  Administration 
and  General  Services 

7.  Unallocated  Services  - 
Sub-Total  Agency  Programme 

8.  Reimbursable  Work  for  Others 
TOTAL 


1  372  000 
7  412  000 
10  593  000 
13  166  000 
1076  000 
4  367  000 

663  000 

38  649  000 

723  000 

39  372  000 


(     138  836  000 

/R) 

(     319  253  000 

/R) 

(     260  947  000 

/R) 

(     789  381  000 

/R) 

(     83  566  000 

/R) 

(     538  277  000 

/R) 

(     81  331  000 

/R) 

(   2  211591000 

/R) 

(     69  901  000 

/R) 

(   2  281  492  000 

/R) 

Note:     R  is  the  average  United  Nations  schilling-to-dollar  exchange  rate  which  will  be  experienced  during 
1996. 


See  footnotes  on  preceding  page. 
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NATO 

THE  APPROVED  1996  CIVIL  BUDGET  (INCLUDING  THE  OUTREACH 
FUNDING  CITED  ABOVE)  IS  AS  FOLLOWS: 

CHAPTER  APPROVED  1996 

I  PERSONNEL  2,951,285,000 

II  TRAVEL  131,776,000 

III  COMMON  OPS  388,730,000 

IV  INFORMATION  199,068,000 
v  CEp  11,500,000 

VII  SCIENCE  1,069,523,000 

VIII  DEF  RESEARCH  2,427,000 

IX  DEFENSE  SUPPORT  108,520,000 

X  COUNCIL  EXERCISES  3,925,000 

XI  SECURITY  1,000,000 

XII  CCMS  11,110,000 

XIII  GRANTS  (NAA)  2,980,000 

XIV  SYG  RESIDENCE  8,390,000 

XV  INFORMATION  SYS  43,100,000 

XX  HQ  BUILDING  44,135,000 

XXI  FURN  S.  EQUIP  4  6,656,000 

XXII  ADDL  OFF  (PFP)  9,615,000 
ANNEX  I  COMCENTER  73,142,000 


ANNEX  II  (P.M.) 


0 

ANNEX  III  (CAPITAL)  25,500,000 

USNATO   02  OF  02   4981 

SUB  TOTAL  5,132,382,000 

PENSIONS  432,000,000 

ANNEX  IV  (PFP  BLDG)  50,000,000 

TOTAL  5,614,382,000 
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THE  CONGRESS, 
Notthc: 


Recocnizinc  the  continuing  desirability  of  aligning 
the  budgeting  of  programmes  of  the  Organization  with 
those  of  most  other  Organizations  of  the  United  Nations 
system. 


Noting  that  the  estimate  of  cost  Increases  for  Inflation  and 
currency  exchange  rates  for  various  areas  of  expenditure 
agreed  in  Inter-agency  coordination  In  Genera  and  endorsed 
try  the  CCAQ,  a  subsidiary  body  of  the  ACC  of  the  United 
Nations  amounts;  to  3  per  cent  per  annum. 
Dror.es  to  continue  with  the  Implementation  of  the  princi- 
ple of  full  budgeting; 

Authorizes  the  Executive  Council  during  the  twelfth  finan 
da]  period  from  I  January  1996  to  31  December  1999: 

(1)  To  incur  expenditures  of  two  hundred  and  fifty  five 
million  Swiss  francs,  (SFR  255  000  000),  the  division  of 
such  expenditures  Into  parts  being  shown  in  the  annex 
to  this  resolution; 

(2)  To  approve  biennial  appropriations  within  these  limits; 
Fubtttfr  authorizes  the  Executive  Council  at  Its  forty- 
ninth  session  to  incur  any  necessary  expenditures  additional 
to  the  sum  stated  above,  resulting  from: 

(1)  Any  unanticipated  increases  in  Secretariat  staff  salaries 
and  allowances  Over  and  above  3  per  cent  per  annum 
as  from  1  May  1995,  consequent  to  changes  In  the 


United  Nations  salaries  and  allowances,  if  the  Executive 
Conn dl  is  satisfied  that  they  cannot  reasonably  be  met 
without  affecting  adversely  the  programmes  approved 
by  Congress; 
(2)    Any  substantial  increase  In  inflation  estimates  for  the 
second  blennlum  compared  to  the  3  per  cent  per 
annum  estimate  of  CCAQ,  to  the  extent  that  the 
Executive  Council  is  satisfied  that  they  cannot 
reasonably  be  met  by  economies  within  the  approved 
budget; 
Requests  the  Executive  Council  to  take  such  action  as 
may  be  necessary  to  ensure  that.  If  there  is  any  beneficial 
change  In  any  of  the  cost  factors  mentioned  in  Frnrnrxa 
AVTHoanzs  (1)  *nd  (2).  there  will  be  an  appropriate  reduc- 
tion in  the  maximum  expenditure  of  the  Organization 
unless  the  Executive  Council  finds  that  there  is  an  excep- 
tional need  to  reallocate  these  resources  to  address  high 
priority  programme  requirements  which  would  otherwise 
not  be  met  due  to  the  reduction  of  the  budget  to  a  level 
below  zero  real  growth. 


ANNEX  TO  RESOLUTION  31  (Cg-XH) 

MAXIMUM  EXPEND  1TTJR  E  FOR  THE  TWELFTH  FINANCIAL  PERIOD 

CSFRTJOO) 

Remote 

Expenditures 

Contributions     ■     25S  000.0 

I. 

Policy-miking  organs 

6  609  J 

2. 

Executive  management 

12321S 

3. 

Scientific  and  technical  programmes: 

3.0 

Overall  coordination  of  the  scientific  and  technical  programme 

3  668.6 

3.1 

World  Weather  Watch  Programme 

27  578.6 

32 

Worid  Climate  rTOgramrne 

24  572-0 

33 

Atmospheric  Research  and  Envtronment  Programme 

I4S77.9 

3.4 

Arxtofloru  of  Metec^ogy  Programme                   ■     • 

13  472.9 

3.5 

Hydrology  and  Water  Resources  Programme 

11  011  & 

3.6 

Education  and  Training  Programme 

IS  015  J 

3.7 

Regional  Programme 
Sub-total  Part  3 

13259.7 

12317*18 

4. 

Technical  Cooperation  Programme 

9104.70) 

S. 

Programme  support  services  and  publications 

50563.7 

6. 

Administration 

48011.7O 

7. 

Other  budgetary  provisions 

3S2S.2 

8.      Acquisition  of  capital  assets  —  Headquarters  building 

SFR  4 JS  million,  which  was  approved  as  a  transitional  measure  tot  the  twelfth  fina 

Taph  8.13  In  this  connection. 

cant  Increase  over  the  eleventh  financial  period  because  of  the  allocaUon  of  sub 

oget. 

1684.1 

255  000.0 

2SS  000.0 

( 1 )  The  provision  In  Part  4  Includes 
Sec  also  general  summary  parag 

(2)  This  amount  represents  a  sign] 
formeily  funded  by  the  TCO  bu 

ndal  period, 
stantlal  staff 
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Question.  Has  the  Inspector  General  confirmed  that  he  has  full  audit  and  inspec- 
tion authority  over  the  administration  of  programs  and  operations  funded  by  the 
U.N.?  What  is  the  resource  level  for  the  Inspector  General's  office  for  the  1996-97 
biennium?  How  does  this  compare  with  the  last  biennium?  How  many  professional 
investigators  does  his  office  have?  How  many  audit  qualified  personnel  are  there  on 
the  staff? 

Answer.  U.N.  General  Assembly  resolution  48/218  B  establishing  the  Office  of  In- 
ternal Oversight  Services  (OIOS)  makes  it  clear  that  OIOS  will  perform  functions 
with  respect  to  monitoring,  internal  audit,  inspections,  evaluations  and  investiga- 
tions relating  to  the  resources  and  staff  of  the  organization.  It  is  the  Department's 
position  that  the  OIOS  has  the  requisite  authority  over  the  administration  of  all 
programs  and  operations  funded  by  the  U.N.  In  this  connection,  I  note  that  U/SYG 
Paschke  recently  assured  Department  officials  that  there  are  new  procedures  in 
place  under  which  the  OIOS  can  gain  access  to  all  records,  documents,  and  other 
available  materials  relating  to  U.N.  programs  and  operations.  Also,  he  has  assured 
us  that  his  office  has  direct  and  prompt  access  to  any  U.N.  official,  including  the 
Secretary  General.  Currently,  the  OIOS  is  engaged  in  an  ongoing  effort  to  enhance 
and  coordinate  internal  oversight  services  throughout  the  U.N.  and  its  funds  and 
programs. 

The  resource  level  for  the  OIOS  was  $11.3  million  for  1994-95  and  the  amount 
budgeted  for  the  OIOS  for  1996-97  is  $15.7  million. 

The  OIOS  currently  has  five  professional  investigator  positions.  There  are  42 
audit  qualified  personnel  on  the  OIOS  staff. 

U.N.  BUDGET 

Question.  The  United  Nations  no-growth  biennial  budget  was  based  on  two  prom- 
ises: (1)  $154  million  in  unspecified  spending  cuts  would  be  adopted  and  (2)  any  ad- 
ditional missions  or  activities  would  be  fully  offset.  We  are  now  4  months  into  the 
biennium  and  by  my  calculations  the  U.N.  is  currently  more  than  $274  million  over 
budget.  To  date,  the  U.N.  has  taken  no  action  to  adopt  any  of  the  promised  $154 
million  in  cuts.  In  addition,  the  U.N.  has  voted  with  U.S.  support  to  extend  several 
operations  slated  to  expire  this  year.  The  current  estimate  of  the  cost  of  extending 
these  operations  for  the  remainder  of  the  biennium  is  $120  million. 

Does  the  Administration  believe  that  the  U.N.  is  holding  to  its  no-growth  budget? 

If  maintaining  a  no-growth  budget  is  a  central  element  of  the  Administration's 
current  U.N.  policy,  how  do  you  explain  U.S.  support  for  extending  existing  U.N. 
operations  without  first  identifying  offsetting  cuts? 

Answer.  Appropriations  for  the  1996-97  U.N.  program  budget  still  amount  to 
$2,608  billion,  the  same  as  was  approved  last  December.  Under  the  U.N.'s  budget 
procedure,  the  appropriations  will  be  reviewed  later  this  autumn  by  the  General  As- 
sembly in  the  context  of  the  budget's  first  performance  report.  Only  the  General  As- 
sembly can  approve  changes  in  the  current  level  of  approved  appropriations.  We 
would  oppose  any  increase  in  the  $2,608  billion  level. 

In  March,  the  Secretary  General  presented  a  report  to  the  General  Assembly  indi- 
cating that,  to  date,  he  had  identified  $140  million  of  the  $154  million  in  savings 
required  under  the  U.N.  budget  resolution  for  1996-97.  A  further  progress  report 
will  be  presented  later  this  year. 

The  General  Assembly  has  extended  the  mandates  of  some  existing  U.N.  activities 
and  has  authorized  temporary  spending  measures  for  these  until  their  funding  sta- 
tus is  finalized  in  the  U.N.  budget.  The  estimated  cost  of  measures  approved  to  date 
is  $31  million.  We  have  made  suggestions  where  offsets  for  the  activities  could  be 
made  in  the  U.N.  budget  and  have  urged  that  the  Secretary-General  do  the  same. 
We  will  continue  to  insist  that  the  costs  for  these  activities  be  absorbed  within  the 
$2,608  billion  ceiling.  We  also  expect  the  total  cost  of  these  "unbudgeted"  activities 
to  be  below  the  $120  million  estimate  provided  by  the  U.N.  and  cited  in  your  ques- 
tion. 

Question.  Several  mandated  missions  slated  to  expire  this  year  are  now  expected 
to  continue  through  the  biennium  (Haiti,  El  Salvador,  Rwanda  and  Guatemala).  The 
Secretary  General  has  stated  that  he  could  not  absorb  the  additional  costs  of  these 
mandates  within  the  existing  budget.  What  has  the  U.S.  done  to  voice  its  dis- 
approval? Is  this  an  acknowledgment  by  the  Secretary  General  that  operating  with- 
in budget  cap  is  no  longer  feasible? 

Answer.  We  have  voiced  our  disapproval  on  several  fronts:  on  a  bilateral  basis 
with  officials  of  the  U.N.  Secretariat  and  in  the  Fifth  Committee  when  the  issue  of 
absorption  of  additional  costs  was  considered.  The  Fifth  Committee  recently  ap- 

E roved  a  resolution  which  requires  the  Secretary  General  to  submit  a  further  report, 
y  September  1,  on  possible  measures  for  absorbing  additional  costs  in  the  1996- 
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97  U.N.  budget.  We  will  continue  to  press  the  Secretariat  on  the  issue  of  absorption 
and  are  seeking  support  for  this  position  from  other  major  contributors. 

We  cannot  speak  for  the  Secretary  General  regarding  the  feasibility  of  operating 
within  the  budget  cap.  From  the  U.S.  standpoint,  the  issue  is  clear.  The  U.N.  must 
operate  within  the  $2,608  billion  budget  ceiling  approved  last  December.  All  addi- 
tional costs  must  be  absorbed  within  the  ceiling. 

PEACEKEEPING  MISSIONS 

Question.  Ambassador  Albright,  your  testimony  notes  that  the  Peacekeeping  budg- 
et is  going  down.  But  isn't  this  due  to  NATO  and  the  U.S.  military  taking  over  the 
Bosnia  operation? 

Answer.  Yes,  most  of  the  decrease  in  the  fiscal  year  1997  budget  request  is  due 
to  the  restructuring  of  operations  in  the  Former  Yugoslavia.  However,  the  closure 
of  U.N.  operations  in  Rwanda,  Somalia,  and  Mozambique,  as  well  as  the  downsizing 
of  the  U.N.  operation  in  Haiti,  also  account  for  a  a  significant  part  of  the  decrease. 

Question.  It  seems  like  the  success  of  the  NATO  mission  leads  one  to  question  the 
effectiveness  of  U.N.  peacekeeping.  When  this  was  a  U.N.  mission,  we  saw  nightly 
news  reports  of  fighting  and  rape.  We  heard  reports  of  corruption.  And  our  biggest 
concern  became  how  do  we  evacuate  those  U.N.  peacekeeping  forces  before  winter 
sets  in. 

How  would  you  assess  the  record  of  U.N.  peacekeeping  in  Bosnia? 

Answer.  A  major  difference  between  IFOR  and  the  U.N.  mission  in  Bosnia, 
UNPROFOR,  is  that  IFOR  deployed  after  a  peace  agreement  among  the  parties  was 
signed.  UNPROFOR  had  the  more  difficult  task  of  trying  to  ensure  the  delivery  of 
humanitarian  aid  and  carve  out  safe  areas  in  the  midst  of  ongoing  conflict. 

Although  UNPROFOR's  assistance  to  humanitarian  operations  in  Bosnia  saved 
hundreds  of  thousands  of  lives,  it  lacked  the  military  power  required  to  impose  its 
will  upon  well-armed  and  hostile  Bosnian  factions,  particularly  the  Bosnian  Serbs. 
UNPROFOR  was  also  hampered  by  a  lack  of  agreement  among  the  permanent  mem- 
bers of  the  Security  Council,  not  only  about  the  proper  response  to  the  fighting,  but 
about  the  nature  of  the  conflict  itself.  As  a  result,  the  operation  was  not  able  to  ful- 
fill many  aspects  of  its  mandate. 

Because  of  our  experience  with  UNPROFOR,  we  have  been  insisting,  in  Security 
Council  deliberations,  that  new  U.N.  peace  operations  have  realistic  mandates,  ade- 
quate resources,  clear  target  dates  for  departure  and  fully  satisfactory  arrangements 
for  the  command  and  control  of  participating  forces.  We  have  also  been  placing 

eater  reliance  on  "core  contributors"  to  U.N.  peacekeeping  operations,  such  as 

anada  in  Haiti  and  Belgium  in  Eastern  Slavonia. 

Question.  The  President  has  committed  to  get  U.S.  forces  out  of  Bosnia  by  Christ- 
mas. What  happens  then?  The  U.N.  isn't  contemplating  putting  in  a  new  operation 
is  it? 

Answer.  The  Administration's  position  continues  to  be  that  IFOR's  mission  can  be 
completed  in  about  a  year.  IFOR's  present  plan  is  to  maintain  its  force  at  full 
strength  through  the  elections  in  Bosnia.  The  drawdown  of  IFOR  is  expected  to 
begin  after  the  elections,  but  NATO  will  maintain  a  militarily  effective  force  up 
until  the  end  of  IFOR's  mission.  The  pace  of  the  drawdown  will  be  determined  by 
General  Joulwan  and  NATO  military  authorities,  in  consultation  with  the  NAC, 
based  on  the  security  environment.  IFOR  hopes  to  complete  the  drawdown  of  all  of 
its  troops  in  the  weeks  immediately  after  December  20,  on  a  schedule  consistent 
with  troop  safety  and  logistical  requirements. 

As  for  a  follow-on  operation  for  IFOR,  at  this  point,  no  decision  has  been  made 
about  the  necessity  for  such  an  operation,  or  what  form  it  might  take  if  it  were 
deemed  necessary. 

ARREARAGES 

Question.  Ambassador  Albright,  your  budget  includes  an  increase  of  $43  million 
to  pay  arrearages  to  the  United  Nations  and  other  international  organizations.  And 
your  plan  is  to  have  the  U.S.  Congress  appropriate  an  additional  $215  million  over 
the  next  five  years. 

Now  these  are  arrearages  for  payments  that  the  U.S.  did  not  make  back  in  the 
mid-1980's. 

The  U.N.  and  other  international  organizations  functioned  without  these  appro- 
priations in  the  mid-1980's.  We  have  been  fully  funding  requests  for  at  least  the 
past  five  years.  So,  why  is  it  now  important  to  provide  funding  in  fiscal  year  1997 
for  requirements  that  were  requested  back  in  1987? 

Isn't  it  impossible  to  reduce  your  budget?  Whatever  we  don't  fund  in  your  request, 
you  argue  that  we  owe  you. 
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Answer.  The  total  amount  we  are  requesting  for  arrears  over  five  years  is  $215 
million  for  the  Contributions  to  International  Organizations  (CIO)  appropriation  and 
$743  million  for  Contributions  for  International  Peacekeeping  Activities  (CIPA).  The 
portion  of  the  CIO  account  that  relates  to  the  United  Nations  regular  budget  is  $56 
million  and  these  arrears  occurred  in  the  mid  to  late  1980's.  That  $56  million  plus 
the  $743  million  for  peacekeeping  totals  almost  $800  million  that  we  owe  to  the 
U.N.  and  that  is  significant.  The  peacekeeping  arrears  are  current;  they  arose  in 
fiscal  year  1995  and  fiscal  year  1996.  The  Administration  submitted  a  fiscal  year 
1995  supplemental  request  for  peacekeeping  that  was  not  acted  upon  by  the  Con- 
gress. As  a  result,  these  obligations  remain  outstanding. 

U.S.  arrears  to  the  United  Nations  are  a  major  cause  of  the  U.N.'s  financial  prob- 
lems and  have  become  a  major  political  issue  for  us.  They  contribute  to  chronic 
cashflow  problems  that  complicate  U.N.  planning  and,  if  not  addressed,  could  im- 
pinge seriously  on  peacekeeping  and  other  operations  in  which  the  U.S.  has  a  strong 
interest.  Our  effort  to  sustain  progress  towards  reform  at  the  U.N.  is  also  being  un- 
dercut by  our  failure  to  pay  what  we  owe.  Even  countries  sympathetic  to  reform 
argue  that  the  biggest  problem  facing  the  U.N.  is  not  failure  to  reform,  but  the  fail- 
ure of  members  to  pay  their  dues.  Our  proposal  to  pay  arrears  would  remove  this 
distraction  to  reform,  while  creating  new  reasons  to  proceed  with  the  kind  of  far- 
reaching  change  we  believe  is  needed  to  prepare  the  U.N.  for  the  twenty-first  cen- 
tury. 

Our  reform  proposals  include  eliminating  or  downsizing  low  priority  activities, 
consolidating  related  agencies,  expanding  the  Inspector  General  concept  and  imple- 
menting more  efficient  management  practices  throughout  the  U.N.  system.  We  have 
also  initiated  a  new  budget  policy  that  will  reduce  U.S.  costs  by  holding  U.N.  agency 
budgets  down.  While  difficult,  it  is  not  impossible  to  reduce  the  budget.  In  fact,  for 
the  first  time  in  its  history,  the  U.N.  approved  a  budget  last  December  that  is  at 
least  initially  below  the  spending  level  for  the  previous  two  years.  Because  our  fiscal 
year  1997  request  for  the  U.N.  regular  budget  pays  our  calendar  year  1996  assess- 
ment, any  shortfall  in  the  appropriation  results  in  a  further  arrearage  for  the  Unit- 
ed States. 


Questions  Submitted  by  Senator  Pete  V.  Domenici 

Question.  President  Clinton  in  his  fiscal  year  1997  budget  request  has  asked  for 
4  years  of  advanced  appropriations  to  pay  off  what  the  U.S.  owes  the  U.N.  In  addi- 
tion to  the  actual  funding  request,  the  President  proposed  appropriations  language 
that  states,  "none  of  the  funds  appropriated  under  this  heading  for  the  payment  of 
arrearages  shall  be  obligated  until  any  conditions  imposed  by  law  on  the  obligation 
of  such  funds  for  a  particular  fiscal  year,  concerning  the  reform  of  the  United  Na- 
tions, have  been  satisfied." 

Ambassador  Albright,  the  administration  sent  this  language  and  funding  request 
but  sent  no  specific  U.N.  reforms.  What  specific  reforms  is  the  President  referring 
to? 

Answer.  Based  on  discussions  we  have  held  with  Members  of  Congress  over  the 
past  year,  we  expect  that  funds  authorized  and  appropriated  to  finance  arrears  pay- 
ments to  the  U.N.  will  be  subject  to  continued  progress  on  reform.  The  nature,  tim- 
ing and  extent  of  reforms  required  to  trigger  the  payment  of  appropriated  funds  for 
arrears  is  a  matter  for  further  discussion.  Our  goal  is  an  arrangement  that  would 
provide  an  incentive  for  additional  reforms  that  are  achievable  at  the  U.N.  and  that 
are  in  accordance  with  those  presented  by  the  United  States  to  the  U.N.  High  Level 
Working  Group  on  U.N.  Finances  and  to  the  High  Level  Working  Group  on 
Strengthening  the  U.N.  System. 

Copies  of  those  proposals  have  been  made  available  to  Congress.  They  include 
suggestions  for  cutting  administrative  costs,  restructuring  the  U.N.  Secretariat, 
using  the  General  Assembly  instead  of  expensive  global  conferences  for  debating  se- 
lected topics  of  broad  interest,  rationalizing  the  U.N.'s  scale  of  assessments  and  rep- 
licating the  U.N.'s  Inspector  General  concept  elsewhere  within  the  U.N.  system. 

U.N.  SECRETARY  GENERAL 

Question.  Will  the  Administration  support  Dr.  Boutros  Boutros-Ghali  for  a  second 
term  to  be  Secretary-General  of  the  United  Nations  (his  term  expires  on  December 
31,  1996)?  If  not,  who  are  the  other  candidates  that  the  Administration  is  consider- 
ing? 

Answer.  Secretary-General  Boutros-Ghali  has  not  indicated  he  is  running  for  a 
second  term.  We  have  not  made  any  commitment  to  him  concerning  his  possible 
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candidacy  for  re-election.  By  the  same  token,  it  would  also  be  premature  to  indicate 
a  position  on  other  possible  candidacies. 

The  Office  of  Secretary-General  is  exceptionally  challenging,  demanding  great  en- 
ergy, a  wide  range  of  skills,  and  a  strong  commitment  to  U.N.  reform.  The  U.N.  Sec- 
retary-General should  be  a  strong  leader,  experienced  administrator,  sound  man- 
ager, and  adept  diplomatist.  In  short,  the  U.N.'s  leader  should  be  dedicated  to  an 
effective,  fiscally  and  administratively  disciplined  U.N.  that  is  supportive  of  prin- 
ciples and  values  that  Americans  and  citizens  around  the  world  cherish:  security, 
peace,  and  stability;  freedom,  democracy,  human  rights,  and  the  rule  of  law;  and 
market  economies.  These  are  the  qualities  we  would  look  for  in  any  candidate  we 
would  support  for  Secretary-General. 


Questions  Submitted  by  Senator  Ernest  F.  Hollings 

Question.  Our  Committee  staff  went  up  to  the  United  Nations  in  New  York  a  few 
years  ago  and  they  met  with  your  people  and  representatives  from  various  U.N. 
member  states.  They  were  told  at  one  lunch  by  these  representatives  that  the  U.N. 
is  not  criticized  in  other  Western  nations,  that  this  was  an  American  phenomenon. 

Is  that  your  perception? 

Why  do  you  think  that  is,  because  U.S  taxpayers  are  expected  to  pay  so  much 
of  the  budget? 

Answer.  No,  my  perception  is  that  there  is  fairly  broad  support  for  the  United  Na- 
tions within  our  own  country  and  in  most  other  countries.  Public  opinion  polls  back 
this  up. 

At  the  same  time,  there  is  recognition  in  many  countries  that  the  U.N.  needs  to 
improve  its  management  and  that  it  should  be  reorganized  to  minimize  duplication 
and  to  tighten  its  focus. 

With  respect  to  cost,  I  would  point  out — as  European  diplomats  frequently  do  to 
me — that  the  citizens  of  Japan  and  the  European  Union  countries  are  assessed  by 
the  U.N.  at  a  higher  rate,  relative  to  their  share  of  the  global  economy,  than  are 
U.S.  taxpayers. 
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PREPARED  STATEMENT 

Senator  Gregg.  Let  us  start  this  hearing.  I  appreciate  your  will- 
ingness to  sit  through  all  this  confusion,  Mr.  Duffey,  and  the  good 
folks  with  you. 

Again,  we  are  in  the  middle  of  these  10-minute  votes,  so  we  are 
rushing  in  and  out,  and  I  apologize  for  that. 

Why  do  we  not  proceed  with  you  making  whatever  statement  you 
feel  most  comfortable  with,  however  you  wish  to  proceed  on  that, 
either  submit  it  to  us  or  give  us  a  quick  thumbnail  sketch,  what- 
ever you  desire,  and  then  we  will  go  into  some  questions. 

Mr.  Duffey.  I  have  a  written  statement.  Can  that  just  be  en- 
tered for  the  record  and  let  me  make  my  remarks  very  informally. 

Senator  Gregg.  Yes. 

[The  statement  follows:] 

Prepared  Statement  of  Dr.  Joseph  Duffey 

Chairman  Gregg,  Senator  Hollings,  Members  of  the  Subcommittee:  I  am  pleased 
to  appear  today  before  the  Subcommittee  and  I  appreciate  the  opportunity  to  ex- 
press my  views  on  the  mission  and  the  work  of  the  United  States  Information  Agen- 
cy. 

It  is  clear  to  all  observers — whether  their  vantage  point  be  that  of  government, 
business  or  academics — that,  even  as  we  speak,  powerful  forces  continue  to  shape 
and  reshape  the  face  of  international  relations.  On  the  one  hand,  the  information 
and  communications  revolution  of  the  20th  century  is  as  profound  in  its  con- 
sequences as  was  the  Industrial  Revolution  of  the  last  century.  On  the  other,  the 
realignment  of  forces  in  the  world  since  the  collapse  of  the  Soviet  Union  has  led  to 
a  growth  in  democratic  practices  and  a  marked  shift  in  power  to  individuals  and 
publics.  These  phenomena  have  presented  American  leadership  with  new  challenges 
and  forced  upon  all  of  us  a  reassessment  of  the  way  in  which  we  engage  the  world. 

Now  that  the  nations  of  the  world  are  no  longer  arrayed  along  one  great  ideologi- 
cal divide,  many  more  and  different  voices  are  heard.  The  world  is  a  more  varied 
and  fragmented  place  as  peoples  and  governments  go  their  own  individual  and  idio- 
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syncratic  ways.  It  is  a  world  where  America  will  need  to  cooperate  as  well  as  lead; 
listen  as  well  as  speak.  We  will  have  to  be  acutely  aware  of  other  people's  values 
and  beliefs  while  always  ensuring  that  they  know  and  understand  ours.  Our  policies 
will  have  to  be  more  complex  and  informed.  We  will  need  to  engage  to  a  much  great- 
er extent  the  talents  and  resources  of  our  own  society  and  citizens. 

The  world  that  I  am  describing  is  the  world  of  the  U.S.  Information  Agency.  We 
have  a  clear  and  focussed  mission  to  promote  the  national  interest  and  national  se- 
curity of  the  United  States  of  America  through  understanding,  informing  and  influ- 
encing foreign  publics  and  broadening  dialogue  between  American  citizens  and  insti- 
tutions and  their  counterparts  abroad.  USLA  is  vigorously  responding  to  a  changed 
world  and  reinventing  public  diplomacy  to  match  the  needs  of  American  society  and 
American  foreign  policy.  The  men  and  women  of  USIA  are  proud  of  this  mission  and 
its  direct  relevance  to  the  world  around  us. 

The  most  recent  independent  testimony  to  this  relevance  comes  from  two  distin- 
guished former  defense  officials,  Admiral  William  Owens,  former  Vice  Chairman  of 
the  Joint  Chiefs  of  Staff,  and  Joseph  Nye,  former  Assistant  Secretary  of  Defense. 
Writing  in  the  latest  issue  of  Foreign  Affairs,  they  find  it  strange  that  there  is  a 
debate  about  "whether  to  dismantle  USIA  just  when  its  potential  is  greatly  expand- 
ing." "Some  in  Congress,"  they  go  on  to  say,  "have  been  reluctant  to  support  any 
defense  spending  that  does  not  directly  involve  U.S.  combat  troops  and  equipment. 
However,  defense  by  other  means  is  relatively  inexpensive.  Programs  like  *  *  * 
USIA  *  *  *  constitute  only  a  tiny  fraction  of  the  defense  budget.  Although  it  is  im- 
possible to  quantify  these  programs'  contributions,  we  are  convinced  that  they  are 
highly  cost  effective  in  serving  U.S.  security  needs.  Similarly,  USIA's 
achievements  *  *  *  should  be  more  appreciated.  USIA's  seminal  contribution  of 
keeping  the  idea  of  democracy  alive  in  the  Soviet  bloc  during  the  Cold  War  could 
be  a  mere  prologue."  Nye  and  Owens  conclude  that  "*  *  *  the  U.S.  government 
should  not  abdicate  the  agenda-setting  function  to  the  media  because  the  market 
and  private  individuals  cannot  fulfill  all  of  the  information  needs  of  American  for- 
eign policy." 

USIA  is,  indeed,  an  agile  organization  that  has  responded  quickly  and  well  to  the 
seemingly  endless  process  of  change  that  confronts  the  American  policymaker.  USIA 
is  a  vitally  important  agency  within  the  foreign  policy  community.  We  carry  out  a 
distinct  and  important  mission  that  serves  the  nation's  interests.  All  of  our  activi- 
ties— field  missions,  exchanges  and  training  programs,  broadcasting,  information 
dissemination — advance  and  support  the  foreign  policy  priorities  set  forth  by  the 
President  and  the  Secretary  of  State. 

When  I  began  my  tenure  as  Director  of  USIA,  I  ordered  a  rigorous  scrutiny  of  all 
our  activities.  Then,  we  acted.  For  example: 
— Our  response  to  foreign  policy  initiatives  has  been  dynamic.  Since  1990  we  have 
closed  28  posts  around  the  world — 10  of  them  mission  posts — and  at  the  same 
time  we  have  opened  26  new  posts.  These  new  posts  support  foreign  policy  pri- 
orities of  both  the  Bush  and  Clinton  administrations  in  Russia,  the  NIS  and 
elsewhere. 
— In  fiscal  year  1996  alone  we  are  closing  five  mission  posts  and  10  branch  posts. 
At  the  same  time,  we  are  shifting  resources  to  enable  us  to  support  USG  policy 
in  Moldova,  Yekaterinburg,  Russia  and  Pristina,  Kosovo.  We  no  longer  hold  to 
the  principle  of  universal  presence.  We  have  made  the  hard  decisions  to  place 
our  resources  where  they  matter  most  to  American  interests.  Our  overseas  re- 
ductions, moreover,  have  been  made  according  to  a  sophisticated  and  carefully 
thought-out  analysis  of  our  posts  and  their  importance  to  American  foreign  pol- 
icy. 
— We  have  consolidated  all  non-military  international  radio  broadcasting  for  a 
savings  of  more  than  $400  million  over  the  period  fiscal  year  1994-97  and  elimi- 
nated over  1,200  positions. 
— We  have  terminated  programs  of  long-standing  and  distinguished  service,  such 
as  our  worldwide  printed  magazines,  because  they  were  no  longer  the  most  ef- 
fective means  of  reaching  foreign  decision-makers. 
— We  eliminated  an  entire  bureau  and  created,  from  scratch,  a  new  Bureau  of  In- 
formation— lean,  team-based  and  one-third  smaller  than  its  predecessor — that 
anticipates  America's  foreign  policy  needs  and  is  structured  and  staffed  to  take 
full  advantage  of  the  information  revolution. 
— The  Bureau  of  Educational  and  Cultural  Affairs  is  undertaking  a  consolidation 

that  will  reduce  seven  offices  into  four  and  cut  staff  by  16  percent. 
— The  Management  Bureau  has  reengineered  its  administrative  processes  and  is 
developing  more  efficient  ways  of  doing  business  while  cutting  staff  by  18  per- 
cent. 
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— Overall,  USIA  has  cut  its  personnel  by  almost  one  quarter — 25  percent— just 
since  1994.  We  are  currently  undergoing  a  Reduction  in  Force  and  other  staff 
reduction  measures. 
Despite  closings  and  curtailments,  however,  USIA  has  responded  vigorously  to  the 
new  technology  and  a  changed  political  climate.  The  Agency's  list  of  achievements 
includes: 
— Our  field  posts  and  Bureau  of  Educational  and  Cultural  Affairs  are  in  the  fore- 
front of  partnering  with  the  private  sector.  Not  only  do  we  benefit  from  the  pri- 
vate sector's  experience  and  expertise  but  we  are  able  to  leverage  shrinking  fed- 
eral dollars.  Fully  one  fourth  of  the  funding  of  our  Business  for  Russia  program 
comes  from  sources  outside  the  USG.  Educational  advising  in  Singapore  is  now 
completely  privatized. 
— A  major  initiative  in  the  field  of  Civic  Education,  one  that  strengthens  the  foun- 
dation of  democratic  institutions  and,  in  war-shattered  Bosnia,  provides  an  op- 
portunity for  citizens  of  all  political  persuasions  and  all  ethnic  backgrounds  to 
come  together  and  make  common  cause. 
— Creative  new  programs  in  Russia  and  the  NIS.  Business  for  Russia,  for  exam- 
ple, brings  together  representatives  of  those  societies  crucial  to  the  long-term 
development  of  democratic  institutions  and  free  markets  with  Americans  and 
American  organizations  and  businesses  who  have  relevant  experience  and  ex- 
pertise. 
— Almost  immediately  after  the  end  of  apartheid  in  South  Africa,  USIA  hosted  a 
ground-breaking  conference  in  Atlanta  that  focused  on  education,  training  and 
business  opportunities  to  enable  Americans  and  South  Africans  to  work  to- 
gether to  forge  a  new  relationship. 
— A  new  streamlined  system  to  distribute  cables  from  our  overseas  posts  has  been 
made  part  of  the  permanent  research  collection  of  the  Smithsonian's  National 
Museum  of  American  History  for  its  contribution  to  innovative  information  tech- 
nology. 
— USIA  is  on  the  Internet  around  the  world  and  has  established  its  first  posts 
in  cyberspace.  USIA's  websites  and  its  new  electronic  journals  bring  people 
around  the  world  the  latest,  most  authoritative  information  about  American  for- 
eign policy  and  American  society  and  values. 
— The  International  Broadcasting  Bureau  continues  to  pioneer  creative  means  to 
provide  information  about  the  United  States  to  the  world.  The  Voice  of  America 
has  been  especially  creative  in  providing  information  to  denied  areas.  It  has 
also  played  an  important  role  in  supporting  U.S.  efforts  to  bring  peace  to  trou- 
bled areas  of  the  world. 
Restructuring  at  USIA  has  been  made  more  difficult  by  the  major  cuts  that  have 
been  made  in  our  appropriations.  These  reductions  have  undercut  our  capacity  to 
conduct  the  U.S.  Government's  public  diplomacy  effort.  We  seek,  therefore,  to  sta- 
bilize basic  operations  and  improve  several  accounts. 

USIA's  two  principal  operating  accounts — Salaries  and  Expenses  for  field  oper- 
ations and  program  support  and  Broadcasting  Operations — are  essentially  the  same 
in  1997  as  the  comparable  current  year  levels.  Savings  and  non-recurring  costs  from 
1996  will  cover  most,  but  not  all,  projected  added  costs  of  doing  business  in  1997, 
including  activities  in  the  Balkans  and  added  needs  for  the  Asia  Pacific  Network/ 
Radio  Free  Asia.  Further  program  reductions  of  1-2  percent  will  be  required  in 
1997. 

In  1997,  USIA  is  requesting  a  total  of  $1,126  billion.  Taking  into  consideration 
a  proposed  reprogramming  to  address  our  1996  downsizing  costs,  our  1997  request 
represents  an  increase  of  $35.8  million  over  the  comparable  1996  level.  The  addition 
is  requested  primarily  for  the  Exchange  Program  and  the  Radio  Construction  appro- 
priation to  meet  important  needs  by  restoring  some  of  the  major  cuts  taken  in  those 
activities  in  1996.  Part  of  the  requested  increase  is  for  new  technology  to  explore 
the  development  of  a  two-way  high-speed  digital  network  and  other  digital  applica- 
tions for  program  use. 

I  am  proud  of  USIA's  record  of  achievement  and  responsiveness  in  serving  the 
U.S.  national  interest.  It  is  an  agency  that  promotes  American  values  and  gives  the 
highest  priority  to  citizen  engagement  at  a  time  when  the  world  needs  values  and 
engaged  citizens  more  than  ever. 

Thank  you,  Mr.  Chairman.  I  would  be  happy  to  address  any  question  you  or  your 
colleagues  may  have. 
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•  USIA  figures  include  RFE/RL.  Inc.  grantee  employmenl 


USIA's  Mission 

The  mission  of  USIA  remains  vital:  To  understand,  inform,  and  influence 
foreign  publics  in  promotion  of  the  national  interest  and  to  broaden  the  dia- 
logue between  Americans  and  U.S.  institutions  and  their  counterparts  abroad. 

Out  historic  fundamental  purposes  likewise  stand  unchanged: 

— To  explain  and  advocate  U.S.  policies  in  terms  that  are  credible  and  mean- 
ingful in  foreign  cultures; 

— To  provide  information  about  the  U.S.,  its  people,  values,  and  institutions; 

— To  build  lasting  relationships  and  mutual  understanding  through  the  ex- 
change of  people  and  ideas;  and 

— To  advise  U.S.  decision-makers  on  foreign  attitudes  and  their  implications 
for  U.S.  policies. 


PERCENT  CHANGE  OF  EMPLOYMENT  LEVELS  1993-97 

Mr.  Duffey.  I  brought  along  two  charts  today  to  respond  to  two 
questions.  The  first  one  really  has  to  do  with  what  has  been  hap- 
pening at  USIA  over  the  course  of  the  last  few  years  and  how  the 
institution  has  changed.  There  is  a  chart  here  that  illustrates 
something  of  the  reductions  in  employment  levels  in  the  non- 
defense  sector  of  the  Government  and  the  State  Department  and 
Defense  and  in  USIA.  Much  of  this  results  from  the  savings  and 
reductions  that  were  made  in  consolidation  of  broadcasting. 

But  the  point  I  want  to  make  about  this  is  that  at  USIA,  this 
is  not  something  that  started  in  1994  sort  of  reluctantly,  in  a  quar- 
relsome way.  We  began  3  years  ago  to  ask  the  question  of  what  our 
mission  was,  how  the  times  have  changed,  how  we  should  fulfill 
that  mission  in  a  time  of  some  austerity  and  what  I  call  frugal  di- 
plomacy. The  results  of  this  are  tied  with  a  reexamination  of  every- 
thing we  do  in  every  location  in  the  world. 


639 

usia's  mission 

The  next  board  we  have  here  is  simply  an  effort  to  state  as  clear- 
ly as  we  can  what  USIA  is  trying  to  do.  This  is  a  mission  that  is 
the  same,  I  think,  as  it  has  always  been,  except  that  it  was  greatly 
influenced  and  inflated  by  the  cold  war.  My  predecessor  a  few 
years  ago  sat  here  and  said  he  was  trying  to  counter  a  multimillion 
dollar  disinformation  campaign  in  the  Soviet  bloc,  and  I  think  in 
some  ways  that  was  right.  We  are  not  confronting  a  multimillion 
dollar  disinformation  campaign.  We  are  perhaps,  as  I  said  in  a 
hearing  before  the  House,  we — the  many  voices  of  this  country — 
may  be  the  source  of  as  much  disinformation  about  the  true  face 
of  America  as  any  opponent.  But  we  are  operating  in  a  different 
set  of  conditions.  Information  is  much  more  widespread  and  avail- 
able. 

Our  purpose  is  to  try  to  understand  foreign  publics.  Our  officers, 
where  they  work  in  Embassies  and  centers,  are  among  the  dip- 
lomats who  are  much  more  outside  the  Embassy,  engaged  directly 
with  men  and  women  who  shape  thought,  to  understand  and  then 
to  inform  and  influence  those  publics  about  matters  that  have  to 
do  with  our  national  interest. 

Let  me  take  just  two  or  three  examples,  pointing  out,  first  of  all, 
that  the  USIA  is  not  the  public  relations  arm  of  the  State  Depart- 
ment. More  than  one-half  of  the  personnel  we  have  overseas  are 
not  in  the  State  Department,  USIA,  or  AID.  Next  year,  there  will 
be  a  very  large  increase  in  those  who  are  in  the  Justice  Depart- 
ment. They  are  in  Commerce.  They  are  in  Agriculture.  USIA  works 
for  all  of  the  American  interests  overseas  to  try  to  carry  out  this 
task. 

When  we  went  through  our  agonies  last  year  of  trying  to  come 
to  terms  with  the  budget  deficit  and  the  Government  of  the  United 
States  was  closing  down,  it  was  not  an  easy  thing  to  interpret  to 
the  rest  of  the  world,  but  it  was  important  that  there  be  some  ef- 
fort to  communicate  what  this  was  about.  We  have  a  society,  be- 
cause of  its  openness  and  our  balance  of  powers,  that  sends  many 
messages  to  the  world.  We  must  work  on  our  own  behalf  to  try  to 
explain  and  interpret  to  the  rest  of  the  world  simply  to  reduce  what 
I  think  is  probably  the  greatest  risk  we  have  in  the  future  now, 
which  is  to  be  misunderstood  and  not  to  be  perceived  in  terms  of 
our  goals.  We  try  to  get  the  world  to  have  if  not  sympathy,  at  least 
understanding  of  what  the  United  States  is  trying  to  do  in  the 
world  and  what  is  happening  here  in  our  own  country. 

INTRODUCTION  OF  NEW  $100  BILL 

Last  year,  the  United  States  decided  to  issue  a  new  $100  bill.  I 
took  everything  I  had  this  morning  and  went  to  the  bank  to  get  a 
copy  of  the  new  $100  bill.  This  is  what  it  looks  like.  Two-thirds  of 
the  $100  bills  in  American  currency  are  not  in  the  United  States; 
they  are  outside  the  country.  There  are  a  lot  of  them  in  Russia. 
There  are  a  lot  of  them  in  Germany.  There  are  lots  in  Asia. 

The  Treasury  Department  became  aware  1  year  ago  that  in  order 
to  put  out  this  new  bill  to  try  to  stop  counterfeiting,  the  message 
had  to  go  to  the  world  that  this  was  not  a  cheapening  of  the  old 
currency  and  it  was  not  a  devaluation,  which  is  what  most  of  the 
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world  understands  when  new  currency  is  put  out.  Getting  that 
message  across  effectively  was  extraordinarily  important  to  the 
rest  of  the  world  because  a  new  $100  bill  could  have  created  a 
major  problem  in  terms  of  our  currency  in  many  parts  of  the  world. 
As  I  said,  two-thirds  of  these  are  not  in  the  country. 

Senator  Gregg.  Do  not  leave  that  on  the  table.  There  would  be 
all  sorts  of  gift  problems.  [Laughter.] 

Mr.  Duffey.  In  that  case,  the  USIA  was  working  with  the  Treas- 
ury Department.  Next  year,  the  United  States  will  send  abroad 
thousands  of  law  enforcement  officials  in  the  new  expansion  in  the 
Department  of  Justice.  The  message  to  the  rest  of  the  world  of  why 
we  are  doing  this,  what  the  intent  is,  the  purpose,  is  extraor- 
dinarily important.  That  is  the  kind  of  task  USIA  would  work  at 
through  a  whole  range  of  efforts. 

We  have  asked  probing  questions  about  what  we  do.  I  think  we 
may  be  one  of  the  few  agencies  that  before  we  had  to  confront  the 
budget  cutback  abandoned  some  things  we  had  done  for  40  years. 
We  stopped  publishing  magazines.  We  do  not  do  things  just  be- 
cause we  have  always  done  them.  We  have  closed  more  posts  than 
any  other  international  affairs  agency.  The  purpose  of  this  is  to  try 
to  do  the  work  we  do  differently  and  do  it  better,  not  simply  be  pas- 
sive in  response  to  the  new  demands  of  the  fiscal  realities  that  we 
all  face. 

Our  budget  for  next  year  has  been  recognized  by  the  administra- 
tion as  one  that  has  already  taken  a  significant  number  of  these 
cuts  and  needs  some  stabilization  in  order  to  continue  the  trans- 
formation of  the  agency  itself.  That  is  the  budget  we  set  before  you, 
and  I  will  be  glad  to  respond  to  questions  you  have  about  it. 

PERSONNEL — DOMESTIC  VERSUS  OVERSEAS,  ADMINISTRATIVE,  AND 
REDUCTIONS 

Senator  Gregg.  Picking  up  with  your  personnel  issue,  you  have 
a  certain  number  of  personnel  in  the  United  States  and  a  certain 
number  of  personnel  overseas.  When  you  started  at  your  100  per- 
cent line,  what  percentage  would  have  been  here  in  the  United 
States  and  overseas,  and  then  when  you  are  down  here,  what  per- 
centage? 

Mr.  Duffey.  I  will  be  glad  to  get  those  details.  More  of  our  staff 
have  been  cut  among  what  we  call  the  foreign  nationals,  so  that 
there  would  be  large  cuts  in  representation  overseas  because  we  re- 
duced— whereas  we  reduced  jobs  for  foreign  nationals  before  we  re- 
duced jobs  for  American  citizens. 

But  in  terms  of  the  balance  at  home  and  overseas,  we  have  it 
here.  It  is  still  the  same — 41  percent  of  our  work  force  is  overseas, 
and  Stan  reminds  me  that  has  remained  the  same  since  1993.  My 
effort  initially  was,  frankly,  to  try  to  reduce  more  at  home  than 
overseas,  but  we  have  a  very  large  broadcasting  operation  here 
which  makes  that  difficult. 

Senator  Gregg.  What  percentage  of  your  people  are  in  adminis- 
tration today  versus  in  administration  before  you  started  reducing 
personnel  operations? 

Mr.  Duffey.  Administration  in  Washington,  which  is  primarily 
where  administration  is  located,  has  been  cut  by  25  percent. 

Senator  Gregg.  And  your  overall  staff  cut  has  been  how  much? 
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Mr.  Duffey.  Our  overall  staff  cut  has  been  about  24.3  percent. 

Mr.  Silverman.  Part  of  that  cut  was  in  the  staffing  of  Radio  Free 
Europe  and  Radio  Liberty,  which  was  a  large  component  of  the  re- 
duction. 

OPERATIONS — TARGET  AREAS 

Senator  Gregg.  With  the  new  world  atmosphere,  are  you  consid- 
ering targeting  any  different  communities  than  you  have  pres- 
ently— obviously,  the  Eastern  Europe  target  and  the  Soviet  Union 
target  no  longer  exists  in  the  sense  of  the  political  sense,  but  they 
obviously  are  still  areas  where  you  are  focusing  some  attention.  To 
what  extent  are  you  targeting  Middle  Eastern  areas  such  as  Iran 
and  Iraq,  areas  which  are  naturally  antithetical  to  the  United 
States? 

Mr.  Duffey.  Because  we  have  been  engaged  in  essentially  the 
redeployment  of  personnel,  we  opened  about  22  new  locations 
throughout  the  former  Soviet  Union  where  there  are  new  states 
and  where  the  United  States  is  granted  recognition  and  presence 
in  those  states,  but  we  have  done  that  at  the  expense,  primarily, 
of  closing  down  large  resources  that  were  built  up  over  the  years 
in  Western  Europe. 

We  have  reduced  slightly  our  presence  in  Central  America, 
again,  trying  to  find  ways  to  work  more  efficiently.  We  have  consid- 
ered efforts  to  maintain  a  presence  in  Africa,  not  to  significantly  in- 
crease it.  And  in  the  Middle  East,  we  have  tried  to  change  the 
ways  in  which  we  work. 

Our  major  targets  now  are  primarily  directed  to  those  places 
where  America  has  trade  and  investment  opportunity,  since  that  is 
the  centerpiece  of  our  information  effort. 

FOCUS  OF  BROADCASTING  ACTIVITIES 

Senator  Gregg.  What  is  the  theory  of  our  broadcasting  activity 
right  now?  Is  it  to  promote  trade  or  is  it  to  promote  information 
in  the  areas  where  the  information  is  limited  because  there  is  state 
control? 

Mr.  Burke.  Mr.  Chairman,  my  name  is  David  Burke.  I  am  the 
Chairman  of  the  Board  of  Governors  of  International  Broadcasting. 
I  am  here  today  with  Tom  Korologos,  who  is  my  partner  and  in 
many  ways  my  mentor. 

The  Board  of  Governors,  which  was  created  in  1994,  is  an  eight- 
person  bipartisan  board,  four  Republicans  and  four  Democrats.  All 
of  us  are  private  citizens  and  we  give  of  our  time,  quite  happily, 
to  do  what  we  can  to  influence  the  direction  on  the  very  questions 
that  you  are  asking  from  international  broadcasting  in  this  coun- 
try. 

We  do  it  because  we  believe,  first  of  all,  in  public  service.  I  be- 
lieve all  of  us  do.  But  second,  we  think  it  is  in  the  best  interest 
of  this  country  when  we  can  promote  democracy  and  promote  free 
understanding  around  the  world.  There  is  no  safer  world  than  one 
in  which  there  is  a  free  flow  of  ideas.  So  we  are  committed  to  that. 
We  think  a  grand  and  powerful  nation  should  have  a  grand  voice. 

We  are  rather  honored  to  be  associated  with  an  organization  and 
radio  systems  that  began  to  fight  against  fascism  and  were  success- 
ful, that  began  to  fight  against  communism  as  a  dehumanizing 
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force  and  were  quite  successful.  Now  we  are  no  longer  in  a  bipolar 
world  and  we  think  we  have  an  enormous  role  to  play  there, 
whether  it  is  in  trade  or  whether  it  is  in  understanding.  What  we 
are,  we  are  broadcasters  and  we  try  to  bring  news  and  information 
objectively  and  fairly  to  people  in  the  world. 

You  asked  a  question  as  to  where  the  emphasis  is  going  now.  I 
have  a  chart  that  I  will  submit  for  the  record  here  that  shows  you 
how  we  have  pulled  out  from  the  kind  of  broadcasting  that  we  have 
done  to  the  Soviet  Union  and  more  into  Iraq  and  into  the  Middle 
East  areas  of  the  world. 

[The  information  follows:] 

International  Broadcasting — Evolving  for  New  Challenges 

Over  the  past  54  years,  U.S.  international  broadcasting  has  earned  a  reputation 
for  providing  up-to-the-minute,  accurate,  and  balanced  news  and  features  to  its 
international  audience.  VOA,  WORLDNET,  Radio  and  TV  Marti,  and  RFE/RL  reach 
more  than  140  million  listeners  weekly  in  their  homes  and  in  their  languages  with 
reliable,  comprehensive  news  of  the  United  States,  their  own  country,  and  the 
world. 

U.S.  international  broadcasters  have  embraced  the  challenge  of  change. — In  part- 
nership with  the  President  and  the  Congress,  we  have  cut  costs  dramatically,  while 
moving  forward  in  bold  ways.  The  emerging  organization  is  leaner  and  more  flexi- 
ble. The  International  Broadcasting  Act  of  1994  created  the  Broadcasting  Board  of 
Governors  (BBG)  which  for  the  first  time,  consolidates  the  responsibility  for  all  non- 
military  U.S.  government  international  broadcasting,  including  the  USIA's  Inter- 
national Broadcasting  Bureau  (IBB)  elements  Voice  of  America,  WORLDNET,  and 
Radio  and  TV  Marti;  and  the  independent  grantees,  Radio  Free  Europe/Radio  Lib- 
erty, Inc.  and  Asia  Pacific  Network/Radio  Free  Asia,  Inc. 

The  consolidation  has  led  to  new  efficiencies,  resulting  in  savings  of  over  $400 
million  during  the  period  1994-1997,  including:  the  staff  of  international  broadcast- 
ing has  been  reduced  by  1,496  positions  (31  percent);  over  400  direct  broadcast  pro- 
gramming hours  via  IBB-owned  or  leased  shortwave  and  medium  wave  transmitters 
per  week  have  been  eliminated  (about  24  percent);  and  five  relay  stations  (Bethany, 
Gloria,  Biblis,  Maxoqueira,  and  Holzkirchen  shortwave)  have  been — or  are  being — 
closed. 

The  budget  savings  are  dramatic:  the  1997  request  of  $365  million  is  25  percent 
lower  than  the  1994  appropriation  of  $487  million. 

More  flexibility  to  meet  changing  priorities. — The  end  of  the  Cold  War  and  the  up- 
surge of  regional  conflicts  and  terrorism  have  increased  international  broadcasting's 
focus  on  Asia,  the  Middle  East,  and  Africa. 

Broadcasting  hours  have  been  increased  to  these  regions  and  relay  stations  have 
been  closed  in  Europe  to  make  way  for  the  opening  of  new  stations  in  Africa,  the 
Middle  East  and  Asia.  From  the  various  crises  in  China  and  Korea  to  the  tragic  eth- 
nic conflicts  in  the  Balkans  and  Central  Africa — international  broadcasting  is  on  the 
scene  to  serve  the  U.S.  national  interest  by  reporting  accurate,  balanced  news  on 
which  people's  lives  depend. 
In  the  past  year,  the  broadcasters  responded  to  crisis  situations  in: 
— China,  where  VOA  English  and  Mandarin  correspondents  provided  in-depth  and 
up-to-the  minute  coverage  from  Beijing  and  Taipei  on  Harry  Wu,  the  Taiwan 
elections,  and  the  Chinese  military  missile  tests  conducted  in  the  Taiwan 
Straits. 
— Cuba,  where  the  citizens  heard  on  Radio  and  TV  Marti  and  VOA  Spanish  about 
the  recent  banning  of  a  human  rights  conference  of  130  organizations  and  the 
jailing  of  many  of  its  leaders.  Radio  and  TV  Marti  increased  its  signal  strength 
and  saturation  in  response  to  the  subsequent  shooting  down  of  two  private  U.S. 
planes. 
— Russia,  where  the  importance  of  maintaining  RL's  and  VOA's  shortwave  capa- 
bility is  once  again  highlighted  during  the  period  culminating  with  the  presi- 
dential election  on  June  16.  Affiliates  have  been  harassed  allegedly  for  airing 
VOA    and    RL    programs.    The    Christian    Science    Monitor    recently    noted: 
"*  *  *  only  Yeltsin  and  Zyuganov  get  face  time  with  the  media.  Other  can- 
didates *  *  *  are  almost  entirely  ignored  by  the  national  media."  To  fill  this 
void,  RL  and  VOA  are  offering  extensive  and  balanced  coverage  of  election  is- 
sues and  candidates  throughout  the  country. 
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— The  Middle  East,  where  extremists  seek  to  promote  international  terrorism  and 
Radio  Iran's  external  service  promotes  anti-American  sentiments  by  broadcast- 
ing twice  as  many  hours  in  twice  as  many  languages  as  VOA.  International 
broadcasting  is  increasing  its  resources  and  its  audience  and  VOA  Arabic  and 
Farsi  services  are  responding  with  an  accurate  and  balanced  portrait  of  the  U.S. 

— Bosnia,  where  hate  radio  helped  to  foment  ethnic  hatred  and  warfare — leading 
to  terrible  destruction.  VOA  and  RFE/RL  reach  25  percent  of  the  population  in 
Bosnia's  four  largest  cities  with  news  and  information  weekly. 

— Central  Africa,  where  hate  radio  helped  to  create  the  genocide  in  Rwanda  and 
over  500,000  people  were  brutally  murdered,  VOA  was  credited  by  the  leader 
of  Human  Rights  Africa  with  providing  information  that  saved  lives.  The  NSC 
and  State  Department  have  asked  VOA  to  create  new  broadcast  services  to  help 
prevent  a  recurrence  of  this  genocide. 

— Haiti,  where  the  population,  striving  to  maintain  a  fragile  democracy,  hears  un- 
varnished news  and  information  on  VOA's  Creole  service,  which  has  been  in- 
strumental in  U.S.  Government  democracy-building  and  privatization  efforts  on 
the  island. 

Our  audience  is  listening  to  us  and  we  are  listening  to  our  audience. — As  the  lis- 
tening habits  of  our  audience  change,  we  are  maximizing  the  opportunities  to  reach 
them  at  the  relevant  times,  with  a  relevant  message,  and  on  the  relevant  media. 
As  shortwave  listenership  declines  in  some  parts  of  the  world,  we  have  greatly  ex- 

Eanded  our  network  to  reach  our  audiences  over  AM,  FM,  cable  networks,  direct 
roadcast  satellites,  and  the  Internet.  The  VOA  and  RFE/RL  have  over  1,300  affili- 
ates in  some  96  countries,  giving  U.S.  international  broadcasting  a  vast  and  almost 
unequaled  global  reach.  WORLDNET  television  reaches  millions  of  homes  every  day 
on  cable  systems  worldwide. 

International  broadcasting  is  constantly  improving  its  programming  to  meet  its 
audience's  needs.  This  includes  giving  the  audience  more  information  with  less  ef- 
fort because  survey  research  indicates  that  people  are  spending  less  time  looking 
for  sources  of  information.  We  have  also  introduced  innovative  call-in  programming, 
including  the  first  international  daily  call-in  show,  allowing  American  experts  and 
decision-makers  to  communicate  directly  with  our  audience. 

Recent  audience  surveys  indicate  very  promising  trends.  For  example,  the  BBC 
reports  that  more  than  16  percent  of  the  adults  in  Nigeria  regularly  listen  to  VOA, 
an  increase  of  50  percent  since  1989.  In  Haiti,  according  to  a  1995  USIA  survey, 
37  percent  of  the  adults  of  Port-au-Prince  and  Cap  Haitien  listen  to  VOA  at  least 
once  a  week.  This  is,  by  far,  the  largest  audience  for  any  international  broadcaster 
in  Haiti.  Most  recently,  the  largest  foreign  media  survey  ever  conducted  in  China 
shows  that  VOA  has  an  overall  weekly  audience  larger  than  BBC  and  considerably 
larger  than  that  of  Radio  Television  Hong  Kong  and  NHK  of  Japan.  The  VOA  Man- 
darin Service  alone  receives  over  4,000  letters  per  month. 

As  directed  by  Congress,  in  the  future,  we  will  devote  more  resources  than  ever 
on  research  to  stay  better  attuned  to  our  audience  needs.  Our  fiscal  year  1997  budg- 
et request  includes  an  enhancement  of  $1  million  dedicated  to  audience  research  de- 
signed to  define  our  audience  and  improve  our  programming. 

Looking  to  the  future. — New  digital  technology  will  virtually  redefine  broadcasting 
in  the  future.  The  conversion  to  digital  technology  is  well  underway  and  will  be  com- 
pleted by  2000.  The  use  of  affiliates,  direct  broadcasts  from  satellites,  and  the 
Internet  increases  our  flexibility.  The  VOA  gopher  site  on  the  Internet  has  been 
called  one  of  the  five  best  by  PC  World  Magazine.  The  VOA  World  Wide  Web  site 
(http://www.voa.gov/)  will  be  launched  shortly. 

The  U.S.  International  Broadcasting  Act  of  1994,  passed  with  bi-partisan  support, 
consolidated  all  international  broadcasting  under  the  BBG.  The  change  has  brought 
about  unprecedented  cooperation  between  the  broadcast  elements.  The  VOA  and 
RFE/RL  have,  for  the  first  time,  coordinated  their  schedules  so  that  they  are  not 
competing  for  the  same  listeners  at  the  same  times  of  the  day.  The  consolidation 
has  led  to  dramatic  reductions  in  VOA  and  RFE/RL  staff  and  programming  hours 
in  the  Eastern  Europe  and  the  former  Soviet  Union.  All  engineering  and  technical 
operations  of  the  IBB  and  RFE/RL  have  been  consolidated,  saving  tens  of  millions 
of  dollars.  The  VOA  and  WORLDNET  are  co-producing  programs,  such  as  a  call- 
in  show  in  Spanish,  a  talk  show  in  Arabic,  and  the  "Window  on  America"  program 
to  the  Ukraine.  Starting  this  summer,  the  Asia  Pacific  Network/Radio  Free  Asia, 
Inc.  will  provide  a  new  surrogate  service,  utilizing  existing  IBB  resources  wherever 
it  is  appropriate. 

More  than  any  other  foreign  affairs  agency,  the  U.S.  international  broadcasters 
have  taken  reorganization  seriously.  From  1994  to  1997,  while  the  U.S.  Government 
budget  has  grown  7  percent  and  the  International  Affairs  account  has  decreased  5 
percent,  international  broadcasting's  budget  has  decreased  25  percent. 
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We  are  striving  to  give  U.S.  taxpayers  the  most  efficient  international  broadcast- 
ing organization,  working  to  accomplish  our  Congressionally-mandated  mission.  At 
the  same  time,  we  are  striving  to  give  our  listeners  the  best  and  most  accessible 
programming  to  meets  their  informational  needs. 


[From  the  Los  Angeles  Times,  May  17,  1996] 

U.S.  Making  Radio  Waves  in  Mideast 

BROADCASTING:  POWERFUL  NEW  TRANSMITTER  IN  KUWAIT  IS  AIMED  AT  UNDERMINING 
IRAQ,  IRAN  REGIMES 

(By  Robin  Wright) 

WASHINGTON — The  United  States  will  power  up  a  new  tool  in  its  campaign  to 
undermine  the  regimes  in  Iran  and  Iraq  with  the  inauguration  today  of  a  radio 
transmitter  in  Kuwait  that  is  12  times  more  powerful  than  any  allowed  to  operate 
in  the  U.S. 

Economic  sanctions,  political  isolation  and  a  strong  U.S.  military  presence  in  the 
region  have  failed  to  significantly  alter  the  governments  in  either  Tehran  or  Bagh- 
dad. To  turn  up  the  heat,  the  United  States  is  now  trying  to  appeal  directly  to  local 
populations  to  promote  political  change. 

"Information  is  a  powerful  weapon,"  said  Geoffrey  Cowan,  director  of  the  Voice  of 
America  (VOA).  "It's  always  been  true  that  the  word  is  more  powerful  than  the 
sword. 

"So  if  getting  information  to  people  in  Iran  about  democracy  and  human  rights 
and  about  what's  happening  inside  their  country  and  in  the  world  makes  a  dif- 
ference politically,  then  this  will  be  a  transmitter  of  tremendous  importance,"  he 
said. 

The  600-kilowatt  transmitter  will  be  used  primarily  by  the  VOA.  It  will  beam  sig- 
nals as  far  as  Central  Asia,  the  Indian  subcontinent,  the  Persian  Gulf  and  the  east- 
ern Mediterranean,  making  U.S.  broadcasts  available  on  home  and  car  radios. 

The  biggest  impact  will  be  in  Iran  and  Iraq,  where  audiences  are  expected  to  ex- 
pand significantly  because  listeners  will  no  longer  need  shortwave  radios  to  pick  up 
American  broadcasts,  U.S.  officials  said.  Transmissions  will  be  impossible  to  jam. 

Iranian  broadcasts  currently  dominate  the  airwaves  in  the  region,  and  Washing- 
ton has  been  unable  to  counter  those  broadcasts,  largely  due  to  poor  access.  The  Ku- 
wait facility  marks  a  major  breakthrough,  because  governments  in  the  Persian  Gulf 
long  have  denied  U.S.  requests  to  build  such  a  medium-wave  relay  station. 

The  United  States  still  will  not  outgun  Iran.  The  Voice  of  the  Islamic  Republic 
of  Iran  has  13,500-kilowatt  transmitters  through  which  it  has  been  broadcasting  in 
21  languages — from  Arabic  to  Uzbek,  English  to  Russian — for  twice  as  many  hours 
as  the  United  States  broadcasts  to  the  West. 

In  contrast,  the  VOA  will  broadcast  from  Kuwait  in  six  languages,  mainly  Eng- 
lish, Arabic  and  Persian,  the  primary  language  of  Iran. 

Iran's  programming  has  long  been  considered  by  U.S.  and  Persian  Gulf  region  in- 
telligence services  to  be  a  primary  means  for  exporting  its  Islamic  message.  It  has 
a  wide  following,  particularly  among  Shiite  Muslims  in  the  Arabian  Peninsula,  Iraq, 
Lebanon,  and  Persian-speakers  in  Central  Asia. 

Alarm  about  Tehran's  capabilities  led  Sen.  Alfonse  M.  D'Amato  (R-N.Y.)  to  intro- 
duce legislation  last  year  to  establish  Radio  Free  Iran  as  a  counterpart  to  Radio 
Free  Europe.  The  bill,  now  being  reworked,  calls  for  broadcasts  largely  of  political 
news  about  Iran  and  the  outside  world. 

Kuwait's  decision  to  allow  the  transmitter  is  widely  seen  as  a  payoff  for  U.S.  lead- 
ership during  the  1991  Persian  Gulf  War  that  liberated  Kuwait  from  Iraqi  occupa- 
tion. But  Kuwait  is  still  uncomfortable  about  the  U.S.  facility,  U.S.  officials  said. 

The  VOA  has  a  significant  audience  in  Iran,  where  at  least  11  percent  of  the  64.7 
million  population  listens  regularly,  according  to  a  1994  survey  conducted  for  the 
U.S.  Information  Agency. 

The  VOA  is  also  the  primary  foreign  news  source  in  Iraq,  where  up  to  20  percent 
of  Iraqis  are  believed  to  listen  frequently,  according  to  Mohammed  Ghuneim,  direc- 
tor of  the  VOA  Arabic  Service.  Over  the  past  year,  the  VOA  has  significantly  in- 
creased coverage  of  the  Iraqi  opposition,  especially  since  a  new  movement  was 
launched  in  neighboring  Jordan. 

"At  the  VOA,  our  aim  is  not  to  oust  a  regime,"  Ghuneim  said.  "But  we  want  to 
make  people  aware  of  what  is  going  on,  and  then  it's  up  to  them  to  change  their 
own  systems." 
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Iraq's  regional  broadcast  capability  and  its  1,000-kilowatt  transmitter  were  seri- 
ously damaged  during  the  Gulf  War.  But  Baghdad  recently  has  begun  to  rebuild, 
Ghuneim  said. 


[From  the  Wall  Street  Journal,  May  28,  1996] 

A  Free  Voice 

A  voice  of  liberty  has  gone  silent.  Willis  Conover,  the  Voice  of  America  disc  jockey 
who  broadcast  jazz  to  30  million  regular  listeners  in  Eastern  Europe  and  the  Soviet 
Union  during  the  Cold  War,  died  a  fortnight  ago.  But  about  the  same  time,  the  VOA 
turned  on  its  newest  radio  transmitter,  in  Kuwait.  Twelve  times  more  powerful  than 
any  broadcast  station  in  the  United  States,  it  will  prove  an  invaluable  source  of  un- 
censored  information  for  the  oppressed  peoples  of  Iraq  and  Iran.  And  if  they're 
lucky,  they'll  also  be  treated  to  a  little  bit  of  what  Mr.  Conover  called  "the  music 
of  freedom"  as  well. 

Thanks  to  the  new  600-kilowatt  transmitter,  such  "decadence" — as  Iranian  fun- 
damentalists call  Western  music — will  be  available  to  listeners  as  far  away  as  India 
and  Central  Asia  on  normal  home  and  car  radios,  and  will  be  impossible  to  jam. 
Even  though  American  broadcasts  in  the  region  have  till  now  been  restricted  to 
shortwave  radio,  their  impact  has  been  tremendous.  An  estimated  20  percent  of  all 
Iraqis  listen  frequently  to  the  VOA's  Arabic  Service,  which  might  explain  the  instan- 
taneous and  widespread,  although  ultimately  fruitless,  response  to  George  Bush's 
call  for  a  popular  uprising  against  Suddam  Hussein  at  the  height  of  the  Gulf  War. 
And  a  1994  survey  showed  that  about  11  percent  of  Iran's  nearly  65  million  citizens 
listen  regularly  as  well. 

Not  surprisingly,  then,  Iran  isn't  happy  about  this  development.  Yesterday  the 
Tehran  daily  Jomhuri  Islami  newspaper  called  for  a  war  of  the  airwaves  with  Ku- 
wait for  allowing  the  construction  of  the  transmitter.  "Installation  of  the  transmitter 
should  be  regarded  as  a  kind  of  collaboration  by  this  skeikdom  with  the  United 
States  in  pursuit  of  its  hostility  against  the  Islamic  Republic,"  it  said,  suggesting 
the  creation  of  a  radio  station  in  southern  Iran  for  use  by  Kuwaiti  dissidents. 

Iran,  however,  doesn't  need  a  new  transmitter  for  its  campaign  of  disinformation. 
The  American  station  is  dwarfed  by  the  Voice  of  the  Islamic  Republic  of  Iran,  which 
transmits  with  more  than  twice  as  much  power  and  in  21  languages  including 
Uzbek,  English  and  Russian. 

What  the  Iranians  must  fear,  then,  is  not  the  power  of  the  broadcast,  but  the 
power  of  the  message.  And  they  must  know  as  well  that  the  American  faith  in  free- 
dom of  speech  and  the  press  has  sustained  it  in  wars  against  the  two  most  powerful 
totalitarian-propagandist  states  the  world  has  ever  known.  As  VOA  director  Geof- 
frey Cowan  put  it,  "It's  always  been  true  that  the  word  is  more  powerful  than  the 
sword." 

Unfortunately,  it  has  also  always  been  true  that  despite  their  minuscule  costs  (all 
U.S.  sponsored  broadcasting,  including  VOA,  Radio  Free  Europe/Radio  Liberty, 
Radio  Marti  for  Cuba,  and  some  television  stations,  will  cost  a  total  of  $365  million 
in  1997,  down  from  $487  million  in  1994),  America's  radios  have  been  easy  targets 
for  would-be  budget  cutters.  They  have  virtually  no  domestic  constituency,  their  ef- 
fectiveness is  difficult  to  measure  and  it  is  argued  that  their  importance  has  dimin- 
ished since  the  end  of  the  Cold  War.  Not  so.  Russia  and  some  of  the  states  of  East- 
ern and  Central  Europe  are  still  not  firmly  in  democratic  hands,  and  people  from 
Cuba  to  North  Korea  and  China  to  the  Middle  East  still  have  no  other  reliable 
source  of  information. 

As  much  as  ever,  the  U.S.  needs  the  moral  courage  to  declare,  as  Margaret 
Thatcher  so  eloquently  put  it  10  days  ago  in  Prague,  that  "the  advance  of  American 
interests  in  particular,  and  the  West's  in  general,  have  been  more  or  less  synony- 
mous with  the  advance  of  liberty."  During  an  era  in  which  America's  official  dip- 
lomats seem  to  be  getting  pushed  around  from  Damascus  to  Beijing,  continued  sup- 
port for  the  radios  may  be  the  cheapest  and  most  reliable  way  to  send  liberty's  mes- 
sage. 

Mr.  Burke.  But  if  I  could  just  say,  there  is  one  thing  I  think  that 
the  Board  washes  me  to  express,  since  this  is  an  Appropriations 
Committee.  Each  one  of  us  on  the  Board  has  had  either  entre- 
preneurial or  corporate  activities,  and  still  do  in  our  private  lives, 
and  we  are  taken  with  the  downsizing  that  has  taken  place. 
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The  budget  that  we  are  asking  for  in  fiscal  year  1997  is  25  per- 
cent lower  than  the  budget  we  had  in  1994.  One  thousand  five  hun- 
dred employees  are  on  the  street.  They  are  gone.  The  number  of 
direct  broadcasting  hours  is  down  by  somewhere  just  over  400. 
Great  sacrifices  have  been  made.  The  budget  of  international 
broadcasting,  even  though  it  only  represents  2.3  percent  of  the  for- 
eign affairs  budget,  is  down  25  percent. 

Now,  we  have  had  experiences  in  our  own  private  lives  with 
what  happens  to  organizations  when  they  go  through  situations 
like  this.  There  can  be  great  demoralization.  I  must  say  that  it  has 
been  difficult  for  the  International  Broadcasting  Bureau  with  the 
kind  of  cuts  that  they  have  taken,  but  there  is  not  the  demoraliza- 
tion you  would  expect  or  that  I  would  have  expected  to  see  in  the 
private  sector.  These  are  people  who  are  really  rather  dedicated  to 
what  they  do.  VOA  alone  broadcasts  24  hours  a  day,  7  days  a  week, 
in  47  different  languages.  Overall,  international  broadcasting  has 
an  estimated  audience  of  140  million  people. 

PREPARED  STATEMENT 

That  is  an  important  function  that  is  performed  for  practically  no 
dollars  relative  to  the  overall  foreign  affairs  budget.  So  our  request 
this  year  is  flat  with  last  year.  All  we  are  asking  for  is  that  we  can 
hold  it  there  so  this  Bureau  can  stop  reeling  and  hold  onto  itself 
and  see  if  we  can  get  ourselves  back  on  an  even  keel. 

[The  statement  follows:] 

Prepared  Statement  of  David  W.  Burke 

Mr.  Chairman,  members  of  the  Subcommittee,  I'm  pleased  to  be  here  today,  par- 
ticularly because  this  is  the  first  time  the  Broadcasting  Board  of  Governors  has  had 
a  chance  to  testify  before  the  Senate  since  it  was  confirmed.  I  am  pleased  to  be  here 
with  my  colleague,  Tom  Korologos,  whose  presence  here  underlines  the  bi-partisan 
nature  of  this  Board. 

Since  the  BBG  was  confirmed,  in  August  of  1995,  we  have  worked  aggressively 
to  implement  the  provisions  of  the  International  Broadcasting  Act  of  1994,  which 
has  resulted  in  a  dramatic  decrease  in  international  broadcasting,  the  re-focusing 
of  the  mission,  and  the  creation  of  Radio  Free  Asia/Asian  Pacific  Network,  a  new 
grantee  entity  designed  to  broadcast  several  languages  to  East  Asia. 

U.S.  international  broadcasting  has  a  long  and  respected  history.  We  have  also 
accomplished,  through  consolidation,  downsizing,  and  careful  redeployment  of  re- 
sources, the  necessary  changes  to  meet  the  new  challenges  in  carrying  forward  our 
vital  mission.  American  international  broadcasting  began  in  1942  to  combat  fascist 
propaganda.  From  the  beginning,  our  mission  has  been  to  tell  the  truth  to  the 
world.  We  believed  then,  and  we  believe  today  that  credibility  is  our  most  important 
asset,  and  that,  over  the  long  haul,  the  truth  as  heard  and  seen  on  international 
broadcasting  is  critical  to  U.S.  foreign  policy.  International  broadcasting  is  essential 
in  places  as  diverse  as  China,  Cuba,  Bosnia,  Central  Africa,  and  Iran. 

The  U.S.  International  Broadcasting  Act  of  1994  reaffirmed  the  importance  of  our 
mission:  contributing  to  international  peace  and  stability;  advancing  the  goals  of 
United  States  foreign  policy;  and  supporting  freedom  and  democracy  in  a  rapidly 
changing  international  environment.  The  International  Broadcasting  Act  also  cre- 
ated the  Broadcasting  Board  of  Governors  to  guide  and  direct  all  the  broadcast  serv- 
ices and  established  the  framework  for  consolidating  all  U.S.  non-military  inter- 
national broadcasting. 

The  consolidation  has  brought  about  unprecedented  cooperation  between  the 
broadcast  elements.  The  Voice  of  America  and  Radio  Free  Europe/Radio  Liberty,  Inc. 
have,  for  the  first  time,  coordinated  their  schedules  so  that  they  are  not  competing 
for  the  same  listeners  at  the  same  times  of  the  day.  Just  recently,  VOA  and  Radio 
Liberty  broadcast  a  joint  bridge  from  Russia  on  the  nuclear  arms  conference.  The 
VOA  and  WORLDNET  are  co-producing  programs,  such  as  a  call-in  show  in  Span- 
ish, a  talk  show  in  Arabic,  and  the  Window  on  America  program  to  the  Ukraine. 
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Starting  this  summer,  the  Asia  Pacific  Network/Radio  Free  Asia,  Inc.  will  provide 
a  new  surrogate  service,  utilizing  existing  IBB  resources  wherever  it  is  appropriate. 
The  consolidation  has  resulted  in  dramatic  reductions;  we  have  saved  over  $400 
million  during  the  period  1994-1997,  including  annual  operational  savings  of  $30 
million  from  the  consolidation  of  VOA  and  RFE/RL  engineering.  We  have  reduced 
our  staff  by  1,496  positions  or  31  percent.  We  have  cut  over  400  direct  broadcast 
programming  hours  via  IBB-owned  or  leased  shortwave/medium  wave  transmitters 
per  week,  particularly  to  Eastern  Europe  and  the  former  Soviet  Union.  We  have  also 
closed — or  are  closing — five  relay  stations,  closed  news  bureaus,  and  reduced  fund- 
ing for  travel  and  the  number  of  stringers.  Our  1997  request  of  $365  million  is  25 
percent  lower  than  the  1994  appropriation  of  $487  million. 

These  deep  cuts  have  not  been  painless,  and  it  will  be  extremely  difficult  to  ab- 
sorb additional  reductions  without  sacrificing  our  ability  to  meet  our  vital  mission. 
This  is  where  we  have  been.  Now  I  would  like  to  talk  about  our  future  challenges. 
We  have  refocused  our  mission  and  redirected  our  resources  away  from  Cold  War 
priorities  to  East  Asia,  Africa,  and  the  Middle  East. 
— International  broadcasting,  with  the  1995  funding  approved  by  Congress  for 

VOA,  enhanced  programming  to  East  Asia. 
— The  newly-established  Asia  Pacific  Network/Radio  Free  Asia  will  allow  us  to  in- 
crease our  role  throughout  the  East  Asia  region.  The  BBG  submitted  the  estab- 
lishment and  operation  plan  for  APN/RFA  to  Congress  in  November  1995  and 
recently  selected  a  president.  APN/RFA  is  expected  to  be  on  the  air  by  mid-sum- 
mer. 
— Our  Kuwait  relay  station  with  a  600kW  transmitter  began  operations  on  May 
17.  This  AM  transmitter  is  twelve  times  more  powerful  than  the  largest  AM 
station  in  the  U.S. 
— In  Africa,  VOA  has  reconfigured  the  Amharic  Service  to  include  Oromigna  and 
Tigrigna,  and  with  funding  assistance  from  USAID,  began  an  enhanced  daily 
Portuguese  broadcast  to  Angola. 
Recent  programming  highlights  include: 

— VOA  English  and  Mandarin  correspondents  provided  in-depth  and  up-to-the 
minute  coverage  from  Beijing  and  Taipei  on  Harry  Wu,  the  Taiwan  elections, 
and  the  Chinese  military  missile  tests  conducted  in  the  Taiwan  Straits. 
— Cuban  citizens  heard  on  Radio  Marti  and  VOA  Spanish  about  the  recent  ban- 
ning of  a  human  rights  conference  of  130  organizations  and  the  jailing  of  many 
of  its  leaders.  Radio  Marti  increased  its  signal  strength  and  saturation  in  re- 
sponse to  the  subsequent  shooting  down  of  two  private  U.S.  planes. 
— In  the  Middle  East,  extremists  seek  to  promote  international  terrorism  and 
Radio  Iran's  external  service  promotes  anti-American  sentiments  by  broadcast- 
ing twice  as  many  hours  in  twice  as  many  languages  as  VOA.  International 
broadcasting  is  increasing  its  resources  and  its  audience  and  VOA  Arabic  and 
Farsi  services  are  responding  with  an  accurate  and  balanced  portrait  of  the  U.S. 
— VOA  and  RFE/RL  reach  25  percent  of  the  population  in  Bosnia's  four  largest 
cities  with  news  and  information  weekly  where  hate  radio  helped  to  foment  eth- 
nic hatred  and  warfare — leading  to  terrible  destruction. 
— In  Central  Africa,  where  hate  radio  helped  to  create  the  genocide  in  Rwanda 
and  over  500,000  people  were  brutally  murdered,  VOA  was  credited  by  the  lead- 
er of  Human  Rights  Africa  with  providing  information  that  saved  lives.  The 
NSC  and  State  Department  have  asked  VOA  to  create  new  broadcast  services 
to  help  prevent  a  recurrence  of  this  genocide. 
— In  Haiti,  where  the  population,  striving  to  maintain  a  fragile  democracy,  hears 
unvarnished  news  and  information  on  VOA's  Creole  service,  which  has  been  in- 
strumental in  U.S.  Government  democracy-building  and  privatization  efforts  on 
the  island. 
— A  WORLDNET  and  VOA  simulcast,  Conversemos  En  Esta  Noche,  is  a  live 
weekly  call-in  show  designed  to  provide  information  on  the  U.S.  to  Latin  Amer- 
ican TV  viewers  and  radio  listeners. 
We  are  delivering  our  programming  in  a  variety  media  to  meet  the  needs  of  our 
audience.  We  are  changing  our  transmitting  structure  to  build  a  world-wide  affiliate 
network.  International  broadcasting  now  includes  AM,  FM,  cable  networks,  direct 
broadcast  satellites,  and  the  Internet.  The  VOA  and  RFE/RL  have  over  1,300  affili- 
ates in  some  96  countries  and  WORLDNET  television  reaches  millions  of  homes 
every  day  on  cable  systems  worldwide.  U.S.  international  broadcasting  has  a  vast 
and  almost  unequaled  global  reach. 

We  are  also  listening  more  closely  to  our  audience.  This  includes  giving  the  audi- 
ence more  information  with  less  effort  because  survey  research  indicates  that  people 
are  spending  less  time  looking  for  sources  of  information.  We  have  also  introduced 
innovative  call-in  programming,  including  the  first  international  daily  call-in  show, 
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allowing  American  experts  and  decision-makers  to  communicate  with  our  audience 
directly.  And  this  has  paid  off— recent  audience  surveys  indicate  very  promising 
trends. 

In  Haiti,  VOA  has,  by  far,  the  largest  audience  for  any  international  broadcaster 
in  Haiti.  In  Nigeria,  VOA  English  has  an  audience  share  of  16  percent  and  9  per- 
cent of  the  adults  listen  to  VOA  Hausa.  In  Ethiopia,  a  1995  BBC  survey  showed 
VOA's  listening  rate  to  be  20  percent  of  the  adult  population,  more  than  double  that 
of  its  closest  competitor.  And  thanks  to  affiliates,  VOA  enjoy  audiences  of  up  to  30 
percent  of  the  adult  population  in  six  francophone  nations — Mali,  Senegal,  Burkina 
Faso,  Madagascar,  Mauritius,  and  Niger.  Most  recently,  the  largest  foreign  media 
survey  ever  conducted  in  China  shows  that  VOA  has  an  overall  weekly  audience 
larger  than  BBC's  and  considerably  larger  than  that  of  Radio  Television  Hong  Kong 
and  NHK  of  Japan. 

We  will  devote  more  resources  to  stay  better  attuned  to  our  audience  needs.  Our 
fiscal  year  1997  budget  request  includes  an  enhancement  of  $1  million  dedicated  to 
audience  research  designed  to  define  our  audience  and  improve  our  programming. 

We  have  been  heartened  by  recent  domestic  editorial  support  and  audience  mail 
from  abroad.  Our  listeners  believe  we  serve  a  vital  purpose  and  often  let  us  know 
the  impact  we  have  had  on  their  lives.  The  leader  of  Human  Rights  Africa  wrote 
"during  the  genocide  in  Rwanda,  the  Voice  of  America  provided  information  that  ac- 
tually saved  lives." 

The  Charge  d'Affaires  from  the  Embassy  of  Rwanda  said,  "Without  VOA's  cov- 
erage of  Rwanda,  no  matter  how  small  or  sporadic,  the  world  would  have  been  made 
to  believe  that  no  genocide  was  taking  place  in  Rwanda.  Rwanda  is  now  recovering 
steadily.  We  hope  that  VOA  can  let  the  world  know  this,  too.  We  appreciate  your 
service." 

A  listener  from  Pakistan  wrote,  "The  Pakistani  radio  and  television  have  been 
under  government  control  from  the  very  beginning.  To  expect  any  objectivity  from 
them  in  news  reporting  is  futile  (it  is  like  expecting  milk  from  a  bull).  Therefore, 
to  get  the  correct  picture,  we  turn  to  the  Voice  of  America.  We  listen  to  you  out  of 
necessity  and  you  do  us  a  great  favor  by  objective  reporting  and  by  putting  together 
your  program  with  such  dedication  and  professional  expertise." 

Another  listener  from  Poland  said,  "Every  morning  I  work  out  for  half  an  hour. 
I  warm  up  listening  to  the  morning  news  on  Radio  Alex  at  6:30,  rebroadcast  from 
Washington.  It  is  very  reassuring  to  hear  your  signal  and  to  know  that  none  of  what 
I  am  hearing  was  manipulated  by  those  corrupt  and  ever  quarreling  politicians  in 
Warsaw." 

So  we  know  we  are  making  a  difference. 

Mr.  Chairman,  a  few  words  about  our  budget  request  for  fiscal  year  1997. 

The  request  for  the  International  Broadcasting  Operations  appropriation  totals 
$365  million.  This  represents  a  small  increase — $1.7  million,  or  less  than  one-half 
percent — over  the  1996  planned  operating  level.  It  also  represents  a  25  percent  de- 
crease from  the  1994  level. 

The  request  for  the  Radio  Construction  appropriation  totals  $39  million.  This  will 
allow  us  to  continue  the  essential  conversion  to  digitalization  of  our  broadcasting 
facilities,  as  well  as  the  construction  of  a  new  broadcasting  site  in  the  Northern 
Marianas  Islands — an  essential  link  in  our  ability  to  broadcast  to  the  Far  East. 

We  believe  the  enactment  of  this  request  will  allow  us  to  stabilize  our  program- 
ming after  the  significant  downsizing  we  have  experienced  with  the  consolidation 
of  international  broadcasting.  Mr.  Chairman,  we  are  very  aware  of  the  strong  sup- 
port this  Subcommittee  has  shown  international  broadcasting,  especially  in  this  ex- 
tremely difficult  fiscal  climate.  We  appreciate  it  greatly. 

This  concludes  my  statement;  I  would  be  glad  to  answer  any  questions  the  Sub- 
committee may  have. 

BROADCASTING  OF  INFORMATION — FOCUS  ON  TERRORIST  STATES 

Senator  Gregg.  I  appreciate  that,  and  I  presume  this  committee 
is  going  to  be  very  sympathetic  to  that  approach. 

I  would  just  make  two  comments  and  then  I  have  to  go  vote 
again.  First,  it  seems  to  me  that  as  your  Board  is  meeting,  and  it 
is  certainly  a  high-caliber  Board,  that  you  may  want  to  consider 
the  implication  of  America's  need  to  refocus  its  information  on 
what  is  the  potential  threat  to  the  United  States  today,  which  is 
the  terrorist  state.  Clearly,  there  are  some  countries  in  this  world 
that  fall  into  that  category. 
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There  is  no  longer  a  monolith  out  there  called  the  Soviet  bloc, 
but  there  are  a  variety  of  different  governments  which  are  basically 
promoting  state-sponsored  terrorism  and  information  is  denied  to 
their  citizenry.  You  hold  a  unique  opportunity  to  inform  them,  as 
I  know  you  appreciate  all  that.  I  am  talking  to  the  choir,  I  am  sure. 
In  any  event,  let  me  reinforce  my  support  for  that  direction. 

I  also  appreciate  the  decision  that  you  made  on  Cuba  and  the  de- 
cision that  you  made  on  broadcasting  activity  down  in  Miami, 
which  I  think  is  a  good  decision  and  a  positive  one. 

Since  there  are  only  about  5  minutes  left  on  my  vote,  unless 
there  is  something  else  you  want  to  take  up,  I  think  you  folks  have 
done  a  good  job  of  managing  your  agency  during  very  difficult 
times  and  downsizing  it.  We  appreciate  that  effort.  Congress  appre- 
ciates the  fact  that  you  have  been  willing  to  go  forward  with  fewer 
funds  and  fewer  resources  and  do  it  in  a  very  positive  way.  We  ad- 
mire your  efforts  in  that  area. 

Is  there  any  other  issue  you  want  to  put  on  the  record? 

USG'S  CONTINUING  ROLE  IN  INTERNATIONAL  EXCHANGES 

Mr.  Duffey.  I  think  Mr.  Loiello  wrote  a  letter  yesterday  just 
with  respect  to  changes  that  we  see  in  the  area  of  exchanges.  I 
would  like  to  ask  if  I  could  enter  that  into  the  record. 

Senator  Gregg.  Certainly. 

[The  information  follows:! 

Letter  From  John  P.  Loiello 

United  States  Information  Agency, 

Washington,  D.C.,  May  22,  1996. 
The  Honorable  Judd  Gregg, 

Chairman,  Subcommittee  on  Commerce,  Justice,  State,  The  Judiciary  and  Related 
Agencies,  Committee  on  Appropriations,  United  States  Senate. 

Dear  Mr.  Chairman:  There  has  been  much  discussion  recently,  in  Congress  and 
elsewhere,  concerning  the  U.S.  Government's  continuing  role  in  international  ex- 
changes and  training  in  the  post-Cold  War  era. 

In  anticipation  of  Director  Duffey's  appearance  before  the  Commerce-Justice-State 
Subcommittee  of  the  Senate  Appropriations  Committee,  I  would  like  briefly  to  ad- 
dress this  issue.  In  our  view,  the  end  of  the  Cold  War,  and  a  changed  domestic  envi- 
ronment, not  only  enhance  the  rationale  and  relevance  of  government  involvement 
but  prompt  a  reexamination  of  the  purpose,  as  well  as  the  character  and  nature  of 
government's  involvement  in  this  arena. 

Proliferating  political  and  cultural  forces  will  challenge  us  in  the  21st  century. 
America's  security  and  prosperity  require  that  we  are  able  to  understand  and  inter- 
act with  increasing  global  diversity.  Through  the  Fulbright,  International  Visitor 
and  other  programs  started  in  the  1940's,  our  exchanges  helped  to  shape  the  post- 
World  War  II  realities  and  to  develop  our  relationships  with  former  adversaries,  tra- 
ditional allies  and  many  new  independent  nations.  Today  we  have  an  opportunity 
to  shape  and  influence  the  aftermath  of  the  Cold  War.  Exchange  and  international 
training  programs  are  indispensable  foreign  policy  instruments  which  will  continue 
to  link  America  and  a  volatile,  unpredictable  world. 

But  the  compelling  global  mandate  for  exchanges  is  reinforced  by  the  rapidly 
changing  domestic  environment.  In  Foreign  Affairs  two  years  ago,  Michael  Clough 
described  the  "fresh  constellation  of  United  States  domestic  forces"  in  foreign  policy: 
the  emergence  of  a  globalized  economy,  the  regionalization  of  foreign  policy  making, 
the  impact  of  ethnicity  on  policy  and  the  rise  of  powerful  global  issue  groups. 

This  "globalization  of  American  society"  is  by  its  nature  empowering.  It  increases 
the  incentives,  and  opportunities,  for  individuals  as  well  as  local,  state,  and  regional 
institutions  to  become  more  involved,  meaningful  actors,  in  world  affairs.  Notwith- 
standing the  media's  assertion  that  the  American  people  are  not  interested  or  are 
less  engaged  in  foreign  affairs,  examples  abound  which  give  the  lie  to  that  assertion. 


650 

USIA  considers  this  an  exciting  challenge,  one  which  calls  on  government  to  play 
a  new  and  different  role  within  the  constraints  of  limited  resources — one  which  en- 
courages and  energizes  the  initiatives  of  domestic  and  regional  actors  and  improves 
the  security  and  welfare  of  all.  This  challenge  also  provides  us  with  an  unparalleled 
opportunity  to  recognize  our  particular  strengths,  and  to  renew  and  build  upon 
them.  And  one  of  our  greatest  strengths  lies  in  the  soundness  of  the  view  that  gov- 
ernments are  not  the  only  master-builders  of  connections  and  bridges  between  peo- 
ples; on  the  contrary,  there  are  millions  of  architects. 

This  new  environment,  both  domestic  and  international,  demands  a  refined  and 
revitalized  leadership  in  the  arena  of  international  exchanges  and  training,  one 
which  energizes  and  focuses  public  and  private  resources,  in  the  national  interest. 

USIA  and  the  Bureau  of  Educational  and  Cultural  Affairs  work  in  partnership 
with  more  than  a  thousand  organizations  which  run  the  gamut  of  human  endeavor. 
In  response  to  the  changed  environment,  we  have  expanded  these  partnerships, 
built  on  existing  networks  and  together  created  new  ones  in  the  context  of  foreign 
policy  goals.  We  have  streamlined  our  existing  programs  and  enhanced  our  ability 
to  respond  quickly  and  effectively  to  special  needs.  We  have  developed  new  partner- 
ships which  respond  to  the  new  dynamic  at  work,  including  the  development  of  free 
markets  and  our  economic  security. 

In  an  age  of  diminishing  or  static  resources,  and  the  increasing  number  of  de- 
mands competing  for  those  resources,  neither  government  nor  the  private  sector  can 
address  its  objectives  in  isolation.  Nor  any  more,  should  they  seek  to  do  so.  With 
the  private  sector,  both  here  and  abroad,  a  new  paradigm  of  partnership  is  evolving 
with  USIA  which  examines  commonalities  of  interest  and  snared  goals.  Society  is 
well  served  when  corporations,  foundations,  non-profits,  and  government  syner- 
gistically  support  the  interests  of  each  sector.  In  the  new  view,  mixed  motives  serve 
the  public  interest  just  fine,  so  long  as  they  produce  good  results. 

And  so,  the  U.S.  Government  and  USIA's  role  in  exchanges  and  international 
training  in  the  post-Cold  War  era  is  quite  simply  as  a  focuser  and  leverager,  as  well 
as  a  provider  of  resources;  a  catalyst  and  facilitator,  as  well  as  a  funder.  As  such, 
we  can  accomplish  our  goals  as  well  as  help  the  private  sector  do  its  job  better.  The 
nation  benefits  from  both.  And  the  increasingly  "empowered"  American  public  de- 
mands no  less. 
Sincerely, 

John  P.  Loiello, 
Associate  Director. 

CONCLUSION  OF  HEARINGS 

Senator  GREGG.  I  thank  you  very  much.  Due  to  the  good  fortune 
of  all  of  these  votes,  we  are  going  to  cut  this  hearing  off  and  give 
you  a  break.  Thank  you  very  much. 

[Whereupon,  at  3:01  p.m.,  Thursday,  May  23,  the  hearings  were 
concluded,  and  the  subcommittee  was  recessed,  to  reconvene  sub- 
ject to  the  call  of  the  Chair.] 
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U.S.  Senate, 
Subcommittee  of  the  Committee  on  Appropriations, 

Washington,  DC. 

RELATED  AGENCIES  AND  NONDEPARTMENTAL  WITNESSES 

[Clerk's  note. — Due  to  the  subcommittee's  schedule,  related 
agencies  witnesses  were  unable  to  testify,  therefore,  their  state- 
ments and  those  of  nondepartmental  witnesses  were  submitted, 
and  by  direction  of  the  chairman  will  be  included  in  the  record.] 

RELATED  AGENCIES 

LEGAL  SERVICES  CORPORATION 

PREPARED  STATEMENT  OF  DOUGLAS  S.  EAKELEY,  CHAIRMAN, 
BOARD  OF  DIRECTORS 

The  Legal  Services  Corporation  welcomes  this  opportunity  to  make  the  case  for  its 
mission,  its  effectiveness  and  its  efficiency,  and  to  address  concerns  that  have  been  raised 
about  the  program.  This  written  testimony  supports  and  updates  the  material  submitted  to  the 
Subcommittee  earlier  this  spring  in  our  FY  1997  Budget  Request. 

The  foundation  of  our  FY  1997  Budget  Request  and  our  testimony  today  is  our  belief 
that  the  functions  performed  by  the  Corporation  are  essential  to  the  well-being  of  our  nation 
and  that  the  present  Legal  Services  deliver.'  system  is  worthy  of  preservation. 

The  principle  of  "Equal  Justice  Under  Law;"  is  fundamental  to  our  system  of 
government,  and  all  Americans  have  a  stake  in  securing  respect  for  the  rule  of  law.  which 
cannot  be  elicited  unless  the  judicial  system  is  both  just  and  accessible  to  all  citizens. 
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The  Basic  Structure  of  the  Legal  Services  Delivery  System  Should  be  Preserved 

We  recognize  that  the  Congress  is  looking  closely  at  the  funding  and  structure  of  all 
government  programs  to  determine  whether  their  functions  could  be  performed  more 
effectively  through  changes  in  structure  or  methods  of  delivery. 

We  would  like  to  begin  by  pointing  out  that  the  present  structure  of  the  Legal 
Services  Corporation  already  embodies  many  of  the  principles  that  are  being  used  to  guide 
the  "reinvention"  of  government  programs:  local  control,  public-private  partnership, 
promotion  of  volunteerism,  accountability  to  the  taxpayers,  elimination  of  layers  of 
bureaucracy  and  unnecessary  paperwork,  and  an  emphasis  on  efficiency  and  effectiveness: 

•  In  our  FY  1997  Budget  Proposal,  as  in  the  past,  fully  97  percent  of  the 
Corporation's  budget  goes  directly  to  local  programs  that  provide  legal  services  to  the  poor, 
with  only  three  percent  going  to  the  Corporation's  centralized  oversight,  management  and 
disbursement  functions. 

•  For  the  size  of  its  appropriation,  the  Corporation's  staff  is  extraordinarily  small:  in 
our  Budget  Proposal  we  seek  a  staff  of  86,  including  16  in  the  Office  of  the  Inspector 
General,  to  administer  and  oversee  the  entire  Legal  Services  delivery  system. 

•  Decisions  about  the  allocation  of  legal  services  are  made  not  by  a  bureaucracy  in 
Washington  but  locally,  by  the  Boards  of  Directors  of  independent,  locally  incorporated 
Legal  Services  programs,  the  majority  of  whose  members  are  appointed  by  local  bar 
associations. 

•  Services  are  provided  not  by  government  lawyers,  but  by  attorneys  hired  in  their 
local  communities,  working  in  independent,  private,  nonprofit  corporations,  who  are  paid  far 
less  than  their  counterparts  in  either  the  public  or  the  private  sector. 

•  Local  programs  build  upon  their  grants  from  LSC  with  funding  from  additional 
sources,  including  state  and  local  governments,  the  private  bar.  other  private  contributors  and 
other  federal  agencies. 
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•  Local  Legal  Services  programs  further  leverage  federal  funds  through  pro  bono 
programs  that  involve  private  attorneys  in  the  delivery  of  legal  services  for  the  poor.  Basic 
field  programs  are  required  to  devote  an  amount  equal  to  one-eighth  of  their  LSC  grants  to 
private  attorney  involvement.  More  than  130,000  lawyers  are  registered  as  volunteer 
attorneys  in  organized  pro  bono  programs.  In  recent  years  they  have  been  handling 
approximately  a  quarter  of  a  million  cases  per  year. 

Moreover,  at  a  time  when  Americans  are  concerned  about  the  increasing  litigiousness 
of  our  society,  the  Legal  Services  deliver}'  system  offers  a  model  of  efficient  resolution  of 
disputes  and  avoidance  of  unnecessary  litigation. 

Most  Legal  Services  cases  are  resolved  through  advice,  brief  services,  administrative 
proceedings,  or  negotiated  settlements.  A  number  of  programs  have  found  that  they  can 
resolve  cases  of  this  type  very  efficiently  through  the  use  of  Hotlines,  systems  in  which 
interviews  are  done  over  the  telephone  and  all  records  are  kept  on  computers.  Eliminating 
the  cost  of  the  face-to-face  interviews  and  paper  records  means  that  these  services  can  be 
provided  far  more  rapidly  and  cheaply. 

Contrary  to  the  general  image  of  lawyers  as  unduly  litigious,  only  eight  percent  of 
Legal  Services  cases  are  resolved  through  litigation,  and  the  majority  of  these  are  family  lavy 
cases  that  by  law  must  be  decided  by  a  court.  Instead,  legal  services  lawyers  find  other,  more 
efficient  ways  to  solve  problems  for  their  clients.  The  tremendous  pressure  they  are  under 
because  of  the  need  for  their  services  makes  them  very  aware  that  they  must  use  their 
resources  wisely.  Litigation  involving  welfare  programs,  which  has  been  the  subject  of 
controversy,  has  represented  less  than  two-tenths  of  one  percent  of  all  Legal  Services  cases. 

The  vast  majority  of  cases  handled  by  local  programs  are  non-controversial, 
individual  cases  arising  out  of  the  everyday  problems  of  the  poor.   Although  they  are 
sometimes  referred  to  as  "routine,"  such  cases  often  represent  matters  of  crisis  for 
individual  clients  and  their  families.   The  possible  consequences  may  be  as  serious  as  the 
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loss  of  a  family's  home  or  its  only  source  of  income  or  the  break-up  of  the  family  itself. 
Left  unresolved,  such  problems  can  cost  society  far  more  than  the  cost  of  legal  services  to 
help  address  them. 

The  Corporation  Has  Made  Major  Changes  in  the  Past  Year 

Since  representatives  of  the  Corporation  last  appeared  before  this  Subcommittee, 
LSC's  Board  of  Directors  has  made  a  number  of  significant  changes  in  the  structure  of  the 
Legal  Services  delivery  system,  either  to  implement  legislative  changes  or  in  response  to 
congressional  suggestions.  All  of  the  changes  are  consistent  with  the  expressed  will  of 
Congress. 

1.  Competition 

On  June  25,  1995,  LSC's  Board  of  Directors  adopted  a  resolution  directing  LSC 
management  to  develop  a  system  of  competition  in  awarding  LSC  grants  or  contracts  for 
legal  assistance  in  order  to  ensure  greater  accountability  and  promote  improvements  in 
quality  and  efficiency  among  grantees.  The  resolution  was  based  on  legislative  proposals 
which  were  eventually  included  in  the  Departments  of  Commerce,  Justice,  and  State,  the 
Judiciary,  and  Related  Agencies  Appropriations  Act,  1996  (H.  R.  2076),  which  required  LSC 
to  award  FY  1996  grants  on  a  competitive  basis.    Although  the  Conference  Bill  was  vetoed 
by  the  President,  LSC  proceeded  with  the  implementation  of  the  new  system.  A  regulation 
governing  the  process  has  been  published  at  45  C.F.R.  Part  1634.  The  competition 
requirement  subsequently  became  law  in  Public  Law  104-134,  the  Omnibus  FY  1996 
Appropriations  Act. 

The  use  of  a  competitive  grant  process  to  award  all  grants  represents  a  major  change 
in  the  LSC  delivery  system.  Under  the  Legal  Services  Corporation  Act,  recipients  have  a 
statutory  and  regulatory  right  to  refunding  in  the  absence  of  specified  program  deficiencies. 
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With  its  regulation,  the  Corporation  anticipated  and  supported  enactment  of  a  competition 
requirement  for  FY  1996  that  does  not  include  a  right  to  refunding. 

In  August  1995,  the  Corporation  announced  the  availability  of  FY  1996  grant  funds 
through  notice  broadly  disseminated  in  the  Federal  Register,  newspapers  and  bar  journals  and 
by  notifying  IOLTA  (Interest  on  Lawyer  Trust  Accounts)  programs,  governors,  and  legal 
services  programs  directly.  A  Request  for  Proposals  for  the  Provision  of  Civil  Legal  Services 
(RFP)  in  363  service  areas  was  released  by  LSC  in  October  1995  with  a  return  date  of 
November  1995.  In  response  to  that  RFP,  in  41  service  areas  there  was  more  than  one 
applicant;  in  two  service  areas  there  was  no  applicant;  and  in  the  remaining  320  service  areas 
there  was  just  one  applicant  (including  19  service  areas  in  which  the  current  recipient  did  not 
apply). 

Due  to  the  lack  of  a  final  appropriation,  in  January  1996  all  current  LSC  recipients 
who  had  applied  for  FY  1996  grants  were  refunded  for  the  first  three  months  of  1996.  In  the 
19  service  areas  in  which  there  were  no  applications  from  current  recipients,  LSC  awarded 
1996  grants  to  eight  new  entities  which  had  submitted  competitive  proposals  for  funding. 
Effective  April  1,  1996,  LSC  awarded  grants  pursuant  to  the  system  of  competition  to  301 
programs  for  service  areas  for  which  there  was  only  one  applicant.  For  the  4 1  service  areas 
for  which  there  is  more  than  one  applicant,  the  current  recipient  was  refunded  for  two  months 
while  LSC  concluded  its  evaluation  of  the  applications,  including  on-site  capability 
assessments  where  appropriate.  Final  decisions  for  these  areas  will  be  announced  prior  to 
June  1. 

LSC  has  begun  the  competitive  grant  process  for  1997  funding  with  the  publication  of 
a  Notice  of  Availability  of  Funds  in  the  Federal  Register  of  May  24.  The  Corporation 
supports  continuation  of  the  competition  requirement  in  the  FY  1997  Appropriation,  the 
success  of  which  depends  on  sustained  federal  funding  at  a  meaningful  level. 
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2.  Equalization  and  simplification  of  the  delivery  system 

For  the  first  time,  LSC  grants  for  basic  field  services  have  been  made  on  a  strict  per 
capita  basis  for  FY  1996,  thus  equalizing  the  funding  level  for  all  grantees,  with  a  few 
exceptions  specified  in  P.L.  104-134. 

Under  past  appropriations  acts,  LSC  has  been  required  to  follow  a  specific  funding 
formula  in  awarding  grants.  For  historical  reasons,  service  areas  were  funded  at  a  variety  of 
different  levels  in  relation  to  their  populations  of  individuals  eligible  for  legal  services.  P.L. 
104-134  requires  LSC  to  replace  this  formula  with  equalized  per  capita  funding.  Although 
the  provision  had  not  yet  become  law  at  the  time  the  first  FY  1996  grants  were  awarded,  LSC 
had  flexibility  under  the  FY  1996  Continuing  Resolutions  to  fund  all  grantees  on  an 
equalized  basis  and  in  fact  did  so. 

Consistent  with  the  pending  appropriations  bills,  LSC  also  ceased  to  fund  a  number  of 
categories  of  service  providers  which  have  been  funded  in  the  past:  national  support,  state 
support,  law  school  clinics,  supplemental  field  programs,  regional  training  centers,  computer 
assisted  legal  research,  and  the  Clearinghouse.  LSC's  Budget  Request  for  FY  1997  includes 
only  three  categories  of  service  areas:  general  basic  field  areas  and  basic  field  areas 
consisting  of  two  populations  with  special  needs,  Native  Americans  and  migrants. 

3.  Grantee  financial  and  compliance  audits 

Last  year,  LSC's  Board  of  Directors  adopted  a  new  Audit  Guide  developed  by  the 
Office  of  the  Inspector  General  (OIG)  requiring  all  grantees  to  provide  audited  financial 
statements  that  comply  with  the  requirements  of  OMB  Circular  No.  A- 133.  LSC's  Inspector 
General  has  developed  and  published  a  Compliance  Supplement  setting  forth  compliance 
requirements  for  use  by  auditors  in  conducting  audits  of  FY  1995  grantees.  During  1995, 
LSC  assigned  to  the  OIG  full  responsibility  for  LSC's  audit  function,  including  for  the  first 
time  oversight  of  grantee  audits.  As  a  result  of  these  new  requirements,  outside  auditors  and 
the  OIG  began  to  assume  an  increased  role  in  monitoring  grantee  compliance  with 
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congressional  restrictions.  P.L.  104-134  contemplates  that  audits  conducted  by  independent 
program  auditors  under  the  guidance  of  the  OIG  will  become  the  principal  mechanism  for  on- 
site  compliance  monitoring,  replacing  the  system  previously  in  place. 

4.  Priorities 

On  May  23,  1996,  in  response  to  a  requirement  contained  in  P.L.  104-134,  LSC 
submitted  for  publication  in  the  Federal  Register  a  suggested  list  of  priorities  for  Legal 
Services  programs  to  consider  in  determining  their  own  priorities  regarding  the  types  of 
matters  and  cases  to  which  they  will  devote  resources.  The  suggested  list  of  priorities 
adopted  by  the  LSC  Board  on  May  20  include:  support  for  families;  preservation  of  the 
home;  maintenance  of  economic  stability;  safety,  stability  and  health;  populations  with 
special  vulnerabilities;  and  the  delivery  of  legal  services. 

5.  Timekeeping 

On  June  25,  1995,  the  LSC  Board  of  Directors  adopted  a  resolution  directing 
management  to  develop  a  regulation  requiring  all  grantees  to  maintain  records  of  time  spent 
on  each  case  or  matter.  In  doing  so,  the  Board  responded  to  congressional  concerns  that 
stricter  accounting  requirements  were  necessary  to  guarantee  that  LSC  funds  and  private 
funds  are  not  used,  directly  or  indirectly,  to  support  activities  prohibited  by  the  LSC  Act  or 
regulations.    A  final  regulation  setting  forth  the  requirements  has  been  published  at  45 
C.F.R.  Part  1635. 

6.  Reduction  in  Staff 

In  1993,  when  the  current  Board  took  office,  LSC's  management  and  administration 
staff  totalled  125,  excluding  the  Office  of  the  Inspector  General  (OIG).    LSC's  FY  1995 
Budget  Request  called  for  a  total  of  108.  As  a  result  of  the  rescission  of  FY  1995  funds,  that 
figure  was  reduced  to  99.    In  August  1995,  in  response  to  indications  that  its  management 
and  administration  budget  would  be  significantly  reduced  for  FY  1996,  LSC  announced  a 
Reduction-in-Force  (RIF)  plan  to  reduce  even  further  the  size  of  its  staff,  with  the  exception 
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of  the  OIG.  The  RIF  produced  a  reduction  in  staff  from  a  post-rescission  level  of  99  to  68,  a 
cut  of  approximately  one-third,  bringing  the  level  to  just  over  one-half  of  what  it  had  been 
when  the  current  Board  took  office.  The  Corporation's  FY  1997  Budget  Request  proposes  a 
staff  of  70  for  its  management  and  administration  functions. 


FY  1995  Post- 
Rescission 

Current 

Proposed 
1997 

Executive  Office 

15 

9 

9 

General  Counsel 

8 

4 

5 

Programmatic  Staff 

47 

35 

35 

Comptroller 

6 

6 

6 

Admin.  Services  and 
Human  Resources 

17 

9 

10 

Information 
Technology 

6 

5 

5 

TOTAL 

99 

68 

70 

LSC  is  currently  engaged  in  a  thorough  review  of  its  salary  structure  and  personnel 
policies,  which  is  being  conducted  with  the  participation  of  the  federal  Office  of  Personnel 
Management. 

7.  Drug-related  evictions 

On  June  25,  1995,  LSC's  Board  adopted  a  resolution  prohibiting  the  use  of  LSC  funds 
to  represent  individuals  in  evictions  from  public  housing  projects  who  have  been  convicted 
of,  or  are  being  prosecuted  for,  the  illegal  sale  or  distribution  of  a  controlled  substance  and  if 
the  eviction  proceeding  is  brought  by  a  public  housing  agency  on  the  basis  that  the  illegal 
drug  activity  of  such  person  threatens  the  health  or  safety  of  other  tenants  residing  in  the 
public  housing  project  or  employees  of  the  public  housing  agency.  A  regulation  imposing 
the  restriction  has  been  published  at  45  C.F.R.  Part  1633.  With  the  enactment  of  P.L.  104- 
1 34.  that  requirement  will  apply  to  non-LSC  funds  as  well,  and  the  regulation  will  be 
amended  accordingly. 


These  modifications  of  the  LSC  delivery  system  have  addressed  many  of  the  concerns 
raised  by  critics  of  the  program  in  the  past.  Implementation  of  competition  in  the  awarding 
of  grants  eliminates  the  concern  that  "presumptive  refunding"  unduly  burdens  LSC's  ability 
to  defund  grantees  when  otherwise  warranted  by  the  circumstances.  Requiring  grantees  to 
keep  time  records  will  ensure  that  LSC  funds  are  not  used  directly  or  indirectly  for  prohibited 
purposes,  and  will  document  the  amount  of  time  spent  on  particular  categories  of  cases. 
Increasing  the  role  of  outside  auditors  and  the  Office  of  the  Inspector  General  in  monitoring 
for  compliance  with  federal  restrictions  addresses  the  allegation  that  LSC  has  not  monitored 
grantees  with  sufficient  rigor. 

A  number  of  additional  restrictions  were  included  in  P.L.  104-134.  LSC  has  already 
begun  the  process  of  implementing  them.  While  the  Corporation  anticipates  that  most  or  all 
of  these  may  be  incorporated  into  our  FY  1997  appropriation,  and  remains  committed  to 
implementing  congressional  requirements  fully  and  rapidly,  we  continue  to  be  concerned  that 
some  of  the  new  restrictions  unduly  impose  on  the  representation  of  clients  and  limit  their 
access  to  the  justice  system.  The  Corporation  is  particularly  concerned  about  the  scope  of 
restrictions  that  address  administrative  representation,  collection  of  attorneys'  fees,  and 
permitting  programs  to  respond  to  requests  from  legislators  and  administrative  officials.  In 
addition,  the  Corporation  considers  that  the  application  of  most  restrictions  to  non-LSC  funds 
inappropriately  impinges  on  the  rights  of  states  and  private  entities  to  determine  how  their 
own  funds  are  to  be  used,  and  will  result  in  the  loss  of  additional  sources  of  funding  for  legal 


Neither  State  and  Local  Governments  Nor  the  Private  Bar  Can  Replace  Federally 
Funded  Legal  Services  for  the  Poor 


The  Budget  approved  last  year  by  the  House  assumes  that  federal  funding  for  Legal 
Services  for  the  poor  will  be  phased  out  over  the  next  two  years.  It  is  our  firm  belief  that  the 
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consequence  of  such  action  would  be  to  bar  most  low-income  Americans  from  access  to  the 
legal  system. 

It  has  been  suggested  that  state  or  local  governments  and  the  private  bar  should  be 
responsible  for  legal  services  for  the  poor  or  could  pick  up  the  case  load  of  the  program. 
However,  the  experience  of  our  grantee  programs  indicates  that  there  is  little  likelihood  that 
the  majority  of  states  and  municipalities,  already  hard  pressed  to  meet  current  budgetary 
demands,  will  take  on  the  additional  obligation  of  providing  legal  services  if  federal  funding 
is  eliminated.  In  1995,  state  and  local  funding  to  LSC-funded  programs  fell  overall:  small 
increases  in  state  and  local  grants  were  offset  by  a  decrease  in  IOLTA  funding  due  to  lower 
interest  rates.    Although  some  states  and  localities  have  begun  initiatives  to  provide  funds  to 
local  programs  to  help  make  up  for  reduced  FY  1996  LSC  grants,  preliminary  indications  are 
that  any  increases  in  state  and  local  support  will  offset  only  a  small  part  of  the  cut  in  federal 
funding.  Moreover,  if  Congress  shifts  financial  responsibility  for  many  social  programs  to 
the  states,  the  competing  claims  for  limited  resources  may  well  result  in  further  loss  of 
support  for  legal  services.  In  many  regions  of  the  country,  especially  in  rural  areas  with  a 
high  concentration  of  poor  people,  it  is  likely  that  there  would  be  little  or  no  publicly  funded 
legal  services  available  to  the  poor. 

Nor  is  it  realistic  to  expect  that  pro  bono  services  from  private  attorneys  can  replace 
federally  funded  legal  services.  Pro  bono  services  are  now  at  an  all-time  high,  primarily 
because  of  the  efforts  of  the  organized  bar,  the  Corporation  and  local  programs  to  involve 
private  attorneys  in  the  delivery  of  legal  services.  It  is  estimated  that  one-sixth  of  all  Legal 
Services  cases  were  handled  by  private  attorneys  in  1995.  Every  effort  is  being  made  at  the 
national  and  local  level  to  significantly  increase  both  the  number  of  attorneys  participating 
and  the  level  of  voluntary  services,  as  well  as  direct  financial  support  from  the  private  bar. 
Nevertheless,  even  if  the  present  level  of  pro  bono  services  were  doubled  or  tripled,  they 
would  replace  only  a  fraction  of  the  services  now  being  provided  by  Legal  Services  attorneys. 
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which  in  the  aggregate  meet  only  a  small  percentage  of  the  need  of  the  increasing  population 
of  eligible  clients. 

Moreover,  pro  bono  programs  typically  depend  upon  Legal  Services  attorneys  for 
training  and  support  and  Legal  Services  funding  for  basic  intake  and  referral.  Elimination  of 
the  Corporation  and  its  grantees  would  thus  eliminate  the  essential  structure  through  which 
most  pro  bono  services  are  provided.  Pro  bono  programs,  no  longer  able  to  rely  upon  Legal 
Services  for  funding,  training  and  support,  and  overwhelmed  with  ongoing  cases,  would  find 
it  impossible  to  take  on  new  cases  that  in  the  past  would  have  been  handled  by  Legal 
Services  programs.  The  courts  would  be  faced  with  large  numbers  of  individuals  forced  to 
proceed  pro  se.  The  result  would  be  serious  disruption  in  our  judicial  system,  to  say  nothing 
of  the  personal  and  financial  dislocation  that  would  occur  in  an  abrupt  termination  of 
Corporation  activities. 

Replacing  the  funding  of  local  legal  services  programs  through  LSC  with  a  block 
grant  system,  as  proposed  in  a  bill  reported  out  by  the  House  Judiciary  Committee,  would  be 
more  costly  and  would  reduce  the  efficiency  of  the  system  by  requiring  the  addition  of  a  new 
layer  of  bureaucracy  at  the  state  level.  At  the  same  time,  it  would  eliminate  the  centralized 
system  of  accountability  now  provided  by  LSC.  The  delivery  system  funded  through  LSC 
already  has  the  advantages  that  would  be  presented  by  a  block  grant  system. 

The  Corporation's  FY  1997  Budget  Request 

The  Legal  Services  Corporation  seeks  an  appropriation  of  $340,000,000  for  FY  1997. 
In  FY  1996,  the  Corporation  has  been  operating  at  a  level  of  $278,000,000  pursuant  to  a 
series  of  Continuing  Resolutions  and,  now,  P.L.  104-134. 

The  $340,000,000  requested  for  FY  1997  will  be  allocated  as  follows: 

•  $305,800,000  for  general  basic  field  services; 

•  $1 1 ,300,000  for  basic  field  services  to  migrants; 
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•  $7,900,000  for  basic  field  services  to  Native  Americans; 

•  $5,500,000  for  audits  of  grantee  financial  statements  and  compliance;  and 

•  $9,500,000  to  be  allocated  by  the  Board  of  Directors  to  management  and 
administration  and  the  Office  of  the  Inspector  General. 

The  Corporation  understands  that  in  a  time  of  diminished  resources  all  federal 
spending  must  be  carefully  scrutinized.  Nevertheless,  we  believe  that  in  light  of  the 
overwhelming  need  for  legal  services  on  the  part  of  low-income  Americans,  and  the  fact  that 
LSC  sustained  a  reduction  of  over  30  percent  last  year  —  significantly  disproportionate  to  the 
overall  cut  in  spending  and  to  the  cut  sustained  by  any  comparable  program  —  an 
appropriation  of  $340  million,  including  an  adequate  allocation  for  LSC's  management  and 
administration  functions,  is  both  necessary  and  appropriate.  Even  at  this  figure  such  level  of 
funding  represents  a  significant  reduction  below  the  FY  1995  post-rescission  level  of  $400 
million. 

Even  in  prior  years  when  LSC  funding  was  considerably  higher  than  it  has  been  in  FY 
1996.  local  Legal  Services  programs  were  able  to  meet  only  a  small  fraction  of  the  demand 
for  services.  A  survey  of  selected  local  Legal  Services  programs  in  the  spring  of  1993 
revealed  that  nearly  half  of  all  people  who  actually  applied  for  assistance  from  local 
programs  were  turned  away  due  to  lack  of  program  resources.  As  former  Representative  Guy 
Molinari  stated  when  he  testified  before  the  House  Appropriations  Subcommittee  in  support 
of  an  appropriation  of  $525,000,000,  requested  for  FY  1994  by  the  LSC  Board  of  Directors 
appointed  by  President  Bush:  "We  can  argue  about  the  amount  of  unmet  need;  but  I  don't 
think  there  is  any  dispute  about  the  fact  that  there  is  a  very  substantial  amount  of  people  out 
there  who  are,  in  fact,  in  need  of  civil  legal  services." 

During  1995,  Corporation  grantees  provided  legal  services  to  approximately 
1 .900,000  clients  and  closed  almost  1,700.000  matters.  Serving  these  clients  directly 
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benefited  nearly  5,000,000  people,  most  of  them  children  living  in  poverty.  Final  statistics 
are  now  being  compiled. 

Projected  figures  are  not  yet  available  for  FY  1996,  during  which  LSC  funding  has 
been  reduced  by  approximately  30  percent,  from  $400  million  (post-rescission)  in  FY  1995 
to  an  annualized  level  of  $278  million  under  a  series  of  Continuing  Resolutions  and,  now, 
P.L.  104-134.  Nevertheless,  it  is  clear  that  the  reduction  in  funding  has  required  LSC-funded 
programs  to  lay  off  attorneys,  close  neighborhood  offices,  and  turn  away  clients  in  desperate 
need  of  services.  We  have  attached  as  an  Appendix  a  snapshot  of  the  effects  of  the  cutbacks 
in  three  states.  Alaska,  New  Mexico,  and  Oregon.  Similar  cutbacks  are  occurring  all  across 
the  country. 

In  addition,  there  are  indications  that  the  new  restrictions  on  the  use  of  non-LSC 
funds  are  resulting  in  the  loss  of  other  sources  of  funding,  including  state  and  local 
governments.  For  FY  1997,  LSC  seeks  a  funding  level  which,  while  still  inadequate  to  meet 
the  need,  will  increase  the  number  of  clients  who  can  be  served.  An  appropriation  of  $340 
million  would  begin  to  mitigate  the  consequences  of  the  1996  cutbacks. 

The  appropriation  must  include  a  management  and  administration  capacity  sufficient 
to  permit  LSC  to  carry  out  its  various  administrative  and  oversight  responsibilities.  LSC  is 
fully  committed  to  encouraging  rigorous  competition  for  grants.  This  will  require  a 
substantial  investment  of  time  on  the  part  of  LSC  staff.  In  some  circumstances,  it  may  be 
necessary  for  LSC  to  work  closely  with  potential  new  applicants  to  ensure  they  are  able  to 
compete  effectively  for  funding.  For  FY  1997  grants,  LSC  proposes  to  implement  a  two- 
tiered  review  process,  which  is  standard  practice  in  government  and  the  private  sector.  Each 
application  will  be  subjected  to  an  independent  review  by  outside  evaluators  as  well  as  an 
internal  review  by  LSC  staff.  For  the  outside  process  to  be  effective  in  promoting 
competition  and  ensuring  the  improved  quality  and  effectiveness  of  applicants,  LSC  staff  will 


664 


need  to  devote  appropriate  efforts  to  recruit,  select,  train  and  coordinate  the  work  of  the 
outside  evaluators. 

Once  a  decision  has  been  made  to  award  a  grant  to  a  recipient,  it  will  be  necessary  for 
LSC  staff  to  negotiate  the  terms,  conditions,  and  expectations  for  the  grant  with  each  grantee. 
Matters  that  must  be  addressed  include  making  arrangements  for  prior  recipients  to  close  out 
or  transfer  ongoing  cases,  ensuring  that  each  grantee  understands  and  complies  with  all 
Congressional  requirements  and  restrictions,  and  assuring  that  appropriate  priority  setting  is 
undertaken  by  the  recipient.  LSC's  prior  experience  with  the  start-up  of  new  grantees  has 
been  that  substantial  LSC  staff  involvement  is  required  for  at  least  six  months  after  the  grant 
is  awarded. 

Finally,  LSC  will  need  to  evaluate  the  operation  of  grantees  for  purposes  of 
determining  who  is  entitled  to  receive  future  grants.  During  the  competitive  process,  LSC 
will  also  need  to  continue  to  meet  its  responsibility  to  investigate  complaints  and  to  evaluate 
and  act  on  requests  for  approvals  and  waivers  required  by  our  regulations.  During  the  term  of 
any  grant  made  pursuant  to  competition,  LSC  will  take  such  steps  as  may  be  necessary  to 
require  corrective  action,  to  enforce  sanctions  or  to  terminate  or  suspend  grants.  We  have 
estimated  that  to  perform  these  functions  will  require  no  less  than  27  professional 
programmatic  staff  members,  with  an  administrative  support  staff  of  at  least  eight,  for  a  total 
of  35.  Adequate  funding  for  payment  of  outside  evaluators  and  travel  will  also  be  necessary. 
For  other  executive  and  administrative  functions,  including  the  executive  staff,  the  offices  of 
the  General  Counsel  and  the  Comptroller,  and  information  and  administrative  services, 
another  35  staff  positions  will  be  necessary. 

As  noted  above,  LSC  has  already  taken  steps  to  strengthen  the  role  of  outside  auditors 
and  the  Office  of  the  Inspector  General  (OIG)  in  monitoring  grantees  for  compliance  with 
federal  requirements  by  requiring  programs  to  conduct  their  annual  audits  pursuant  to  the 
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requirements  of  OMB  Circular  No.  A- 133  and  transferring  audit  oversight  responsibility  to 
the  OIG. 

At  the  time  that  our  Budget  Request  was  submitted.  Congress  had  not  yet  determined 
whether  the  cost  of  the  A- 133  audits  should  be  paid  by  grantees  themselves  or  by  the  Office 
of  the  Inspector  General.  H.R.  2076  would  have  provided  the  OIG  with  funding  to  pay  for 
program  audits  directly,  while  the  Senate  version  of  H.R.  3019  assumed  that  programs  will 
continue  to  pay  the  cost  of  their  own  audits  as  they  have  in  the  past.  Consequently,  we  listed 
a  separate  line  item  of  $5.5  million  to  cover  the  costs  of  the  audits  and  their  administration 
and  oversight,  rather  than  including  this  expense  in  management  and  administration  or  grants 
to  the  field.    P.L.  1 04- 1 34  has  clarified  that  programs  will  continue  to  pay  for  the  cost  of 
their  own  audits.  Such  cost  should  now  be  allocated  to  field  programs  on  a  pro  rata  basis. 

In  conclusion,  Mr.  Chairman,  we  want  to  emphasize  that  the  Corporation  is 
committed  to  producing  the  most  effective  Legal  Services  delivery  system  possible  within 
the  resources  granted  and  the  restrictions  imposed.  Simultaneously,  we  are  striving  to 
mobilize  additional  non-federal  participation  in  the  system.  We  have  called  for  a  state 
planning  process  in  every  state  to  attempt  to  confront  the  effects  of  declining  federal  support 
for  legal  services.  We  are  proud  of  the  leadership  role  that  the  Corporation  has  given  in  the 
past  and  which  it  now  performs  in  seeking  to  obtain  the  greatest  return  on  federal  funds. 
Nevertheless,  no  matter  how  innovative  or  creative  we  are,  the  reality  is  that  reductions  in 
funding  for  the  Legal  Services  Corporation  will  inevitably  result  in  reductions  in  the  number 
of  clients  who  can  be  served. 

We  thank  the  Subcommittee  for  its  long  tradition  of  bipartisan  support  for  the  Legal 
Services  Corporation.  We  believe  that  the  Corporation  merits  your  continued  support  for  its 
endeavors  to  provide  the  poor  of  our  country  with  access  to  the  system  of  justice  in  which  to 
resolve  their  disputes  and  to  vindicate  their  individual  rights. 
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APPENDIX 

EFFECTS  OF  LSC  FISCAL  YEAR  1996  FUNDING  REDUCTIONS  IN  THREE  STATES 

OREGON 

o  Legal  services  in  Oregon  have  been  severely  hampered  by  the  recent  federal 

budget  cuts.  If  additional  cuts  are  made  in  1997,  those  cuts  will  have  greater 
ramifications  in  rural  Oregon  than  in  urban  areas  because  many  rural  offices  will 
be  closed. 

o  The  effects  of  the  1996  cuts  need  to  be  assessed  in  context.  Resources  existing  in 

1995  were  already  inadequate.  Even  though  legal  aid  attorney  salaries  begin  in 
Oregon  at  slightly  below  $20,000  per  year,  staffing  limitations  allowed  legal  aid 
programs  to  provide  services  to  only  1  in  3  eligible  individuals  requesting  aid. 
The  number  of  legal  aid  lawyers  fell  by  over  1 5  percent  in  the  decade  between 
1985  and  1995.  During  that  time,  the  number  of  Oregon  residents  eligible  for 
services  grew  at  a  rate  as  high  as  29  percent  in  some  service  areas.  Every  service 
area  saw  a  substantia]  increase  in  poverty  figures. 

o  The  effects  of  the  1 996  cuts  have  been  profound: 

o  Multnomah  County  Legal  Aid  Services  (MCLAS),  which  serves  Portland, 

lost  roughly  20  percent  of  its  full  time  equivalent  employees.  Proportional 
service  reductions  have  occurred  as  a  result.  The  ability  of  MCLAS  to 
respond  to  client  needs  has  been  seriously  damaged.  For  example,  the 
program  was  unable  to  free  staff  to  respond  adequately  to  the  problems 
caused  the  client  community  by  the  severe  flooding  Portland  recently 
experienced.  Even  prior  to  the  cuts,  MCLAS  had  to  discontinue  telephone 
intake  for  its  Family  Law  Center  because  demand  on  the  system,  which 
gave  service  on  a  first-come,  first-served  basis,  became  overwhelming. 
Demand  was  so  great  that  clients  seeking  services  began  dialing  the 
MCLAS  intake  number  on  Saturday  and  letting  it  ring  until  Monday 
morning  in  order  to  assure  that  they  would  be  first  in  line. 

o  Oregon  Legal  Services  (OLS),  which  serves  rural  Oregon,  lost 

approximately  1 5  percent  of  its  staff.  The  office  in  Klamath  Falls,  which 
was  opened  in  1 974  and  served  Klamath  and  Lake  Counties,  was  closed. 
Some  positions  were  maintained  through  grants  that  necessitated  further 
curtailment  of  service  to  "basic  field"  clients.  The  loss  of  attorney  time, 
therefore,  was  greater  than  the  15  percent  overall  loss.  Moreover,  if 
additional  fundraising  is  not  successful,  the  1996  budget  reductions  will 
require  the  layoff  of  3  to  4  additional  attorneys  and  the  closure  of  at  least  1 
and  perhaps  2  additional  rural  offices.  These  additional  cuts  were  avoided 
in  1996  because  OLS  had  some  carryover  funding.  That  carryover  will 
disappear  in  1997.  Because  of  Oregon's  physical  size,  geography,  and 
population  density,  the  closure  of  rural  offices  makes  it  virtually 
impossible  for  residents  in  those  communities  to  receive  legal  aid.  Circuit 
riding  and  other  alternative  means  of  service  cannot  fully  replace  the 
presence  of  a  local  office. 

o  Marion-Polk  Legal  Aid  Service,  which  services  Salem,  also  received  a  29 

percent  cut  in  federal  funding.  That  cut  forced  relatively  proportional 
layoffs,  reductions  in  circuit  riding  and  overall  services. 
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Lane  County  Legal  Aid  had  substantial  carry-over  and  was  able  to  weather 
the  1 996  cuts  without  significant  layoffs.  The  program,  however,  will  face 
the  same  funding  problems  at  the  end  of  1996  that  other  programs 
experienced  in  1995.  The  program  has  estimated  that  15  percent  of  staff 
may  be  cut  during  1997,  if  federal  funding  remains  stable. 


The  Alaska  Legal  Services  Corporation  has  closed  four  offices  in  the  last  two 
years  (Dillingham,  Kodiak,  Kotzebue  and  Nome): 

o  The  nearest  access  to  a  legal  aid  office  for  clients  that  were  served  by  the 

Kodiak  office  is  248  miles  (part  by  road  and  part  by  ferry). 

o  The  nearest  office  for  the  clients  served  by  the  Nome  office  is  500  roadless 

miles. 

Staff  coverage  has  been  seriously  reduced: 

o  Three  attorneys  now  serve  the  northern  half  of  the  state,  an  area  as  large  as 

New  Mexico  and  Nebraska. 

o  Two  attorneys  cover  the  Inside  Passage  on  the  southern  Peninsula,  an  area 

the  size  of  South  Carolina. 

o  Two  attorneys  serve  the  southwest  region,  an  area  the  size  of  Michigan. 

o  Eight  attorneys  serve  the  metropolitan  area  of  Anchorage,  the  Aleutian 

Chain  and  Kodiak,  and  the  South  central  region,  an  area  larger  than 
Florida. 


NEW  MEXICO 


In  1995,  there  were  six  LSC-funded  programs  delivering  services  in  New  Mexico. 
As  of  January  1, 1996,  one  of  those  programs,  the  New  Mexico  Legal  Services 
Support  Project,  ceased  to  exist  because  LSC  could  no  longer  fund  state  support 
programs.  The  remaining  programs  have  suffered  devastating  retrenchment  as  a 
result  of  the  cuts  in  LSC  funding. 

o  DNA-Peoples  Legal  Services  (serving  the  Navajo  nation  in  a  four-state 

region)  eliminated  ten  lawyers  (2.5  in  New  Mexico)  and  eight  support  staff 
(three  in  New  Mexico).  As  a  result  of  funding  uncertainty,  two 
experienced  lawyers  left  the  program.  The  number  of  cases  handled  in  the 
first  two  months  of  1996  reflect  a  61  percent  reduction  in  capacity. 

o  Northern  New  Mexico  Legal  Services  (serving  the  northern  half  of  the 

state)  laid  off  two  attorneys,  has  not  filled  a  vacancy  created  when  an 
experienced  paralegal  left  the  program,  and  has  reduced  all  remaining  staff 
to  4/5  time.  All  offices  are  now  closed  on  Fridays. 


o  Southern  New  Mexico  Legal  Services  (serving  the  southern  half  of  the 

state)  has  reduced  its  staff  by  nine  positions  through  lay-off  and  attrition 
and  closed  two  of  its  six  offices.  The  program  projects  a  20  percent 
reduction  in  clients  served  for  1996. 
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Indian  Pueblo  Legal  Services  (serving  the  1 9  pueblos  in  northern  New 
Mexico)  laid  off  two  lawyers,  one  secretary,  one  paralegal/secretary,  and  a 
financial  manager.  The  program  closed  its  Laguna  office  and  transferred 
the  lawyer  assigned  to  Zuni  to  Santa  Ana,  leaving  only  a  tribal  court 
advocate  in  Zuni  to  handle  all  cases.  The  number  of  clients  from  the 
Laguna  and  neighboring  Acuma  pueblos  who  have  called  for  assistance 
has  dropped  by  over  75  percent  because  there  is  no  longer  an  office  in 
their  community.  The  program  now  has  only  three  lawyers,  some  of 
whom  are  also  responsible  for  administrative  duties  and  fundraising. 
Intake  and  direct  representation  have  been  drastically  restricted. 

The  Legal  Aid  Society  of  Albuquerque  (serving  Albuquerque  and  the 
surrounding  county  of  Bernalillo)  has  lost  three  staff  positions  through 
attrition  ~  a  lawyer,  a  secretary,  and  a  receptionist.  They  are  utilizing 
some  one-time  carryover  funds  to  defer  further  layoffs.  A  cut  of  over  50 
percent  in  staff  and  drastic  cuts  in  direct  representation  for  clients  will  be 
necessary  if  alternative  funding  is  not  found. 


QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

Question :  Please  provide  a  complete  final  list  of  fiscal  year  1996  Legal  Services  Corporation 
grant  recipients.  Please  include  the  total  amount  provided  to  each  recipient  for  the  year, 
displaying  separately  the  amounts  previously  awarded  on  a  short  term  basis  under  the  FY  1996 
Continuing  Resolutions. 

Answer:  Please  see  Attachment  A. 


Question:    Your  testimony  states  that  in  320  out  of  the  total  363  sen'ice  areas  there  was  only  one 
applicant  responding  under  the  competitive  grant  process.   While  there  is  no  longer  a 
presumption  that  prior-year  recipients  have  a  right  to  refunding,  30  J  of  these  320  sole 
applicants  were  prior  recipients.  Are  there  service  areas  where  just  one  applicant  applied  in 
which  that  applicant  is  not  expected  to  qualify  for  a  grant  award? 

Answer:  No,  there  is  no  service  area  where  just  one  applicant  applied  in  which  we  have  finally 
determined  that  applicant  is  not  qualified  for  a  grant  award.  However,  there  are  3  service  areas 
for  which  the  sole  application  has  not  yet  been  approved.  We  are  now  determining  whether  those 
applicants  are  qualified 


Question:  How  many  ISC  grant  recipients  have  been  denied  refunding  or  have  had  funds 
withheld,  in  the  past  five  years,  due  to  their  inability  to  comply  with  LSC  regulations?  Has  this 
occurred  in  an  area  where  there  is  only  one  sen'ice  provider? 

Answer:  In  the  past  five  years,  LSC  has  initiated  suspension  of  funding  for  two  recipients 
because  of  failure  to  comply  with  program  requirements.  Both  programs  cured  the  condition  and 
continued  to  be  funded.  Another  program  agreed  to  a  termination  of  its  grant  and  the  funding 
was  awarded  to  a  program  in  an  adjacent  service  area. 

In  the  implementation  of  the  competition  which  is  just  being  completed,  one  program  was 
denied  continued  funding  and  was  replaced  with  a  competitor.  Three  recipients  were  placed  on 
short-term  funding  for  three  months  pending  the  results  of  on-site  capability  assessment  of  their 
activities. 


669 


All  of  these  activities  took  place  in  the  past  thirty  months  (1994-96).  During  this  period, 
special  grant  conditions  were  imposed  on  39  recipients  There  were  no  terminations,  denials  of 
recipient  refunding  or  suspensions  of  funding  from  1991  through  1993. 


Question :  Please  provide  a  detailed  stains  report  regarding  implementation  of  each  restriction 
on  use  of  LSC  funds  included  in  P.L  104-134,  the  FY  1996  appropriations  law. 

Answer:  LSC  has  operated  since  last  fall  in  anticipation  of  the  adoption  of  the  restrictions  which 
were  included  in  P  L.  104-134  and  has  taken  a  number  of  steps  to  assure  that  programs  comply 
with  them. 

On  November  21,  1995,  we  advised  our  recipients  to  begin  to  divest  themselves  of  cases 
which  were  likely  to  be  restricted  pursuant  to  LSC's  fiscal  year  1996  appropriations  law  and  to 
cease  to  accept  new  cases  in  those  areas. 

On  December  1 1,  1995,  we  wrote  recipients  to  advise  them  that  we  would  apply  the 
proposed  restrictions  to  any  organization  which  controlled  one  of  our  recipients  or  is  controlled 
by  one  of  our  recipients 

As  soon  as  PL   104-134  was  signed  into  law,  LSC  immediately  sent  copies  of  the 
restrictions  contained  in  the  law  to  all  recipients 

On  May  8,  1996,  the  Corporation  requested  that  recipients  report  transition  cases  and 
matters  involving  class  actions  and  representation  of  prisoners  and  aliens  pursuant  to  Sections 
508(b)  and  (c)  of  PL  104-134    The  Corporation  is  compiling  such  information  to  be  forwarded 
to  Congress  on  June  25,  1996. 

On  May  17,  1996,  the  Corporation  sent  a  program  letter  to  all  recipients  giving  interim 
guidance  on  the  application  of  the  restrictions  in  P.L.  104-134. 

On  May  20,  1996,  the  LSC  Board  of  Directors  approved  a  suggested  list  of  priorities  as 
mandated  by  P.L.  104-134. 

Two  additional  letters  will  be  sent  during  the  week  of  June  10,  1996,  advising  recipients  of 
the  affirmative  steps  they  are  required  to  take  to  comply  with  the  new  provisions  on  priorities  and 
to  give  notification  to  non-LSC  flinders  of  their  programs. 

Finally,  at  the  Corporation  a  procedure  has  been  implemented  to  provide  answers  to 
recipients  with  regard  to  their  questions  on  the  interpretation  of  the  restrictions  imposed  by  P.L. 
104-134. 

The  Corporation  is  now  in  the  process  of  revising  its  regulations  and  drafting  new  ones. 
The  Board  of  Directors  will  review  and  promulgate  these  regulations  as  interim  rules  effective 
immediately  upon  adoption,  and  later,  after  consideration  of  public  comment,  as  final  rules.  These 
regulations  will  implement  all  the  restrictions  contained  in  P.L.  104-134. 

The  regulations  being  revised  and  the  new  regulations  being  drafted  are: 

1)  Part  1609,  Fee  Generating  Cases; 

2)  Part  1610,  Use  of  Funds  From  Sources  Other  Than  the  Corporation, 

3)  Part  1612,  Restrictions  on  Lobbying  and  Certain  Other  Activities  (legislative  and 
administrative  advocacy  and  training); 

4)  Part  1617,  Class  Actions; 


670 


5)  Part  1620,  Priorities  in  Allocation  of  Resources; 

6)  Part  1626,  Restrictions  on  Legal  Assistance  to  Aliens; 

7)  Part  1627,  Subgrants,  Fees  and  Dues; 

8)  Part  1632,  Redistricting, 

9)  Part  1633,  Restrictions  on  Representation  in  Certain  Eviction  Proceedings; 

10)  Part  1636,  Plaintiffs  Statements  of  Facts; 

1 1)  Part  1637,  Restrictions  on  Litigation  on  Behalf  of  Prisoners; 

12)  Part  1638,  Restrictions  on  Solicitation, 

13)  Part  1639,  Restriction  on  Involvement  in  Welfare  Reform  Activities; 

14)  Part  1640,  Application  of  Federal  Law  on  the  Waste,  Fraud  and  Abuse  of  LSC 
Funds,  and 

15)  Part  1642,  to  implement  the  restriction  regarding  Attorneys  Fees. 

These  regulations  are  on  a  fast  track  because  the  restrictions  they  implement  are  already  in  effect. 
Thereafter,  a  new  regulation.  Part  1641  (Audit  Guidance  &  procedures),  will  be  developed  and 
promulgated 
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IG  LEVELS 

1996 
FUNDING 
TOTALS 
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200,154  0,  0 
281,706  Ol  0 
731.997  0]  0 
708.123  0^  0 
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MARITIME  ADMINISTRATION 

PREPARED  STATEMENT  OF  ALBERT  J.  HERBERGER,  MARITIME 
ADMINISTRATOR 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  welcome  the  opportunity  to  discuss  with  you  the  Maritime 
Administration's  Fiscal  Year  1997  budget  request.  Title  I  of  the 
Merchant  Marine  Act,  1936  states  that  "It  is  necessary  for  the 
national  defense  and  development  of  its  foreign  and  domestic 
commerce  that  the  United  States  shall  have  a  merchant  marine...." 
The  Maritime  Administration  is  responsible  for  ensuring  the 
maintenance  of  an  adequate  American  merchant  marine  to  promote 
the  commerce  of  the  United  States  and  to  aid  in  the  national 
defense.  To  carry  out  this  broad  responsibility  we  strive  to  assure: 
(1)  an  active  fleet  of  privately-owned  and  operated  commercial 
vessels;  (2)  a  sufficient  supply  of  trained  and  efficient  personnel  to 
crew  these  ships  and  the  Government  sealift  ships;  (3)  a 
Government-owned  reserve  fleet  of  cargo  vessels  which  can  be 
activated  during  national  emergencies;  and  (4)  support  to  other 
maritime-related  activities  that  further  the  national  interests  of  the 
United  States. 

Overview 

The  Maritime  Administration's  FY  1997  budget  request  reflects  the 
President's  commitment  to  maintaining  the  status  of  the  United 


681 

States  as  a  maritime  nation.  From  a  military  perspective,  the  value 
of  the  US-flag  merchant  fleet  is  most  visible  during  emergencies  or 
war  time.  Privately-owned  American  merchant  ships  and  our  civilian 
seafarers  served  with  honor  during  World  War  II,  Korea,  Vietnam,  the 
Persian  Gulf,  and  humanitarian  efforts  such  as  operations  Restore 
Hope,  Uphold  Democracy,  and,  most  recently,  Joint  Endeavor  in 
Bosnia. 

With  the  end  of  the  Cold  War,  we  are  shifting  from  large  forces 
stationed  overseas  to  a  U.S.-based  "power-projection"  deployment 
strategy.  In  the  absence  of  timely  sealift,  the  strategic  concept  of 
power  projection  of  heavy  forces  and  global  reach  will  be  merely 
hypothetical.  The  commercial  U.S. -flag  fleet  is  a  cost-effective 
source  of  military  sealift. 

A  key  element  of  this  year's  budget  is  the  Maritime  Security  Program 
(MSP).  The  new  program  will  foster  a  modern,  competitive  American 
merchant  marine  at  substantially  lower  costs  than  the  existing 
operating-differential  subsidy  (ODS)  program  and  seeks  to  ensure 
the  continued  operation  of  merchant  ships  under  the  American  flag 
by  skilled  American  civilian  seafarers.  It  also  provides  supplemental 
sealift  capacity  and  an  intermodal  system  which  can  be  made 
available  when  needed  to  support  the  nation's  armed  services. 


The  Maritime  Security  Program  will  be  financed  by  budget  authority 
subject  to  annual  appropriations  and  the  Administration  is 
requesting  $100  million  for  FY  1997  to  support  this  critical  program. 

The  budget  also  supports  the  National  Shipbuilding  Initiative  (NSI) 
through  our  funding  requests  for  Title  X!  and  research  and 
development  programs.  With  the  enactment  of  this  initiative,  we  are 
seeing  an  unprecedented  increase  in  commercial  shipbuilding 
projects  which  is  maintaining  a  significant  number  of  jobs  in 
American  shipbuilding  and  related  support  industries.  Through 
MARAD's  shipbuilding  and  research  and  development  programs,  we 
will  continue  to  promote  the  revitalization  of  the  American 
shipbuilding  industry. 

Since  the  enactment  of  NSI  in  1993,  MARAD  has  approved  over  $1.5 
billion  of  Title  XI  financing  for  144  vessels  and  three  shipyard 
modernization  projects  as  of  February  23,  1996.  included  among 
these  approvals  were  13  double-hull  tankers  that  will  meet  all 
environmental  requirements  of  the  Oil  Pollution  Act  of  1990  and  the 
International  Maritime  Organization's  standards. 

This  Administration  believes  that  a  research  and  development 
program  to  facilitate  the  assessment  and  deployment  of  innovative 
technology  is  essential  for  the  economic  productivity  of  our  nation. 
An  R&D  program  is  an  investment  in  the  future  efficiency  and 


productivity  of  an  economic  sector's  industries.  Clearly,  the 
shipbuilding,  ship  operating,  and  port  industries  are  critical  to  the 
economic  health  and  well-being  of  the  nation,  being  fundamental 
components  of  our  international  trade. 

Without  funding  for  MARAD's  cost-shared  cooperative  research  and 
development  program  with  the  U.S.  maritime  industry  a  shortfall  of 
critical  investments  in  a  productive  and  competitive  future  for  our 
country's  economic  trade  and  national  security  interests  will  result. 
Technology  assessment  and  deployment  in  the  maritime  industry 
needs  to  be  supported  to  assure  standing  with  our  international 
competitors.  It  is  for  these  reasons  that  I  urge  you  to  restore  funding 
for  our  research  and  development  program  in  FY  1997. 

The  remaining  funds  requested  in  the  FY  1997  budget  for  the 
Maritime  Administration  will  provide  for  the  payment  of  existing  long- 
term  contracts  for  Operating-Differential  Subsidies,  and  will  maintain 
the  agency's  operations  and  training  programs.  Effective  in  FY  1996, 
funding  requests  for  the  Ready  Reserve  Force  (RRF)  are  submitted 
by  the  Department  of  Defense  to  the  National  Security  Committee. 
MARAD,  however,  retains  management  responsibilities  of  the  fleet. 
This  arrangement  will  ensure  appropriate  levels  of  funding  for  the 
RRF  while  taking  advantage  of  the  technical  expertise  of  MARAD 
personnel. 


684 

REQUEST  FOR  APPROPRIATIONS 
Operating-Differential  Subsidies  (OPS) 

An  appropriation  to  liquidate  contract  authority  of  $148,430,000  is 
requested,  based  on  the  most  current  rate,  which  is  a  net  decrease 
of  $14,180,000  from  the  funding  provided  for  FY  1996.  This  will  pay 
for  existing  contract  obligations  for  27  liner  and  13  bulk  ships,  a 
decrease  of  5  liners  and  14  bulk  ships  from  FY  1996.  The  ODS 
program  is  designed  to  offset  the  higher  total  costs  associated  with 
operating  U.S. -flag  vessels  versus  lower  cost  foreign-flag  vessels. 

Maritime  Security  Program  (MSP) 

As  stated  earlier,  an  appropriation  of  $100,000,000  is  requested  for 
the  Maritime  Security  Program.  This  program  will  replace  the  ODS 
program  which  is  due  to  expire  in  2001.  The  FY  1997  request  will 
provide  support  for  about  47  liner  vessels  in  the  second  year  of  this 
10-year  program. 

Operations  and  Training  (O&T) 

An  appropriation  of  $78,097,000  is  requested  for  FY  1 997,  an  increase 
of  $11,497,000  over  currently  estimated  FY  1996  funding.  The 
requested  increase  is  necessary  to  provide  for  unavoidable  cost 
increases  such  as  annualization  of  1995  and  1996  pay  raises,  and 
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inflation.  In  addition,  increases  are  requested  for  the  State  maritime 
schools  for  essential  maintenance  and  repair  of  the  training  ships 
assigned  to  them  ($2,625,000),  and  for  administrative  expenses 
associated  with  maintaining  current  maritime  programs  ($4,699,000). 

Also  included  in  the  total  request  is  an  increase  for  the  Research 
and  Development  program  ($1 ,764,000)  to  resume  our  activities  in  the 
critical  areas  of  Intermodal  Developmentand  Shipyard  Revitalization. 
We  will  continue  our  efforts  to  work  closely  with  all  sectors  of  the 
maritime  industry  in  cooperative  research  and  development  to  assist 
in  the  revitalization  of  this  important  national  capability. 

Maritime  Guaranteed  Loan  (Title  XI)  Program 

An  appropriation  of  $44,000,000  is  requested  for  subsidy  costs  and 
administrative  expenses  associated  with  new  loan  guarantee 
commitments  for  FY  1997.  Of  the  total,  $40,000,000  is  required  to 
cover  subsidy  costs  and  $4,000,000  is  to  cover  administrative  costs. 
These  resources  will  permit  loan  guarantees  of  about  $570  million 
during  FY  1997  to  strengthen  America's  shipyards  and  introduce 
newer  more  efficient  ships  into  the  fleet. 
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SUMMARY 

In  summary,  we  are  requesting  for  FY  1997  an  appropriation  to 
liquidate  contract  authority  of  $148,430,000  for  Operating-Differential 
Subsidies;  $100,000,000  for  the  Maritime  Security  Program; 
$78,097,000  for  Operations  and  Training;  and  $44,000,000  for  the 
Maritime  Guaranteed  Loan  Program  (Title  XI). 

QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

Question  1:    In  light  of  the  fact  that  Congress  appropriated  $46,000,000  for  the 
Maritime  National  Security  Program  for  fiscal  year  1996  subject  to  an  authorization 
that  has  not  yet  been  passed,  please  provide  an  estimate  of  expected  end  of  year 
carryover  funds  in  this  account,  along  with  an  updated  estimate  of  FY  1997  needs. 

Answer.    If  the  Maritime  Security  Program  is  enacted  on  July  1,  1996,  the  expected 
end  of  year  carryover  funds  in  the  Maritime  National  Security  Program  account  will  be 
approximately  $32.5  million.   MARAD  intends  to  use  the  full  Maritime  Security 
Program  authorization  of  $100  million  for  FY  97.    H.R.  1350,  the  Maritime  Security 
Act,  passed  by  the  House  and  before  the  Senate,  authorizes  $100,000,000  for  each 
fiscal  year  through  FY  2005  (see  Attachment  I). 

Question  2:   Within  the  Maritime  Guaranteed  Loan  (Title  XI)  account  there  were 
significant  funds  carried  over  into  FY  1996  in  addition  to  the  $40,000,000  provided  by 
Congress.   What  is  the  current  estimate  of  end-of-year  carryover  funds  for  this  year? 
What  is  the  current  estimated  loan  volume  for  FY  1997?  Are  there  steps  that  can  be 
taken  to  lower  the  subsidy  rate  on  these  loans? 

Answer:    Based  upon  our  current  pending  applications  and  number  of  applications 
anticipated  to  be  filed  this  year,  it  is  estimated  that  there  will  be  a  sufficient  number  of 
viable  projects  to  utilize  all  appropriated  funds  this  fiscal  year.   Therefore,  no  funds 
will  be  carried  over  into  the  next  fiscal  year.   During  FY  1997,  we  anticipate  utilizing 
the  entire  $40  million  appropriation  to  cover  estimated  loan  approvals. 

In  connection  with  MARAD's  FY  1996  budget  request,  legislation  was  proposed  by 
the  Administration  to  increase  the  annual  guarantee  fee  paid  by  borrowers  by  one- 
half  percent,  which  would  have  reduced  the  amount  of  appropriation  required  to 
support  the  Title  XI  program.   However,  this  legislation  was  never  enacted.   H.R. 
1350,  the  Maritime  Security  Act,  includes  amendments  to  the  Title  XI  program  that 
establishes  a  system  of  risk  categories  that  some  have  interpreted  as  lowering  the 
subsidy  rate.    However,  the  legislation  does  not  include  the  fee  increase  by  one-half 
percent,  therefore  OMB  is  not  likely  to  reduce  the  subsidy  rate. 

Question  3:    Please  provide  the  subcommittee  with  some  specific  examples  of 
research  and  development  projects  underway  at  MARAD,  including  the  location  of 
this  work  and  how  it  is  distinguished  from  work  being  conducted  by  others  within  the 
Department  of  Transportation  or  within  the  Department  of  Defense. 
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Answer    Although  we  have  not  received  an  appropriation  for  research  and 
development  (R&D)  projects  for  FY  1996,  the  following  activities  are  being  conducted 
as  a  result  of  FY  1995  program  obligations: 

a.  We  are  continuing  our  specialized  support  of  the  President's  National 
Shipbuilding  Initiative  through  our  Shipyard  Revitalization  R&D  Program  that 
works  closely  with  the  U.S.  shipbuilding  industry  to  achieve  world-class 
competitive  capabilities. 

b.  We  are  continuing  a  very  successful  joint  venture  R&D  activity  with  the  marine 
intermodal  industry,  known  as  the  Cargo  Handling  Cooperative  Program,  that 
has  been  at  the  leading  edge  of  applying  advanced  information  systems 
technology  to  improve  the  efficiency  of  cargo  operations  at  the  nation's  ports. 

c.  We  are  continuing  a  unique  opportunity  to  address  the  issues  of  U.S.  flag  ship 
operations  competitiveness  through  a  joint  venture  R&D  activity  with  the  vessel 
operating  industry,  known  as  the  Ship  Operations  Cooperative  Program,  that  is 
exploring  a  wide  range  of  technological  innovations. 

d.  We  are  continuing  to  give  attention  to  a  growing  intermodal  Human  Factors 
Research  Program  that  will  directly  attack  the  cause  of  80%  of  marine 
accidents,  focusing  on  improvements  in  education,  training  and  certification  of 
all  maritime  operations  personnel. 

e.  We  are  continuing  to  support  the  President's  environmental  initiatives  through 

a  Marine  Environmental  Protection  R&D  program  dealing  with  the  requirements 
of  the  Clean  Air  and  Clean  Water  Acts  (as  amended),  focusing  on  vessel 
emissions  control,  overboard  discharge  of  contaminants,  and  harbor  channel 
dredging. 

f.  We  are  continuing  our  activities  with  the  Marine  Board  and  the  Transportation 
Research  Board  of  the  National  Academy  of  Science's  National  Research 
Council  that  address  technology  policy  issues  that  are  fundamental  to  the  safe 
and  efficient  performance  of  the  marine  transportation  system. 

This  work  is  being  conducted  at  various  locations  around  the  United  States.  It  is  also 
uniquely  focused  on  the  specific  missions  of  the  Maritime  Administration  and  is  not  a 
duplication  of  any  other  efforts  in  either  DOT  or  DOD. 

These  R&D  activities  involve  cost-shared  joint  venture  partnerships  with  the  maritime 
industry  that  are  focused  on  technology  assessment  and  deployment  for  the 
commercial  benefit  of  that  industry  in  meeting  national  goals  and  objectives.  The 
Federal  Aviation  Administration,  the  Federal  Highway  Administration,  the  National 
Highway  Traffic  Safety  Administration,  the  Federal  Railroad  Administration,  the 
Federal  Transit  Administration,  or  the  Research  and  Special  Programs  Administration 
do  not  have  any  R&D  relationships  with  the  maritime  industry.   The  U.S.  Coast  Guard 
(USCG)  has  a  very  tightly  focused  R&D  program  in  direct  support  of  its  operational 
and  regulatory  responsibilities.   It  does  not  enter  into  joint  venture  R&D  partnerships 
with  the  maritime  industry. 

The  Army  and  the  Air  Force  do  not  have  any  R&D  relationships  with  the  maritime 
industry.   The  Navy,  as  with  the  USCG,  has  a  very  tightly  focused  R&D  program  in 
direct  support  of  its  operational  and  combatant  responsibilities.   There  are  a  number 
of  areas  where  MARAD  and  the  Navy  work  closeiy  together,  such  as  in  the  Advanced 
Research  Projects  Agency's  MARITECH  and  Strategic  Sealift  programs.   These 
areas  are  complimentary  and  work  is  carried  out  in  a  coordinated  manner  to  insure 
that  there  is  no  duplication  of  effort. 
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Question  4:    Please  provide  more  detail  than  was  included  in  your  FY  1997  "Budget 
Estimates,  Submission  to  Congress"  regarding  the  tasks  performed  by  the  requested 
559  full-time  permanent  positions.   Please  also  provide  a  detailed  breakdown  of  the 
$19,982,000  request  for  "Other  Services"  within  your  Operations  Account. 

Answer: 

a  MARAD's  FY  1997  budget  includes  559  full-time  permanent  positions. 

However,  we  manage  primarily  on  the  basis  of  full-time  equivalents  (FTE). 

The  following  descriptions  of  our  program  activities  are  in  terms  of  FTE.   A 

summary  of  positions  and  FTE  by  program  activities  is  provided 

(see  Attachment  II). 

U.S.  Merchant  Marine  Academy  -  203  FTE 

Includes  all  the  staff  at  Kings  Point  paid  from  appropriated  funds,  including  the 
Academy  Superintendent's  office  and  the  various  academic,  regimental,  and  support 
organizations. 

Additional  Training/State  Maritime  Academies  -  20  FTE 

Additional  Training  and  related  activities  include: 

(1)  operating  marine  fire  fighting  schools  at  Earle,  NJ  and  Toledo,  OH; 

(2)  conducting  marine  diesel  engineering  courses  at  Kings  Point; 

(3)  overseeing  USMMA  programs  from  the  Washington  Headquarters  level 
assisting  with  Congressional  inquiries  as  to  nominations  for  Academy 
appointments: 

(4)  keeping  current  analytical  data  on  maritime  industries'  workforce:  and 
facilitating  stable  labor-management  relations,  industry-wide. 

State  Academies  work  includes: 

(1)  making  annual  payments  to  the  State  Academies; 

(2)  processing  periodic  payments  to  certain  enrolled  students;  and, 

(3)  contracting  for  the  repair  of  the  schools  training  ships  which  MARAD 
provides  the  schools  from  our  reserve  fleet. 

Emergency  Planning  &  Operations  •  22  FTE 

MARAD  conducts  various  activities  in  support  of  its  National  Security  mission.   These 
include  participating  with  related  Federal  units  and  foreign  allied  governments  in 
various  war,  emergency,  and  continuity  of  government  planning  operations  and 
exercises,  continuing  liaison  with  NATO  on  a  variety  of  military  matters  of  mutual 
concern,  administering  the  on-going  War  Risk  Insurance  Program,  and  a  number  of 
other  domestic  (FEMA)  and  military  emergency  preparedness  activities.   When  it 
becomes  active,  MARAD's  Maritime  Security  Program  and  additional  needed 
readiness  activities,  such  as  VISA,  will  be  part  of  this  program  element. 

Advanced  Ship  Development  &  Construction  - 15  FTE 

The  focus  of  this  activity  are  MARAD's  various  efforts  to  revitalize  American 
shipbuilding,  an  industry  essential  to  our  industrial  base.   The  program  also 
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comprises  MARAD's  residual  shipbuilding  expertise,  the  only  source  of  expert 
commercial  shipbuilding  knowledge  within  the  Federal  sector. 

This  program  includes  MARAD's  management  of  Mahtech  projects  which  are  funded 
by  ARPA  (OOD).   Through  FY  1996.  MARAD  has  awarded  and  administers  33  active 
projects  with  a  total  value  of  $158.7  million  of  which  $63.2  million  was  DOD/ARPA 
funded.   The  Maritech  program  is  designed  to  improve  the  commercial 
competitiveness  of  the  U.S.  shipbuilding  industry  through  the  development  and 
application  of  advanced  technology.  We  have  also  established  an  international 
shipbuilding  standards  library  that  is  accessible  by  the  shipbuilding  industry  and  helps 
the  industry  reduce  costs 

Capital  Construction  Funds/Construction  Reserve  Funds  -  2  FTE 

MARAD's  CCF/CRF  Program  allows  eligible  U.S.  ship  owners  and  operators  to 
deposit  certain  earnings  into  tax-deferred  funds  that  are  used  to  assist  fund  holders  in 
accumulating  the  capital  necessary  to  build,  acquire,  and  reconstruct  vessels.   The 
vessels  must  be  operated  in  U.S.  foreign  commerce,  on  the  Great  Lakes,  or  in  the 
non-contiguous  domestic  trade.   MARAD  now  administers  are  about  110  CCF 
agreements  and  six  CRF  agreements. 

Operating-Differential  Subsidy  •  32.5  FTE 

The  ODS  Program  will  end  shortly  to  be  replaced  by  the  new  MSP  program.   There 
are  still  five  active  liner  ODS  agreements  covering  about  50  ships.   The  first  of  these 
will  expire  in  December  1996;  the  remained  will  expire  in  or  before  December  1998. 
Several  of  the  bulk  contracts  extend  to  2001    As  the  ODS  program  has  wound  down, 
we  have  reduced  dedicated  staffing  as  part  of  achieving  employment  and  budget 
reductions.   We  will  also  move  some  of  the  ODS  staff  to  help  do  some  of  the 
preliminary  work  needed  getting  MSP  up  and  running  and  to  work  with  TRANSCOM 
on  other  new  readiness  initiatives  such  as  VISA. 

Market  Development  -  23.5  FTE 

MARAD's  marketing  assistance  programs  are  aimed  at  increasing  U.S. -flag 
participation  in  the  Nation's  oceanborne  foreign  commerce. 

The  program  focuses  on  market  research  and  marketing  assistance  to  increase  the 
commercial  cargoes  carried  by  U.S. -flag  operators.   The  marketing  program  (1)  helps 
U.S.  operators  find  sources  of  possible  cargo  and  12)  encourages  firms  exporting  or 
importing  goods  to  use  U.S.-flag  ships  for  their  international  shipments.    It  includes 
(1)  monitoring  bilateral  and  similar  trade  agreements  and  (2)  assessing  the  impact  of 
discriminatory  or  potentially  discriminatory  trade  practices  or  regulations  on  U.S. -flag 
vessels. 

Cargo  Preference  -  19.5  FTE 

MARAD  is  responsible  for  monitoring  the  compliance  of  Federal  Agencies  with  the 
various  caroo  preference  laws,  as  they  relate  to  the  shipment  of  oceanborne  cargoes. 
Three  basic  laws  are  involved;  the  Cargo  Preference  Acts  of  1904  and  1954  and 
Public  Resolution  17.   There  are  also  several  separate  statutes  governing  agricultural 
cargo  preference.   All  of  these  require  that  specific  percentages  of  oceanborne 
cargoes  generated  or  sponsored  by  the  U.S.  Government  be  shipped  on  U.S.-flag 
ships.   MARAD  monitors  the  various  programs,  contracts,  and  agreements  to  monitor 
and  help  ensure  compliance. 


Port  Activities  -  14  FTE 

MARAD  provides  technical  assistance  in  port  planning  and  operations  to  State  and 
local  port  authorities  and  the  private  port  industry.    It  also  develops  contingency  plans 
for  the  utilization  of  ports  and  port  facilities  to  meet  defense  needs  in  time  of  war  or 
national  emergency. 

The  port  programs,  along  with  MARAD's  intermodal,  domestic  shipping,  and 
environmental  programs,  focus  on  activities  that  are  part  of  the  overall  U.S. 
transportation  infrastructure  so  as  to  be  fully  integrated  with  those  of  the  other  DOT 
modal  administrations.   This  assures  that  the  connectivity  needs  of  the  maritime- 
related  industry  are  considered  and  funded  as  part  of  State  and  regional 
transportation  plans.    Specifically  important,  in  our  view,  is  ensuring  adequate 
landside  access  to  ports. 

Intermodal  Activities  -  8.0  FTE 

MARAD  conducts  programs  to  promote  the  development  and  improved  utilization  of 
marine  intermodal  transportation  systems  and  procedures.   MARAD  provided 
technical  information,  assistance,  and  advice  to  a  variety  of  other  organizations  - 
Federal,  State,  Local,  International,  and  Private  -  on  intermodal  advancements  and 
the  importance  of  additional  infrastructure  improvements. 

Environmental  Activities  -  7.5  FTE 

MARAD  conducts  numerous  activities  to  ensure  that  environmental  concerns  are 
appropriately  factored  into  business  decisions.   MARAD  serves  as  an  advocate  for 
the  U.S.  maritime  industry  in  addressing  environmental  issues  and  investigates 
marine-related  environmental  problems  to  develop  workable  solutions,  including 
developing  guidelines  and  national  and  international  standards  through  participation  in 
the  activities  of  such  organizations  as  ISO,  IMO,  ASTM,  and  NSRP,  in  close 
collaboration  with  USCG,  EPA,  DOE,  and  others,  as  appropriate. 

Domestic  Shipping  Activities  -  8  FTE 

MARAD  conducts  various  activities  to  promote  the  domestic  shipping  industry  which 
operates  on  the  Great  Lakes,  the  inland  waterways,  and  in  the  coastwise,  intercostal, 
and  domestic  offshore  trades.  This  includes  preparing  recommendations  of  proposed 
Jones  Act  waivers  and  maintaining  data  and  performing  analyses,  based  on  the  Army 
Corps  of  Engineers  master  data  files,  on  all  aspects  of  domestic  waterborne  carriage 
of  goods  and  problems  and  opportunities  associated  therewith.  The  domestic 
shipping  industry  carries  a  total  of  over  1  billion  short  tons  of  cargo  each  year. 

Research  and  Development  -  0  FTE 

MARAD's  R&D  program  has  not  been  funded  since  FY  1995. 

General  Administration  - 171  FTE 

Four  broad  components  make  up  MARAD's  "General  Administration"  activity.   These 
are: 

1    Executive  Direction  49  0  FTE 

2.  Executive  Staff  48.0  FTE 

3.  Administration  &  Finance  66.0  FTE 

4.  Nonceiling  8.0  FTE 

Total  171.0  FTE 
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Executive  Direction  includes  those  people/FTE  generally  involved  in  the  management 
of  more  than  one  MARAD  program  encompassing  the  associated  professional  and 
clerical  staff    Included  are  the  Office  of  the  Maritime  Administrator  and  Deputy 
Administrators,  the  Associate  Administrators  and  Region  Directors  and  their 
immediate  staffs,  and  several  Office  Directors. 

Executive  Staff  includes  those  people/FTE  who  perform  functions  generally  across 
program  lines  in  support  of  the  Maritime  Administrator  or  Maritime  Administration  as  a 
whole.    Examples  include  the  Office  of  Policy  and  Plans,  a  segment  of  the  Chief 
Counsel's  office,  the  Office  of  Congressional  and  Public  Affairs,  the  Secretary  of  the 
Maritime  Administration/Maritime  Subsidy  Board,  the  Office  of  International  Affairs, 
and  our  Freedom  of  Information,  Privacy  Ad,  and  Correspondence  Control  Units. 

Administration  &  Finance  make  up  the  third  element  of  General  Administration, 
although  some  large  organizations  separate  the  two  into  distinct,  mutually  exclusive 
areas.   These  functions  include  accounting,  personnel,  contracting,  budgeting, 
property,  inventory  control,  records  disposal  and  retention,  automatic  data  processing, 
supply  and  office  services,  and  the  many  other  non-glamorous  but  none-the-less 
essential  general  administrative  activities. 

General  Administration  also  includes  about  15  (8  FTE)  disadvantaged  high  school 
and  college  students  (called  Nonceilinq  employees)  who  work  part-time  after  school 
and  during  school  breaks.    In  order  to  gain  valuable  work  experience,  they  are 
assigned  to  various  MARAD  offices,  Headquarters  and  field. 

b         MARAD's  FY  1997  budget  for  Operations  and  Training  requests  $19,982,000 
for  "Other  Services,"  which  comprises  the  following  requirements  ($000): 

Engineering  consulting  services  for  the 

Merchant  Marine  Academy  225 
Reimbursement  to  the  Department  of 

Transportation's  Working  Capital  Fund  3,140 
Custodial  services  at  the  Merchant  Marine  Academy 

and  firefighting  schools  1 ,003 

Food  services  at  the  Merchant  Marine  Academy  2,108 

ADP  contract  services,  maintenance,  equipment,  etc.  3,215 

Schoolship  maintenance  and  repair  7,925 

Research  and  development  1 ,764 

Other  contractual  services  and  reimbursements  602 

Total  19.982 
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ATTACHMENT  1 

1  "AUTHORIZATION  OP  APPROPRIATIONS 

2  "Sec.  655.  There  are  authorized  to  be  appropriated 

3  for  operating  agreements  under  this  subtitle,  to  remain 

4  available  until  expended,   $100,000,000   for  fiscal  year 

5  1996  and  such  sums  as  may  be  necessary,  not  to  exceed 

6  $100,000,000,  for  each  fiscal  year  thereafter  through  fis- 

7  cal  year  2005.". 

8  SEC.  3.  TERMINATION  OF  OPERATING-DIFFERENTIAL  SUB- 

9  SIDY  PROGRAM. 

10  (a)  Limitation  on  Payments  for  Older  Ves- 

1 1  sels.— Section  605(b)  of  the  Merchant  Marine  Act,  1936 

12  (46  App.  U.S.C.  1175(b)),  is  amended  to  read  as  follows: 

13  "(b)  No  operating-differential  subsidy  shall  be  paid 

14  for  the  operation  of  a  vessel  after  the  calendar  year  the 

15  vessel  becomes  25  years  of  age,  unless  the  Secretary  of 

16  Transportation  has  determined,  before  the  date  of  enact- 

17  ment  of  the  Maritime  Security  Act  of  1995,  that  it  is  in 

1 8  the  public  interest  to  grant  such  financial  aid  for  the  oper- 

19  ation  of  such  vessel.". 

20  (b)  Wind-Up  of  Program. — Subtitle  A  of  such  Act 

21  (46  App.   U.S.C.    1171   et  seq.),   as  designated  by  the 

22  amendment  made  by  section  2(1),  is  further  amended  by 

23  adding  at  the  end  the  following  new  section: 

24  "Sec.  616.  (a)  After  the  date  of  enactment  of  the 

25  Maritime  Security  Act  of  1995,  the  Secretary  of  Transpor- 
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FY  1997  MARITIME  ADMINISTRATION  BUDGET 
(559  Direct-Funded  Positions,  546  FTE) 


Attachment  II 


Budget  Programs 

MARITIME  EDUCATION  AND  TRAINING 

Merchant  Marine  Academy 
Additional  Training/State  Schools 
OPERATIONS 

Operating  Programs 

Emergency  Planning  &  Operations 

Advanced  Ship  Development  &  Construction 

Capital  Construction  Fund 

Oper.  Differential  Subsidy 

Market  Development 

Cargo  Preference 

Port  Activities 

Intermodal  Activities 

Envir.  Activities 

Domestic  Shipping 

Research  &  Development 

General  Administration 
TOTAL 


Permanent 
Position 

FTE 

208 

203.0 

20 

20.0 

22 

22.0 

16 

15.0 

2 

2.0 

33 

32.5 

24 

23.5 

20 

19.5 

15 

14.0 

8 

8.0 

8 

7.5 

8 

8.0 

0 

0.0 

175 

171.0 

559 

546.0 

FEDERAL  MARITIME  COMMISSION 
PREPARED  STATEMENT  OF  HAROLD  J.  CREEL,  JR.,  CHAIRMAN 

Mr.  Chairman  and  members  of  the  Subcommittee,  thank  you  for 
the  opportunity  to  submit  a  statement  to  you  to  present  the 
President's  fiscal  year  1997  budget  for  the  Federal  Maritime 
Commission. 

The  President's  budget  for  the  Commission  provides  $15,000,000 
for  fiscal  year  1997.  The  $15,000,000  represents  a  net  increase  of 


$145,000  from  the  Commission's  appropriation  of  $14,855,000  in  FY 

1996.  Included  in  the  increase  is  $535,000  for  administrative 
expenses,  offset  by  a  reduction  of  $390,000  for  salaries  and 
benefits.  While  there  is  a  slight  increase  of  $145,000  in  our 
funding  request  for  FY  97,  I  wish  to  point  out  that  the  Commission 
sustained  a  20%  cut  in  its  budget  resources  between  FY  95  and  FY  96 
—  almost  $4,000,000. 

In  accordance  with  section  31002  of  the  Omnibus  Consolidated 
Rescissions  and  Appropriations  Act,  1996  (H.R.  3019) ,  OMB  has 
advised  the  Commission  of  a  pro  rata  rescission  of  $19,000. 
Therefore,  our  appropriations  level  for  FY  1996  is  reduced  by 
$19,000. 

The  Commission's  budget  contains  very  limited  discretionary 
spending.  Virtually  all  of  the  Commission's  budget  is  composed  of 
mandatory  or  essential  expenses  such  as  salaries  and  benefits,  rent 
and  guard  services,  health  service  and  accounting  services, 
telephone  and  other  communications  costs,  supplies,  mandatory 
training,  and  printing  and  reproduction  costs.  Such  expenses  make 
up  approximately  99%  of  our  appropriation  and  are  essential  for  the 
Commission  to  perform  its  statutory  mandates.  In  order  to  operate 
within  this  budget,  we  have  provided  minimal  funding  for 
promotions,  supplies,  furniture  and  equipment,  and  we  have 
eliminated  funding  for  performance  and  incentive  awards  and  have 
reduced  office  space.  Travel  is  straight-lined  at  the  fiscal  year 
1996  level  of  $81,000  —  which  is  50%  of  the  1995  level. 

The  budget  also  requires  that  we  reduce  the  Commission's 
authorized  FTE  level  from  201  FTEs  in  FY  1996  to  180  FTEs  in  FY 

1997.  At  present,  the  Commission  has  159  employees  on  board,  down 
from  231  employees  five  years  ago,  and  over  300  fifteen  years  ago. 
Currently,  most  are  located  in  Washington,  D.C.,  with  a  total  of 
eight  employees  staffing  the  FMC's  three  field  offices  in  New  York, 
Los  Angeles  and  Miami.  I  will  discuss  my  plans  for  the 
Commission's  field  operations  later  in  this  statement. 

The  Federal  Maritime  Commission  was  established  by  Congress  in 
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1961  as  an  independent  agency  to  oversee  international  ocean 
transportation,  which  is  the  very  means  by  which  the  United  States 
participates  in  international  trade,  and  the  overwhelming  majority 
of  our  nation's  exports  and  imports  are  transported.  The  primary 
functions  of  the  Commission  are  to  ensure  a  fair  system  of 
oceanborne  transportation  for  the  benefit  of  U.S.  exporters  and 
importers  and  to  protect  U.S.  trades  from  unfair  foreign  shipping 
practices.  The  industry  the  Commission  supervises  transported  12.7 
million  containerloads  of  imports  and  exports  in  1995,  with  a  value 
of  greater  than  $415  billion. 

I  would  like  to  mention  some  Commission  activities  in 
particular  to  highlight  the  Commission's  approach  to  its  mission. 
As  I  mentioned  above,  the  Commission  currently  has  three  field 
offices,  employing  a  total  of  eight  staffers.  Shortly  after 
assuming  the  Chairmanship,  I  initiated  a  review  of  the  agency's 
field  operations,  consistent  with  instructions  from  the  House 
Appropriations  Subcommittee  that  the  Commission  explore  ways  to 
maximize  the  utilization  of  modern  communications  capabilities  to 
improve  effectiveness  and  reduce  reliance  upon  physical  office 
space.  As  a  result  of  that  review,  on  April  3,  I  announced  that 
the  Commission  would  be  closing  its  district  offices  in  June  of 
this  year  in  favor  of  another  approach  to  field  investigations  and 
enforcement.  The  Commission  will  maintain  a  presence  in  Los 
Angeles,  Miami,  New  Orleans  and  Seattle /Tacoma  through  area 
representatives  who  will  rely  on  the  latest  telecommunications 
technologies.  These  representatives  also  will  serve  the  other 
major  port  cities  and  transportation  centers  in  their  respective 
areas  on  a  regular  rotating  basis.  Coverage  of  the  North  Atlantic 
region  will  be  the  responsibility  of  the  Commission's  current 
Washington,  D.C.  staff.  The  four  area  representatives,  supported 
by  headquarters  staff,  will  carry  out  the  agency's  enforcement  and 
liaison  activities  through  the  use  of  up-to-date  technologies  in 
telecommunications  and  information  systems. 


Specifically,  the  area  representatives  will  be  equipped  with 
PC  and  laptop  computers,  cellular  phones,  FAX  and  pager  capability, 
and  access  to  the  Commission's  headquarters  E-mail  and  automated 
tariff  filing  and  information  system  database.  The  FMC  will  be  on 
the  Internet  and  the  World  Wide  Web,  providing  the  shipping  public 
with  access  to  pertinent  information  via  its  own  Web  page.  Rather 
than  being  bound  to  an  office  setting,  the  representatives  will 
spend  their  workdays  in  the  field,  travelling  as  necessary  to  the 
major  transportation  centers  throughout  their  geographic  zones, 
responding  directly  to  industry  concerns  and  investigative  demands. 
I  believe  that  this  new  operating  structure  is  progressive,  will 
ultimately  reduce  Commission  costs,  and  will  provide  a  mobile, 
efficient  method  of  meeting  the  challenges  presented  by  reduced 
resources . 

The  Commission  continues  to  improve  its  effectiveness  and 
efficiency  through  the  use  of  telecommunications  and  data 
technologies  in  other  ways.  The  Commission's  Automated  Tariff 
Filing  and  Information  ("ATFI")  System  renders  the  statutory 
tariff-filing  requirements  less  burdensome  on  the  carriers  and  more 
useful  to  the  shippers  who  rely  on  tariffs.  Carriers  can  file 
tariff  information  from  anywhere  in  the  world  at  any  time  of  day  or 
night.  Similarly,  shippers  or  freight  forwarders  can  obtain  a 
complete  "down  to  the  penny"  calculation  of  all  lawfully  available 
carrier  rates  by  simply  pushing  a  computer  button,  and  thereby  make 
a  fully  informed  decision  on  the  best  way  of  moving  their  cargo. 

It  should  also  be  noted  that  ATFI  tariff  filings  are  utilized 
by  the  Commission  to  monitor  the  pricing  practices  of  conferences 
and  other  carrier  rate-setting  organizations.  Provisions  of  the 
1984  Act  also  make  suspension  of  tariffs  (or  the  threat  of 
suspension)  a  primary  method  for  the  Commission  to  police  against 
predatory  rate-cutting  by  carriers  owned  or  controlled  by  foreign 
governments . 

With  respect  to  its  investigatory,  monitoring  and  enforcement 
activities,  the  Commission  has  invigorated  its  efforts  to  confront 
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and  terminate  malpractices  in  major  trades.  We  continue  to  develop 
innovative  targeted  monitoring  techniques,  and  to  administer  a 
variety  of  monitoring  programs  designed  to  identify  current  trade 
conditions,  emerging  commercial  trends,  and  carrier  pricing  and 
service  activities  in  the  U.S.  liner  trades. 

The  Commission's  responsibilities  under  the  Foreign  Shipping 
Practices  Act  and  Section  19  of  the  Merchant  Marine  Act,  1920, 
include  protecting  shippers  and  carriers  from  restrictive  or  unfair 
practices  of  foreign  governments  and  foreign-flag  carriers.  In  the 
past  ten  years,  the  Commission  has  initiated  numerous  actions 
against  various  countries,  including  China,  Korea,  Japan,  Taiwan, 
Colombia,  Brazil,  and  Ecuador.  In  each  instance,  the  underlying 
issues  were  resolved  successfully  and  expeditiously,  to  the 
satisfaction  of  the  affected  U.S.  parties. 

Additional  functions  performed  by  the  Commission  include 
ensuring  that  cruise  vessel  operators  have  sufficient  resources  to 
pay  judgments  to  passengers  for  personal  injury  or  death  or  for 
nonperformance  of  a  voyage  pursuant  to  sections  2  and  3  of  P.L.  89- 
777,  and  the  licensing  of  ocean  freight  forwarders  under  section  19 
of  the  1984  Act. 

The  Commission  also  provides  an  expeditious  and  inexpensive 
forum  for  the  resolution  of  disputes  between  private  parties 
involved  in  ocean  transportation.  A  substantial  number  of  such 
complaints  have  been  filed  with  the  Commission.  The  Commission 
also  provides  informal  procedures  for  the  resolution  of  disputes. 
In  the  past  year,  the  Commission  has  entertained  162  special  docket 
applications  and  32  informal  dockets,  granting  shippers  in  many 
instances  refunds  or  waivers  of  freight  charges.  The  Commission's 
processes  have  provided  a  more  affordable  and  expeditious  means  of 
allowing  small  shippers  to  obtain  relief  than  would  filing  lawsuits 
in  the  more  costly  and  formal  judicial  system.  Further,  the 
Commission's  ombudsman  mediates  maritime  disputes  on  behalf  of  the 
public,  thereby  avoiding  the  costs  of  litigation. 

There  has  been  much  public  discussion  of  the  current  role  of 


the  Commission  and  the  continued  need  for  the  statutes  under  which 
the  Commission  operates.  I  firmly  believe  that  an  agency  with 
independent  status  is  required  to  oversee  our  oceanborne  foreign 
commerce.  An  independent  agency  can  be  impartial  in  performing 
regulatory  functions.  It  can  also  resolve  the  many  disputes  and 
complaints  among  shippers,  carriers,  NVOCCs,  forwarders,  ports  and 
terminals,  without  being  subjected  to  political  concerns,  foreign 
policy  considerations,  or  the  overriding  importance  of  extraneous 
non-maritime  factors  —  an  important  consideration  given  the 
agency's  quasi- judicial  function  of  dispute  resolution.  If 
maritime  issues  are  important  to  our  nation,  regulatory  functions 
pertaining  to  those  interests  are  better  housed  in  a  specialized, 
expert  and  streamlined  agency.  If  buried  in  an  already 
overburdened  bureaucracy,  they  are  more  apt  to  get  lost  in  the 
cracks,  become  politicized,  or  take  a  back  seat  to  other  priorities 
and  other  constituencies. 

Moreover,  it  is  imperative  that  an  independent  entity  continue 
to  exercise  the  Commission's  mandate  to  protect  against  restrictive 
trade  practices  by  foreign  countries.  When  a  foreign  country 
restricts  U.S.  carriers'  access  to  foreign  port  facilities,  or 
imposes  severe  restrictions  on  shippers'  choice  of  carriers,  or 
requires  shippers  to  use  only  the  national  or  government-sanctioned 
intermediaries,  having  an  independent  agency  to  address  these 
matters  is  crucial.  Otherwise,  the  immediate  maritime  concerns 
could  become  subservient  to  other  foreign  policy  or  trade  issues. 
The  Commission's  great  success  in  these  areas  is  directly 
attributable  to  its  independence  from  the  Departments  of 
Transportation,  State,  and  Commerce,  and  demonstrates  the 
effectiveness  and  importance  of  preserving  independence.  The 
retention  of  an  independent  agency  is  a  notion  that  most  parties  to 
the  debate  now  agree  on  —  regardless  of  their  position  on  the 
underlying  issues. 

Until  such  time  as  legislation  is  enacted  to  amend  our 
shipping  laws,  the  Commission  must  be  permitted  to  do  the  job 
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entrusted  to  it.  Some  would  advocate  cutting  the  agency's  budget, 
and  then  making  changes  in  the  law.  I  believe  the  better  way  to 
address  change  is  to  make  the  appropriate  substantive  changes 
first,  then  tailor  the  funding  to  suit  the  agency  and  its  functions 
as  crafted  by  the  new  legislation.  Drastic  budget  cutting  last 
year  forced  the  agency  to  eliminate  positions  and  reduce  services 
to  the  public.  I  am  concerned  that  additional  cuts  would 
jeopardize  critical  Commission  mandates  that  are  at  the  core  of  its 
mission.  Moreover,  if  the  budget  is  cut  prior  to  making 
substantive  changes  in  the  law,  the  Commission  would  be  forced  to 
choose  which  of  the  statutory  mandates  to  enforce.  Determining  the 
role  and  responsibilities  of  an  agency  is  a  function  properly  left 
to  Congress  to  legislate,  not  to  the  agency  itself. 

The  agency  needs  its  full  fiscal  year  1997  budget  request  in 
order  to  fulfill  its  many  statutory  duties  effectively.  First, 
although  the  closing  of  the  Commission's  field  offices  and  the 
concurrent  establishment  of  the  area  representative  positions  will 
result  in  future  savings,  these  changes  will  unavoidably 
necessitate  higher  costs  in  fiscal  year  1996,  and  some  temporary 
termination-related  and  start-up  costs  associated  with  the  changes 
will  be  incurred  in  fiscal  year  1997.  Second,  we  at  the  Commission 
still  have  a  wide  range  of  functions  and  programs  dictated  by  our 
statutes.  We  are  responsible  for  challenging  and  negotiating 
amendments  to  carrier  conference  agreements  found  to  be  excessively 
anticompetitive;  we  process  freight  forwarder  applications  as  well 
as  applications  for  financial  responsibility  certificates  for 
passenger  vessels;  we  resolve  informal  complaints  and  adjudicate 
formal  complaints;  we  ensure  that  HVOCCs  and  forwarders  are  bonded; 
we  administer  the  ATFI  system;  we  monitor  service  contract  filings; 
we  take  action  to  combat  fraud  and  other  acts  deemed  unlawful;  we 
perform  investigatory  functions;  we  combat  foreign- imposed 
discriminatory  or  unfair  shipping  practices  injuring  U.S.  shippers 
or  carriers. 

Were  the  Commission  to  be  underfunded,  and  its  statutory 
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functions  continued  intact,  the  result  would  be  a  severe  strain  on 
its  ability  to  perform  its  mandate  appropriately.  Most  statutory 
functions  would  be  hampered  or  delayed;  at  risk  would  be  the 
Commission's  ability  to  carry  out  enforcement  and  oversight  of 
standards  and  limitations  of  a  wide  variety  of  activities.  If 
Congress  ultimately  determines  to  revise  some  of  these  functions 
and  programs,  then  of  course  it  would  make  sense  to  adjust  the 
agency's  budget  accordingly.  But  any  deregulation  of  the  maritime 
industry  should  flow  from  amending  the  shipping  laws,  not  from 
cutting  the  funding  of  the  agency  responsible  for  enforcing  them. 
I  urge  the  Subcommittee  to  fully  fund  the  FMC.  Even  a  minor 
reduction  in  funding,  given  the  99%  non-discretionary  spending, 
would  likely  necessitate  reductions-in-force  and/or  furloughs  that 
would  seriously  jeopardize  the  efficacy  of  the  agency's  programs. 
For  example,  a  10%  reduction  in  our  budget  would  require  us  to 
impose  25  furlough  days  on  the  entire  staff.  In  addition,  we  would 
be  forced  to  RIF  29  employees.  With  such  reductions  in  resources, 
the  agency  would  be  put  in  the  untenable  position  of  choosing  which 
of  its  statutory  functions  to  administer  and  which  to  ignore. 

Complete  defunding  of  the  FMC  would  mean,  among  other  things, 
that  concerted  carrier  activity  would  continue  to  receive  antitrust 
immunity  with  no  oversight;  rampant  fraud,  misdescription  and 
discrimination  would  go  unchecked;  restrictive  foreign  shipping 
practices  harming  U.S.  interests  would  go  unchallenged;  an 
accessible  forum  for  resolution  of  disputes  would  disappear; 
unbonded  MVOCCs  and  unlicensed  forwarders  could  prey  on  American 
consumers  with  impunity;  and  U.S.  cruise  passengers  would  suffer 
the  loss  of  financial  protection  against  casualty  and 
nonperformance  of  passenger  vessel  operations.  America  cannot  risk 
its  ocean  transportation  system,  on  which  U.S.  importers  and 
exporters  are  entirely  dependent,  being  reduced  to  chaos.  The  FMC 
oversees  an  industry  which  transports  cargo  with  a  value  in  excess 
of  $415  billion  annually.  We  do  all  this  with  159  personnel,  and 
with  a  budget  of  about  $15,000,000,  a  portion  of  which  is  recovered 
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and  returned  to  the  U.S.  Treasury  through  fines,  penalties  and  user 
fees. 

I  want  to  make  it  clear  that  I  recognize  and  applaud  the  fact 
that  Shipping  Act  reform  is  in  progress.  To  ensure  that  the 
interests  of  all  segments  of  the  industry  are  being  considered,  I 
have  undertaken  a  series  of  discussions  with  the  maritime 
community,  to  help  identify  common  ground.  In  so  doing,  I  am 
optimistic  that  we  might  be  able  to  assist  Congress  as  it 
reformulates  its  shipping  policy  objectives. 

Although  not  part  of  the  Commission's  fiscal  year  1997  budget 
request,  I  want  to  alert  the  Subcommittee  that  OMB  has  instructed 
the  Commission  to  establish  a  "robust"  fee  schedule  in  order  to 
accomplish  the  goal  of  fully  funding  the  agency  in  fiscal  year 
1998;  this  goal  is  reiterated  in  the  narrative  of  the  President's 
Fiscal  Year  1997  Budget.  The  Commission  is  authorized  under  the 
Independent  Offices  Appropriation  Act,  31  U.S.C.  section  9701,  to 
establish  fees  for  services  and  benefits  that  it  provides.  The 
primary  guidance  for  implementation  of  this  Act  is  set  forth  in  OMB 
Circular  A-25.  However,  since  there  are  statutory  limits  placed 
on  the  assessment  of  user  fees,  it  is  not  possible  for  the 
Commission  to  recover  its  full  budget  simply  from  user  fees. 
Therefore,  the  Commission  has  begun  discussions  with  OMB  to  explore 
how  to  obtain  additional  legislative  authority  to  recover  the  full 
cost  of  the  Commission's  yearly  appropriation  -  beginning  in  FY 
1998  -  through  annual  assessments  on  regulated  entities,  i.e., 
carriers,  forwarders,  and  marine  terminal  operators.  To  the  extent 
that  such  legislative  authority  is  required,  I  will  contact  the 
Subcommittee's  staff  and  the  authorization  committee  staff  to 
discuss  this  approach. 

Mr.  Chairman,  I  hope  I  have  adequately  expressed  the 
importance  of  the  work  of  the  FMC,  and  I  respectfully  request 
favorable  consideration  of  the  President's  budget  so  that  the  FMC 
may  continue  to  effectively  perform  our  statutory  functions  in 
fiscal  year  1997. 


23-979  97-23 
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QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

STATUS  OF  FIELD  OPERATIONS 

Question.  Please  provide  a  progress  report  on  the  closing  of 
Federal  Maritime  Commission  (FMC)  field  offices  and  continuation  of 
these  services  through  use  of  area  representatives. 

Answer.  The  Federal  Maritime  Commission  ("FMC"  or 
"Commission")  is  closing  its  three  remaining  field  offices  in  New 
York,  Los  Angeles  and  Miami  effective  June  8,  1996.  On  the  same  day, 
the  Commission  is  instituting  a  new  field  operations  strategy  as  a 
successor  to  the  field  offices  --  the  placement  of  area 
representatives  who,  supported  from  Headquarters,  will  utilize 
alternate  worksites  and  "virtual"  offices  to  carry  out  the 
Commission's  investigative  and  enforcement  programs  within  their 
geographical  areas.  As  a  net  result  of  the  closing  of  the  three  field 
offices  and  the  establishment  of  area  representative  positions,  four 
employees  will  be  separated  by  reduction  -  in  -  force  ("RIF")  as  of  June 
8,  1996.  When  combined  with  the  RIFs  resulting  from  the  closing  of 
four  of  the  Commission's  then-seven  field  offices  on  September  30, 
1995,  a  total  of  20  field  employees  will  have  been  separated  by  RIFs. 
Another  8  left  the  Commission's  employ  after  receiving  RIF  notices  but 
prior  to  their  implementation. 

The  selection  process  for  the  area  representative  positions  has 
been  completed.  There  will  be  four  area  representatives  in  the  field 
(one  each  in  Los  Angeles,  Miami,  New  Orleans,  and  Seattle/Tacoma)  . 
Coverage  of  the  North  Atlantic  region  will  be  the  responsibility  of 
the  existing  Headquarters  staff  in  Washington,  D.C.  The  area 
representatives  in  Los  Angeles  and  Miami  are  on  location  now;  the  area 
representatives  for  Seattle/Tacoma  and  New  Orleans  will  move  soon  to 
their  geographical  areas  of  responsibility.  The  Commission  has 
explored  various  alternative  worksites  (such  as  telecommuting  centers, 
home  offices,  and  shared  space  arrangements)  for  the  area 
representatives,  and  expects  that  such  worksites  will  be  identified 
shortly.  The  Commission  is  in  the  process  of  securing  car  leases, 
cellular  phones,  laptop  computers,  FAX  and  pager  capacity,  and  other 
resources  for  the  area  representatives.  An  FMC  Home  Page  on  the 
Internet  is  being  developed  which  will  include  detailed  information 
concerning  the  area  representatives  and  their  itineraries.  The 
Commission  plans  to  bring  its  area  representatives  to  Washington,  D.C. 
within  a  few  weeks  for  orientation  and  training  to  prepare  them  for 
their  new  roles. 

EFFECTING  STATUTORY  RESPONSIBILITIES 

Question.  Your  written  testimony  contends  that  legislative 
changes  to  shipping  laws  should  precede  budget  cuts  to  your  agency  in 
order  to  avoid  putting  the  Commission  in  a  "position  of  choosing  which 
of  its  statutory  functions  to  administer  and  which  to  ignore."  In 
times  of  budgetary  constraint,  isn't  the  Commission  already  making 
these  choices?  Do  you  feel  that  the  Commission  is  fully  investigating 
and  enforcing  all  applicable  statutes  at  the  present  time  under  your 
current  funding  level? 

Answer.  Despite  recent  budgetary  constraints,  the  Commission 
has  not  yet  had  to  ignore  completely  any  of  its  statutory  functions. 
The  agency's  limited  funding  has  not,  at  least  to  date,  forced  the 
agency  to  choose  whether,  for  example,  to  abandon  its  program  of 
ensuring  that  passenger  vessel  operators  are  financially  responsible 
in  the  event  of  nonperformance  or  casualty,  or  to  cease  to  monitor  the 
effects  of  carrier  conference  agreements  which  receive  antitrust 
immunity,  or  shut  down  its  program  to  combat  unfair  foreign  shipping 
practices.  Rather,  the  lower  funding  levels  and  resulting  lower  FTE 
levels  have  translated  into  diminished  flexibility  and  responsiveness 
in  carrying  out  these  essential  activities,  making  it  extremely 
difficult  to  maintain  prior  standards  of  effectiveness. 

As  an  example,  hard  decisions  are  required  regarding  the  number 
and  depth  of  our  enforcement  initiatives.   While  the  Commission  hopes 
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that  the  newly  established  field  operations  structure  will  be  a  more 
efficient  use  of  its  limited  resources,  the  fact  remains  that  we  have 
only  four  area  representatives  to  cover  virtually  the  entire  country 
--  just  a  few  years  ago,  in  FY  94,  we  employed  30  investigators  in 
seven  port  areas.  Thus,  in  the  FMC ' s  enforcement  area,  the  lack  of 
resources  forces  the  Commission  to  sacrifice  promising  leads  for 
other,  higher  priority  investigations.  Certain  activities  within  the 
enforcement  program,  such  as  ocean  freight  forwarder  audits,  must  be 
curtailed  in  order  to  accommodate  more  immediate  concerns.  Within  the 
framework  of  a  broad-based,  inclusive  enforcement  effort,  these 
problems  multiply,  and  they  ultimately  diminish  the  quantity  and 
quality  of  our  undertakings. 

We  also  are  concerned  that  awareness  of  the  Commission's 
diminished  resources  is  encouraging  unlawful  activity  among  those  who 
otherwise  have  been  deterred  by  more  visible  oversight.  As  the 
maritime  industry  sees  less  enforcement,  the  temptation  to  engage  in 
fraud  and  other  commercial  malpractices  rises,  to  the  detriment  of 
important  U.S.  trade  interests.  The  June  1996  edition  of  American 
Shipper  offers  a  telling  insight  into  the  thinking  of  at  least  one 
bilateral  trading  partner:  during  recent  talks  between  a  U.S. -flag 
carrier  and  Chinese  officials  in  Beijing,  the  discussion  turned  to  the 
possibility  of  expansion  of  the  carrier's  trucking  rights  in  China, 
prompting  a  query  from  Chinese  officials  regarding  "how  long  the  FMC 
would  be  around."  From  this  statement,  it  appears  that  the 
Commission's  work  in  pushing  China  to  end  discrimination  against  U.S.- 
flag  carriers  has  had  a  marked  impact,  and  has  been  beneficial  for 
U.S.  interests.  However,  if  the  Commission's  authority  under  the 
Foreign  Shipping  Practices  Act  cannot  be  exercised  due  to  budgetary 
constraints,  unfair  trading  practices  could  go  unchecked. 

NUMBER  OF  EMPLOYEES  REQUIRED 

Question.  You  note  that  the  Commission  had  over  300  employees 
on  board  15  years  ago.  Setting  aside  the  realities  of  the  current 
budget  situation,  what  would  be  the  ideal  number  of  employees  needed 
for  the  Commission  to  fully  meet  its  mission  as  you  see  it? 

Answer.  As  I  indicated  in  my  testimony,  the  Commission's 
statutory  functions  and  programs  are  undiminished,  although  we  have 
far  fewer  FTEs  and  a  much  smaller  appropriation  than  just  a  few  years 
ago.  Today,  we  are  able  to  fund  only  about  160  FTEs,  although  OMB  has 
authorized  180  FTEs  for  FY  96.  Still,  given  budget  realities,  the 
Commission  does  not  wish  to  be  unrealistic  about  the  possibility. of 
returning  to  FTE  and  appropriations  levels  that  existed  in  the  recent 
past . 

I  believe  that  the  Commission  minimally  requires  an  appropriation 
adequate  to  fully  fund  and  provide  resources  for  our  authorized  FTE 
level  of  180.  This  would  allow  us,  for  instance,  to  place  more  area 
representatives  in  various  geographical  locations,  to  bolster  the 
current  four  employees  engaged  in  this  activity.  This  would 
dramatically  improve  the  productivity  of  the  Commission's  compliance 
and  enforcement  efforts.  The  ability  to  fund  the  higher  FTE  level 
also  would  give  the  Commission  the  opportunity  to  hire  employees  to 
address  weaknesses  that  attrition  caused  in  certain  other  programs. 
Funding  adequate  to  support  our  FTE  level  also  would  provide  a  certain 
flexibility  to  the  Commission  in  meeting  other  needs  which  have  been 
left  wanting  due  to  budget  constraints. 
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U.S.  SECURITIES  AND  EXCHANGE  COMMISSION 
PREPARED  STATEMENT  OF  ARTHUR  LEVITT,  CHAIRMAN 

Chairman  Gregg  and  Members  of  the  Subcommittee: 

I  appreciate  this  opportunity  to  offer  a  statement  in  support  of  the  Securities  and 
Exchange  Commission's  (SEC  or  Commission)  fiscal  1997  budget. 

The  President's  request  for  the  SEC  includes  $308.2  million  in  fiscal  year  1997.  This 
request  would  put  the  Commission  on  a  "no-growth"  budget:  it  would  allow  for  an  increase  of 
only  $10.8  million  above  the  funding  appropriated  to  the  Commission  in  fiscal  year  1996.  Most 
of  that  increase  would  go  to  fund  mandatory  increases  in  pay  and  related  personnel  benefits. 
The  proposed  appropriation  would  thus  permit  the  SEC  to  maintain  staffing  at  the  1996  level  of 
2,797  "full-time  equivalents"  (FTEs),  but  would  also  require  the  agency  to  stretch  its  resources 
to  the  maximum  in  order  to  adequately  fulfill  its  responsibilities  to  investors  in  the  rapidly 
expanding  U.S.  securities  markets.  Mindful  that  we  are  operating  in  an  era  of  fiscal  restraint, 
the  Commission  is  willing  to  take  on  that  challenge.  (Indeed,  the  agency  has  already  begun  to 
reallocate  existing  resources  to  focus  on  certain  critical  tasks.  For  example,  we  are  centralizing 
certain  regional  office  disclosure  functions  in  order  to  devote  more  personnel  to  the  understaffed 
investment  adviser  examination  program  without  increasing  overall  staff  size.) 

Role  of  the  SEC 
The  SEC  performs  an  essential  function:  overseeing  the  fast-moving  U.S.  capital 
markets,  worth  trillions  of  dollars,  that  fuel  the  U.S.  economy.  Our  country's  securities  markets 
are  widely  regarded  as  the  deepest,  most  liquid,  and  fairest  markets  in  the  world.  They  serve 
the  needs  of  almost  13,000  public  corporations,1  raising  capital  to  support  new  industries, 
finance  operations,  create  jobs,  fund  research  and  development,  and  support  growth  for  the 
future.  In  1995  alone,  some  $900  billion  worth  of  securities  were  sold  in  our  markets.  Capital 
was  raised  directly  from  both  institutional  investors  (including  mutual  funds  and  pension  funds) 
and  private  individuals.  One  in  three  American  households  participates  in  the  U.S.  securities 
markets,  directly  or  through  mutual  funds;  indeed,  mutual  fund  assets  now  outstrip  commercial 
bank  deposits,  and  Americans  have  more  household  wealth  invested  in  stocks  than  in  real  estate. 
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Thus,  the  U.S.  securities  markets  serve  not  only  as  a  powerful  engine  for  capital  formation  but 
also  as  an  important  vehicle  for  savings  and  investments  by  U.S.  citizens. 

The  Commission  plays  a  vital  role  in  preserving  the  strength  and  integrity  of  these 
markets.  Since  its  creation  in  1934,  the  Commission  has  been  charged  with  protecting  investors 
and  maintaining  fair  and  orderly  markets.  It  is  first  and  foremost  a  law  enforcement  agency. 
It  fulfills  its  statutory  mandate  by  policing  fraud  in  the  securities  markets  as  a  whole,  requiring 
full  disclosure  by  issuers  of  securities,  overseeing  the  regulation  of  the  nation's  securities 
markets,  and  directly  regulating  the  investment  company  and  investment  adviser  industries.  By 
protecting  market  integrity  and  fairness,  the  SEC's  enforcement  and  regulatory  programs  foster 
the  continued  success  of  the  U.S.  capital  markets. 

The  SEC  handles  its  broad  mandate  with  a  small  staff  of  2,797  FTEs.  The  agency  is  able 
to  accomplish  this  objective  by  regulating,  to  a  large  extent,  through  a  public-private  partnership. 
The  Commission  takes  responsibility  for  the  "big  picture"  areas  (e.g..  fraud,  financial 
responsibility  of  securities  firms,  and  market  structure)  while  much  of  the  direct,  day-to-day 
regulation  of  securities  market  participants  is  done  by  firms  themselves  and  by  industry  self- 
regulatory  organizations  (SROs),  under  SEC  oversight.  This  system  of  shared  regulation 
between  the  SEC  and  industry  is  markedly  different  from  the  approach  taken  by  other  federal 
regulators,  and  allows  an  agency  as  small  as  the  SEC  to  oversee  markets  that  have  grown  to  be 
worth  more  than  $10  trillion. 

Market  Growth 
To  put  the  SEC's  proposed  appropriation  in  perspective,  it  has  to  be  viewed  against  the 
backdrop  of  the  dramatic  growth  and  rapid  change  our  markets  have  experienced  over  the  past 
15  years.  Between  1980  and  1995,  for  example,  the  value  of  public  offerings  (including  debt 
and  equity,  but  not  investment  company  securities)  increased  more  than  ten-fold,  from  $58 
billion  to  $768  billion.  Between  1990  and  1995,  the  dollar  volume  of  equity  securities  traded 
on  U.S.  securities  exchanges  and  NASDAQ  grew  182%,  with  over  $5.94  trillion  traded  in  1995. 
Volume  continues  to  explode.  December  15,  1995,  was  the  heaviest  trading  day  in  the  history 
of  the  New  York  Stock  Exchange,  with  over  636  million  shares  trading  hands.   On  NASDAQ, 
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record  daily  volume  was  set  on  April  24,  1996,  with  volume  exceeding  728  million  shares. 
Over  the  last  few  months,  there  have  been  several  instances  in  which  daily  share  volume  on  all 
U.S.  markets  combined  has  exceeded  one  billion  shares. 

Dramatic  growth  also  has  occurred  with  respect  to  assets  under  management  by 
investment  advisers.  Between  1980  and  1995,  assets  managed  by  investment  advisers  (excluding 
investment  advisers  to  registered  investment  companies)  rose  from  $205  billion  to  $7.6  trillion 
(an  increase  of  3,607%).  Over  the  same  period,  assets  of  investment  companies  increased 
1.203%  from  $235  billion  to  $3,062  trillion. 

The  numbers  of  securities  firms  and  professionals  registered  with  the  Commission  or  with 
the  SROs  have  also  surged.  Between  1980  and  1995,  the  number  of  registered  advisers 
increased  from  3,500  to  22,000  (an  increase  of  529%).  The  number  of  broker-dealers  grew, 
over  the  same  period,  from  around  5,200  to  approximately  8,500  (an  increase  of  63%),  and  the 
number  of  registered  representatives  grew  from  196,000  to  over  505,000  (an  increase  of  158%). 

Technological  change  and  internationalization  also  have  had  a  significant  effect  on  the 
U.S.  securities  markets.  New  and  more  complex  financial  products  are  rapidly  evolving  as  a 
result  of  the  continuing  globalization  of  commerce  and  financial  markets,  and  major  advances 
in  information  processing  and  telecommunications.  Investors  are  increasingly  using  electronic 
communications  media  to  trade  securities  and  obtain  market  information  and  advice.  U.S. 
securities  markets  and  firms  have  played  a  leading  role  in  many  of  these  changes. 

The  Commission's  responsibilities  have  expanded  with  the  securities  markets.  The 
overall  growth  of  the  Commission's  staff,  however,  has  fallen  far  short  of  the  rate  of  market 
growth.  For  example,  while  the  Commission's  staff  grew  at  an  annual  rate  of  1.9%  from  1980 
to  1995,  the  assets  under  investment  company  management  grew  at  an  annual  rate  of  18.7%  over 
the  same  period,  and  the  assets  managed  by  investment  advisers  increased  at  an  annual  rate  of 
23.6%. 

Recent  Commission  Achievements  and  Ongoing  Initiatives: 
Selected  Highlights 

Today,  the  rapid  growth  of  the  U.S.  securities  markets  (combined  with  increasing 

pressures  on  government  resources)  demands  that  the  Commission  function  as  efficiently  as 

possible.   It  is  not  possible  to  describe  all  of  the  Commission's  programs  here;  but  the  balance 
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of  this  statement  will  try  to  highlight  some  of  the  SEC's  recent  and  ongoing  achievements  and 
its  efforts  to  anticipate  and  respond  to  new  market  and  regulatory  challenges. 

Makine  Agency  Structure  and  Processes  More  Efficient 

Over  the  past  two  years,  the  SEC  has  tried  to  streamline  its  own  operations  through  such 
initiatives  as: 

•  conducting  a  comprehensive  review  of  the  60-year  old  statute  (administered  by 
the  SEC)  that  governs  public  utility  holding  companies,  and  recommending 
legislative  repeal  of  that  Act; 

•  facilitating  access  to  market  information  by  providing  increased  public  access  to 
corporate  filings  on  the  Commission's  Electronic  Data  Gathering,  Analysis,  and 
Retrieval  (EDGAR)  system,  and  by  reevaluating  and  updating  EDGAR  to  take 
advantage  of  new  technology; 

•  revising  the  SEC's  rules  governing  adjudications  and  administrative  proceedings, 
to  streamline  the  adjudicative  process  and  allow  speedier,  more  efficient 
completion  of  administrative  proceedings; 

•  eliminating  the  need  for  prior  review  of  certain  self-regulatory  organization  rule 
filings; 

•  realigning  the  regional/district  office  structure  to  improve  program  accountability 
and  resource  utilization; 

•  reallocating  existing  resources  to  establish  a  new  Office  of  Compliance 
Inspections  and  Examinations  to  conduct  and  coordinate  examinations  of  brokers, 
dealers,  SROs,  investment  companies  and  advisers,  and  transfer  agents;  and 

•  reallocating  existing  resources  to  create  a  new  Office  of  Municipal  Securities  to 
provide  technical  expertise,  coordination,  and  assistance  in  rulemaking  and 
enforcement  efforts  affecting  the  municipal  securities  market. 

More  recently,  the  Commission  developed  plans  to  centralize  its  small  business  disclosure 

function  in  SEC  headquarters,  phasing  out  its  regional  office  disclosure  function.    This  will 

allow  the  Commission  to  make  better  use  of  its  scarce  resources,  permitting  the  Commission  - 

without  an  overall  increase  in  staffing  -  to  add  38  new  examiners  to  its  investment  adviser 

examination  program.   At  the  same  time,  the  agency  recognizes  that  the  special  needs  of  small 

businesses  must  be  met.    Accordingly,  the  Commission  has  developed  plans  to  provide  small 

business  liaisons  in  each  regional  office,  create  a  special  small  business  review  unit  at 

headquarters,  and  add  a  small  business  area  to  the  SEC's  home  page  on  the  Internet. 
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Promoting  Capital  Formation 

Today,  companies  need  to  raise  more  capital,  and  to  do  so  more  quickly,  more  easily, 
and  more  cost-efficiently  than  ever  before.  The  SEC,  accordingly,  is  taking  concerted  steps  to 
streamline  and  promote  the  capital  formation  process  without  compromising  investor  protection. 
For  example,  the  Commission  has: 

•  introduced  a  new  integrated  disclosure  system  for  small  businesses,  that 
standardizes  and  simplifies  disclosure  and  reduces  financial  statement 
requirements  for  qualifying  businesses; 

•  eliminated  a  number  of  financial  schedules  for  domestic  companies,  thereby 
reducing  their  reporting  costs; 

•  extended  the  availability  of  short  form  and  shelf  registration  to  smaller  and  newer 
issuers; 

•  increased  the  thresholds  that  govern  when  a  company  must  register  and  report 
under  the  Exchange  Act,  thereby  affording  more  small  entities  the  opportunity  to 
grow  before  becoming  subject  to  those  requirements;  and 

•  provided  a  new  exemption  from  federal  registration  requirements  for  issuers  that 
comply  with  an  exemption  from  qualification  under  the  laws  of  California. 

The  Commission's  efforts  in  this  area  continue.    Just  two  months  ago,  an  internal  SEC 

Task  Force  on  Disclosure  Simplification  released  a  report  proposing  revisions  to  modernize  and 

streamline  the  regulatory  framework  that  governs  corporate  finance  and  accounting.  The  report 

is  far-reaching:   it  recommends  the  elimination  or  modification  of  fully  one  quarter  of  the  SEC 

rules,  and  one  half  of  the  forms  and  schedules,  related  to  corporate  finance.   The  Commission 

has  already  proposed  one  set  of  rule  changes  based  on  the  Task  Force  report,  and  expects  in 

coming  months  to  propose  eliminating  or  modifying  dozens  more  rules  and  forms.   Separately, 

the  Commission's  Advisory  Committee  on  the  Capital  Formation  and  Regulatory  Processes  is 

also  expected  shortly  to  recommend  further  reforms  of  the  registration  and  disclosure  process  - 

-  perhaps  including  a  shift  from  a  securities  registration  system  to  a  company  registration 

system. 

Improving  Disclosure 

In  order  to  reduce  the  costs,  while  retaining  the  benefits,  of  the  disclosure-oriented 
federal  securities  regulatory  scheme,  the  SEC  in  recent  years  has  sought  to  improve  the 
usefulness  of  the  information  received  by  investors  (by  encouraging,  among  other  things,  "plain 
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English"  disclosure)  while  at  the  same  time  minimizing  the  regulatory  costs  and  burdens  imposed 
on  issuers.  For  example,  in  the  investment  company  area,  the  SEC  has  worked  with  the 
investment  company  industry  and  state  securities  regulators  to  develop  the  concept  of  a  "fund 
profile."  The  initial  pilot  "profiles"  took  the  form  of  standardized,  short-form  summaries 
accompanying  the  full-length  prospectuses;  they  were  designed  to  enable  mutual  fund  investors 
to  better  understand  what  they  are  buying.  Pilot  profiles  of  this  sort  have  been  available  from 
eight  fund  groups  since  August  1,  1995,  and  have  received  very  positive  investor  reaction. 

The  Commission  also  continues  to  take  steps  to  bring  the  filing  and  dissemination  of 
disclosure  documents  into  the  electronic  era.  Almost  all  issuer  filings  with  the  SEC  are  now 
submitted  electronically  through  the  Commission's  EDGAR  system.  In  September  1995,  the 
Commission  launched  its  own  Internet  Web  site,  following  up  on  a  National  Science  Foundation 
initiative  funded  by  Congress.  The  SEC's  "home  page"  contains  SEC  releases  and 
announcements,  investor  information,  and  EDGAR  filings,  updated  on  a  daily,  24-hour  delayed 
basis.  In  addition,  the  Commission  has  approved  the  issuance  of  two  interpretive  releases 
designed  to  encourage  the  use  of  electronic  media  in  providing  prospectuses  and  other  disclosure 
documents  to  investors.  In  this  rapidly  developing  area,  the  Commission  and  its  staff  will 
continue  to  support  the  development  of  various  means  of  electronic  delivery  of  information  to 
investors  and  the  market. 

Promoting  the  International  Competitiveness  of  U.S.  Markets 

The  integrity  as  well  as  the  depth  of  the  U.S.  securities  markets  have  attracted  increasing 
numbers  of  foreign  issuers  and  investors  and  have  made  our  markets  preeminent  in  the  world. 
This  continuing  internationalization  is  beneficial  for  U.S.  markets  and  investors  alike:  it 
promotes  the  leading  position  of  the  U.S.  markets  and  gives  U.S.  investors  a  broader  array  of 
investment  choices  within  the  strong  disclosure  and  investor  protection  framework  of  the  U.S. 
markets. 

The  Commission  has  sought  to  promote  the  international  competitiveness  of  the  U.S. 
markets  (while  safeguarding  their  transparency  and  fairness),  through  initiatives  to  streamline 
registration,  reporting,  and  reconciliation  requirements  for  foreign  companies;  permit,  in  cross- 
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border  offerings,  the  use  of  certain  international  accounting  standards;  and  streamline  financial 
statement  disclosure  requirements  for  both  foreign  and  domestic  issuers  with  respect  to  acquired 
foreign  businesses.  Due  in  part  to  these  and  related  efforts,  foreign  issuers  are  increasingly 
turning  to  the  U.S.  markets  to  raise  capital.  As  of  March  29,  1996,  768  foreign  reporting 
companies  representing  46  countries  were  registered  with  the  Commission.  The  Commission 
is  also  devoting  considerable  time  and  effort  to  working  with  the  International  Accounting 
Standards  Committee  to  develop  high  quality  international  accounting  standards  that  could  be 
used  in  cross-border  offerings  and  listings. 

Law  enforcement 

The  Commission  continues  to  pursue  its  traditionally  vigorous  enforcement  program  in 
a  time  of  increased  caseloads  and  scarce  resources.  In  the  past  two  years,  the  Commission  has 
brought  almost  1,000  enforcement  actions  against  approximately  2,200  defendants  and 
respondents.2  Recent  notable  cases  have  involved  domestic  and  international  insider  trading, 
Ponzi  schemes,  government  securities  trading  fraud,  misleading  disclosure,  kickbacks  or 
conflicts  of  interest  relating  to  municipal  securities  offerings,  broker-dealer  sales  practices 
abuses,  prime  bank  notes,  and  unregistered  securities  offerings  over  the  Internet.   For  example: 

•  In  the  Matter  of  PaineWebber  Incorporated.  In  this  case  involving  the  sale  of 
partnership  interests,  PaineWebber  consented  to  a  cease  and  desist  order  requiring 
it  to  comply  with  its  representation  that  it  had  paid  or  would  pay  $292.5  million 
to  defrauded  investors,  and  requiring  payment  of  a  $5  million  civil  penalty. 

•  Orange  County  Actions.  In  the  wake  of  the  financial  collapse  of  Orange  County, 
California,  the  Commission  brought  enforcement  proceedings  against  Orange 
County,  its  former  treasurer,  and  others.  In  addition,  the  Commission  issued  a 
Report  of  Investigation  concerning  the  conduct  of  individual  members  of  the 
County  Board  of  Supervisors.3  The  proceedings  concern  the  fraudulent  offer  and 
sale  of  over  $2.1  billion  in  municipal  securities  issued  in  1993  and  1994. 

•  SEC  v.  Qualified  Pensions,  Inc.  This  enforcement  action  involves  the 
misappropriation  of  approximately  $1 1 .4  million  that  was  to  have  been  maintained 
in  Individual  Retirement  Accounts  and  other  retirement  plans.  More  than  14,500 
individuals  allegedly  were  induced  to  transfer  at  least  $270  million  of  their 
retirement  savings  to  be  administered  by  QPI;  much  of  that  amount  was  put  into 
unsuitable  investments. 

•  SEC  v.  Nicholas  Rudi.  The  Commission  alleges  that  more  than  $300,000  in 
kickbacks  were  paid  to  a  financial  adviser  in  connection  with  the  offering  of  debt 
securities  by  New  Jersey's  Camden  County  Municipal  Utilities  Authority.  Three 
individuals  have  consented  to  injunctions,  and  agreed  to  pay  a  total  of  $347,000 
in  disgorgement  and  prejudgment  interest.  The  case  has  been  stayed  as  to  another 
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individual,  pending  the  outcome  of  criminal  proceedings,  and  is  still  pending  as 
to  an  advisory  firm  under  that  person's  control. 


Examinations 

Investment  adviser  inspections  present  a  continuing  challenge  for  the  Commission. 
Today,  investment  advisers  (excluding  investment  advisers  to  mutual  funds)  are  responsible  for 
managing  almost  $7.6  trillion  of  investor  assets,  sixteen  times  the  figure  of  ten  years  ago. 
Unfortunately,  while  investors  have  entrusted  more  and  more  of  their  savings  to  the  care  of 
investment  advisers,  the  SEC's  inspection  resources  have  not  increased  commensurately.  As  a 
result,  at  present,  the  SEC  inspects  the  8,000  higher-risk  investment  advisers  with  custody  of 
or  discretionary  management  authority  over  client  assets  only  once  every  8-10  years,  on  average. 
The  remaining  13,000  advisers  are  currently  inspected  only  on  a  "for  cause"  basis  or  in 
geographic  sweep  examinations  conducted  with  the  state  securities  regulators;  as  a  result,  such 
advisers  are  inspected,  on  average,  only  once  every  44  years. 

In  the  current  budgetary  environment,  the  Commission  has  sought  to  develop  alternative 
approaches  to  shortening  the  inspection  cycles  for  investment  advisers.  One  such  approach  - 
currently  embodied  in  S.  148,  a  bill  introduced  last  year  by  Senator  Gramm  -  would  be  to 
change  the  existing  regulatory  scheme  through  legislative  action.  If  Congress  delegated 
responsibility  for  the  regulation  of  smaller  advisers  to  state  regulators,  the  SEC  could  focus  its 
efforts  on  larger  investment  advisers,  Le^,  those  who  have  the  most  assets  under  management. 
These  advisers  tend  to  have  business  activities  that  cross  many  state  lines  and  affect  national 
markets.  The  states,  in  turn,  could  regulate  and  examine  smaller  advisers,  who  tend  to  have 
community-based  business  and,  therefore,  are  best  regulated  at  the  state  level. 

Because  this  approach  would  require  legislative  action  to  implement,  the  SEC  has  also 
sought  other  ways  to  improve  the  efficiency  of  its  examinations:  shifting  resources  within  the 
agency  (as  discussed  above,  p.  6),  and  increasing  the  coordination  of  regulatory  examinations 
with  other  federal,  state,  and  foreign  regulators.  Through  these  efforts,  the  SEC  expects  to 
further  reduce  the  inspection  cycle  for  higher-risk  advisers  to  once  every  five  years. 
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Investor  outreach 

In  1995,  approximately  17%  of  all  agency  enforcement  investigations  were  initiated,  at 
least  in  part,  on  the  basis  of  investors'  complaints  to  the  SEC.  Over  42,000  complaints  and 
inquiries  were  handled  by  the  SEC's  investor  education  and  assistance  staff. 

One  of  the  best  ways  to  prevent  fraud,  and  minimize  the  need  for  enforcement  actions, 
is  to  educate  investors  so  they  are  better  able  to  protect  themselves.  The  Commission  and  its 
Office  of  Investor  Education  and  Assistance  have  made  concerted  efforts  to  reach  out  to 
investors  through  "town  meetings,"  seminars,  its  home  page  on  the  World-Wide  Web,  focus 
groups,  and  other  innovative  means.  The  SEC  has  launched  an  important  initiative  to  promote 
the  use  of  "plain  English"  throughout  the  agency  and  the  securities  industry.  Working  with  the 
industry  and  many  of  its  trade  associations,  the  SEC  has  also  prepared  and  distributed  brochures 
that  provide  self-protection  tips  for  investors  about  choosing  investment  professionals, 
information  on  mutual  funds,  and  the  settlement  of  securities  trades.  In  other  outreach  efforts, 
the  Commission  has  established  an  automated  telephone  information  line  that  provides  investors 
with  basic  information  and  the  ability  to  order  educational  materials,  and  has  sought  to  involve 
investors  in  SEC  rulemaking  by  publicizing  new  rule  proposals  through  the  electronic  media  and 
other  nontraditional  channels. 

Other  Current  Projects 

The  Commission  continues  to  pursue  a  large  number  of  additional  projects  related  to  its 
oversight  of  the  capital  markets,  its  full  disclosure  program,  and  its  enforcement  of  the  federal 
securities  laws  generally.  For  example,  as  part  of  its  effort  to  enhance  market  transparency  and 
fairness,  the  Commission  recently  proposed  order  handling  rules  that  are  intended  to  improve 
the  execution  of  customer  orders  across  all  equity  markets.  The  Commission  also  recently 
proposed  amending  its  rules  in  order  to  streamline  and  simplify  SEC  anti-manipulation  regulation 
of  securities  offerings,  without  compromising  or  diminishing  important  investor  protections. 

In  another  closely  watched  area,  the  Commission's  staff  in  1994  and  1995  reviewed 
derivatives-related  disclosures  by  over  500  registrants  and  considered  findings  published  by 
various  public  and  private  sector  organizations  to  evaluate  the  effectiveness  of  existing  disclosure 
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requirements  and  practices  with  respect  to  derivatives  activities  and  related  market  risks. 
Following  up  on  that  review,  the  Commission  at  the  end  of  1995  released  for  comment  proposed 
amendments  to  its  financial  disclosure  rules,  designed  to  help  investors  better  assess  the  market 
risks  faced  by  public  companies  and  how  those  risks  are  managed.  The  Commission  also 
continues  to  receive  reports  from  the  members  of  the  private-sector  "Derivatives  Policy  Group" 
(a  group  which,  with  encouragement  from  the  Commission,  undertook  to  develop  a  framework 
for  voluntary  oversight  of  the  over-the-counter  derivatives  activities  of  unregulated  affiliates  of 
securities  firms).  The  Commission's  staff  is  reviewing  this  information  as  part  of  the  agency's 
financial  responsibility  and  risk  assessment  program. 

Funding  Structure 

The  SEC  is  pleased  with  the  support  for  the  agency's  mission  evidenced  in  the  President's 
1997  budget  request.  However,  the  Commission  is  concerned  that  the  request  proposes  to 
continue  relying  on  increased  fee  collections. 

As  you  know,  the  SEC  has  been  a  net  contributor  to  the  U.S.  Treasury,  collecting  more 
in  fees  than  was  necessary  to  cover  its  budget  in  every  year  since  1983.  In  recent  years,  the 
bulk  of  the  SEC's  funding  has  been  generated  through  "offsetting  collections,"  which  have  been 
produced  by  increasing  the  rate  of  the  fee  the  SEC  collects  when  securities  are  registered  (the 
so-called  Section  6(b)  fee).  These  offsetting  fee  increases  have  been  imposed  through  the 
appropriations  process,  and  therefore  have  been  in  effect  for  only  one  year  at  a  time. 

Over  the  past  several  years,  both  the  SEC  and  members  of  Congress  have  expressed 
concern  over  the  increasing  rate  of  securities  filing  fees.  Because  the  total  fees  collected  by  the 
SEC  under  the  increased  Section  6(b)  filing  rate  so  far  outstrip  the  amounts  appropriated  to  the 
agency,  those  fees  could  constitute  a  "tax"  on  capital  formation.  And  because  the  fee  increases 
are  effective  for  only  one  year  at  a  time,  the  SEChas  lacked  a  stable  and  predictable,  long-term 
source  of  funding.  Controversy  over  these  issues  came  to  a  head  in  the  Fall  of  1994  during  the 
fiscal  1995  appropriations  process.  Indeed,  the  SEC  came  close  to  shutting  down  due  to 
controversy  over  the  appropriate  funding  mechanism  for  the  agency.  In  the  end,  the 
Commission  was  funded  in  1995  through  yet  another  short-term  funding  solution. 
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The  President's  budget  for  Fiscal  1997  would  provide  a  somewhat  more  stable  funding 
mechanism  than  currently  exists:  it  would  create  a  permanent  special  fund  that  would  cover 
much  of  the  SEC's  current  budget  needs.  On  the  other  hand,  this  approach  would  also  provide 
for  a  permanent  reliance  on  securities  filing  fees  (and  would  impose  a  new  fee  on  corporate  bond 
transactions),  as  a  means  of  funding  the  SEC  and  assuring  a  continuing  flow  of  fees  into  the 
General  Fund  of  the  Treasury.  Under  this  approach,  projected  fee  collections  for  fiscal  1997 
would  exceed  $776  million;  of  this  total,  only  $308  million  (or  40%)  would  go  to  fund  SEC 
operations,  and  the  other  $468  million  would  be  paid  into  the  General  Fund. 

Last  summer,  Congressman  Rogers  and  his  staff,  together  with  Congressmen  Bliley, 
Archer,  and  Fields,  developed  a  new  and  different  approach  to  the  problem  of  SEC  funding. 
This  approach,  embodied  in  H.R.  2972  as  passed  by  the  House,  would  reduce  Section  6(b)  fees 
over  a  five-year  period  and  equalize  the  application  of  existing  securities  transaction  fees.  The 
SEC  would  also  act  to  eliminate  "user  fees"  that  it  now  collects,  pursuant  to  the  Independent 
Offices  Appropriations  Act  of  1952  (IOAA),  in  connection  with  the  filing  of  certain  types  of 
applications,  and  reports  such  as  10-Ks.  (IOAA  fees  currently  account  for  only  two  percent  of 
SEC  revenue,  but  involve  a  disproportionately  large  effort  and  cost  to  administer.)  Under  H.R. 
2972,  the  SEC  would  gradually  move  from  reliance  on  increased  offsetting  fees  towards  full 
appropriation  status.  Earlier  this  year  the  Commission  endorsed  this  approach;  the  agency 
continues  to  believe  that  it  could  provide  a  long-term  solution  to  the  SEC's  funding  problems. 

Conclusion 

The  Commission  recognizes  that  this  is  an  era  of  fiscal  restraint  and  low  budgetary 
growth.  The  SEC  has  put  a  high  priority  on  working  within  that  context  to  achieve  greater 
efficiencies:  the  agency  has  taken  significant  steps  to  streamline  its  own  operations,  to  reallocate 
existing  resources  to  the  most  essential  functions,  and  to  take  advantage  of  new  technologies. 
In  short,  the  Commission  has  tried  hard  to  meet  the  challenge  of  operating  as  effectively  and  as 
frugally  as  possible,  and  will  continue  those  efforts  under  the  budget  proposed  for  fiscal  1997. 

But  the  Commission  also  urges  Congress  to  recognize  that  the  U.S.  securities  markets 
have  been  growing  at  an  extraordinary  pace  --  and  so,  too,  have  the  SEC's  responsibilities. 
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More  individuals  than  ever  before  rely  on  the  markets  to  generate  the  income  they  need  for 
education  and  retirement;  more  firms  are  turning  to  the  markets  to  finance  their  operations, 
create  jobs,  and  support  their  future  growth.  The  volatility  of  the  markets,  continuing 
technological  change,  the  development  of  complex  new  financial  products,  and  the  globalization 
of  the  markets  also  place  new  demands  on  the  SEC.  And  further  out  on  the  horizon  loom  vast 
future  challenges  --  for  example,  the  proposed  privatization  of  the  Social  Security  system,  which 
would  bring  huge  new  inflows  of  money  and  investors  to  the  already  dynamic  U.S.  markets. 

In  order  to  continue  the  Commission's  excellent  record  of  effective  law  enforcement, 
market  oversight,  and  investor  protection  in  1997,  the  SEC  will  need  funding  at  least  at  the  level 
requested  today  --  as  well  as  a  long-term  funding  mechanism.  The  Commission  looks  forward 
to  working  with  the  Subcommittee  toward  the  goal  of  providing  stable  and  sufficient  funding  for 
the  SEC. 

ENDNOTES 


1.  This  figure  does  not  include  the  roughly  5,000  registered  investment  companies 
(representing  over  23,000  separate  portfolios)  that  also  raise  capital  in  the  U.S.  markets. 

2.  It  is  not  clear  what  impact  the  recently-enacted  Private  Securities  Litigation  Reform  Act 
of  1995  (Pub.  L.  No.  104-67)  will  ultimately  have  on  the  Commission's  law  enforcement 
responsibilities.  President  Clinton  has  asked  the  Commission  to  report  by  year-end  on 
how  the  Act  affects  the  agency's  programs.  We  are  currently  monitoring  developments 
in  this  area,  in  addition  to  carrying  out  the  Act's  mandate  to  study  protections  for  senior 
citizens  and  qualified  retirement  plans.  Without  knowing  more  about  the  Act's  impact, 
and  recognizing  the  need  for  fiscal  restraint  throughout  government,  we  are  not 
requesting  additional  resources  in  connection  with  the  Litigation  Reform  Act  at  this  time. 

3.  In  the  Matter  of  County  of  Orange.  California.  As  It  Relates  to  the  Conduct  of  the 
Members  of  the  Board  of  Supervisors.  Exchange  Act  Release  No.  36761  (Jan.  24,  1996). 


QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

Decreased  Reliance  on  Fees 

Question :  Your  testimony  describes  the  Commission's  endorsement  of 
a  gradual  move  from  reliance  on  increased  offsetting  fees  towards 
a  fully  appropriated  budget.  And,  while  your  request  is  for  an 
appropriation  of  the  full  $308,189,000,  you  have  also  provided  bill 
language  in  the  event  that  a  new  fee  system  is  enacted.  For  the 
record,  please  provide  the  details  of  the  plan  for  phase-out  of 
reliance  on  fees  that  the  Commission  endorsed  as  noted  on  page  15 
of  your  testimony,  including  some  description  of  the  reasons  this 
plan  was  not  proposed  in  the  President's  fiscal  1997  budget. 

Answer :  While  the  Securities  and  Exchange  Commission  (SEC) 
recognizes  and  appreciates  the  administration's  efforts  to  provide 
the  agency  a  more  stable  funding  mechanism  than  currently  exists, 
the  agency  is  on  record  as  endorsing  the  funding  proposal  developed 
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by  House  Chairmen  Rogers,  Bliley,  Archer,  and  Fields  that  was 
embodied  in  the  House-passed  SEC  authorization  bill,  H.R.  2972. 
The  language  in  the  SEC's  fiscal  1997  budget  estimate  complies  with 
section  12.9  of  Office  of  Management  and  Budget  Circular  A- 11  that 
reads,  "Agency  representatives  are  expected  to  support  the 
President's  budgetary  decisions..."  Therefore,  the  SEC's  fiscal 
1997  budget  request  mirrors  the  President's  fiscal  1997  budget. 

H.R.  2972  is  designed  over  time  to  reduce  the  fee  rates  charged 
under  the  federal  securities  laws,  and  to  move  SEC  funding  from  its 
current  reliance  on  offsetting  collections  to  a  full  appropriation. 
Under  H.R.  2972,  registration  fees  now  collected  under  section  6<b) 
of  the  Securities  Act  of  1933  would  be  reduced  over  a  six-year 
period,  and  the  application  of  transaction  fees  now  under  section 
31  of  the  Securities  Exchange  Act  of  1934  would  be  expanded  to 
over-the-counter  (OTC)  transactions  on  the  Nasdaq  and  any  new, 
similar  associations.  The  rate  of  fees  applicable  to  OTC 
transactions  would  be  gradually  increased  over  six  years,  thereby 
serving  to  level  out  on  a  year-by-year  basis  the  amount  of 
additional  funding  needed  to  counter  the  decline  in  offsetting 
collections  from  section  6(b)  fees.  Section  6(b)  fees  would  cease 
being  available  as  offsetting  collections  in  fiscal  2001,  and  the 
section  31  fees  applicable  to  OTC  transactions  would  cease  being 
available  as  offsetting  collections  in  fiscal  2002.  In  fiscal  2002 
and  thereafter,  the  SEC  would  be  entirely  funded  by  general  fund 
appropriations . 

H.R.  2972  is  intended  to  work  together  with  the  existing 
appropriations  process.  The  ability  of  the  SEC  to  collect 
offsetting  collections  in  any  year  authorized  by  this  legislation 
would  be  dependent  on  complementary  language  being  enacted  in  each 
year's  appropriations  act.  Further,  it  anticipates  that  the 
appropriations  committees  will  provide  the  SEC  increased  funding 
from  the  general  fund  in  each  fiscal  year  that,  at  a  minimum,  is 
equal  to  the  net  reduction  of  offsetting  collections  in  such  year. 

Question:  Please  include  a  chart  displaying  the  amounts  that  would 
be  appropriated  each  year  during  this  phase -out  plan,  along  with 
your  current  best  estimates  of  the  anticipated  fee  amounts  (and 
corresponding  rates)  by  year. 

Answer :  Following  is  a  chart  that  displays  updated  revenue 
estimates  from  the  fee  rates  established  in  the  House-passed  SEC 
authorization  bill,  H.R.  2972.  Since  H.R.  2972  anticipates  that 
the  appropriations  committees  will  provide  the  SEC  increased 
funding  from  the  general  fund  in  each  fiscal  year  that,  at  a 
minimum,  is  equal  to  the  net  reduction  of  offsetting  collections  in 
such  year,  the  chart  does  not  contain  appropriations  estimates. 
Nevertheless,  the  Commission  believes  it  shares  a  desire  with  the 
appropriations  subcommittee  to  ensure  the  continued  effectiveness 
of  the  SEC  and  viability  of  the  securities  markets. 

ESTIMATED  OFFSETTING  COLLECTIONS  BASED  ON  RATES  IN  H.R.  2972 
($  in  millions) 

Fiscal  year        1996    1997    1998    1999    2000    2001    2002 

Section  6 (b) : 

Rate  (see  note)-   1/29    1/33    1/37    1/42    1/46    1/50    1/55 

In  H.R.  2972-      $184 
Current  estimate-  $218 


$134 

$  93 

$  52 

$  24 

$ 

0 

$ 

0 

$164 

$117 

$  67 

$  32 

$ 

0 

$ 

0 
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Nasdaq  under  Section  31: 

Rate  (see  note)-  1/800   1/700   1/600   1/550   1/500   1/400 


In  H.R.  2972- 

$  20 

$  26 

$  32 

$  32 

$  32 

$ 

0 

Current  estimate- 

$  30 

$  40 

$  49 

$  49 

$  49 

$ 

0 

Notes:  Fee  rates  are  expressed  as  a  fraction  of  1  percent  of  the 
total  dollar  value  of  securities  registered  under  section 
6(b)  of  the  Securities  Act  of  1933  and  of  transactions  of 
covered  securities  under  section  31  of  the  Securities 
Exchange  Act  of  1934. 

All  revenue  collected  in  2002  is  assumed  to  be  deposited 
into  the  General  Fund  of  the  U.S.  Treasury. 

The  amount  of  offsetting  revenue  from  section  31  fees  in 
fiscal  2000  and  2001  is  capped  at  the  fiscal  1999  amount. 

The  President's  Budget  Request 

Question :  On  page  14  of  your  testimony  you  describe  the 
President's  budget  for  fiscal  year  1997  as  providing  more  stability 
by  creating  a  permanent  special  fund  to  cover  the  SEC's  current 
budget  needs.  Because  this  fund  is  not  described  in  the  bill 
language  submitted  to  Congress  for  the  SEC  fiscal  year  1997 
Appropriation,  can  you  please  provide  additional  details  regarding 
this  proposal? 

Answer ;  The  administration  has  proposed  legislation  to  fund  the 
SEC  in  fiscal  1997  and  thereafter  entirely  through  fee  revenue. 
The  purpose  of  the  legislation  is  to  provide  the  SEC  a  sound  and 
stable  long-term  funding  structure. 

In  addition  to  "base"  revenue  consisting  of  registration  and 
transaction  fees  that  are  currently  authorized  in  the  securities 
laws,  the  administration's  proposal  contains  three  separate  tiers. 
Tier  1  consists  of  permanent  increases  in  current  fee  rates  for 
registration  and  tender  offer  filings  under  section  6(b)  of  the 
Securities  Act  of  1933  and  sections  13  and  14  of  the  Securities 
Exchange  Act  of  1934  (1934  Act)  .  Tier  2  creates  a  special  SEC 
account  in  the  U.S  Treasury  that  would  be  funded  by  expanding 
current  authority  in  section  31  of  the  1934  Act  to  include  a  new 
fee  on  both  Nasdaq  and  any  new,  similar  exchange  transactions  and 
on  bond  transactions  occurring  on  any  registered  U.S.  exchange. 
Tier  3  provides  the  appropriations  committees  with  authority  to 
increase  specified  receipts  under  the  securities  laws  and  to  use 
the  increased  revenue  as  offsetting  collections  to  the  SEC's 
appropriation. 

Permanent  language  to  establish  fees  in  tiers  1  and  2  and  to 
provide  authority  for  the  use  of  offsetting  collections  in  tier  3 
was  forwarded  to  Congress  earlier  this  year  as  part  of  the 
administration's  budget  reconciliation  package.  Annual 
appropriations  language  implementing  the  authorities  proposed  in 
tier  3  was  included  in  the  Presidents  fiscal  1997  budget  and  is 
mirrored  in  the  SEC's  fiscal  year  1997  budget  estimate  which  is 
before  the  appropriations  subcommittees. 

In  total,  the  administration's  proposal  would  result  in  the 
collection  of  $776  million  in  1997  fee  revenue,  $172  million  more 
than  would  be  collected  under  current  law  and  $213  million  more 
than  would  be  collected  under  the  House-passed  authorization 
proposal,  H.R.  2972.  The  $776  million  includes  $421  million  in 
base  revenue,  $47  million  for  deficit  reduction  in  tier  1,  $260 
million  for  a  special  SEC  fund  in  tier  2,  and  an  estimated  $48 
million  in  tier  3. 


718 


U.S.  EQUAL  EMPLOYMENT  OPPORTUNITY  COMMISSION 
PREPARED  STATEMENT  OF  GILBERT  F.  CASELLAS,  CHAIRMAN 

Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased  to  submit  this 
statement  on  behalf  of  the  Equal  Employment  Opportunity  Commission's  fiscal  year  1997 
budget  request  of  $268  million.    In  my  statement,  I  hope  to  provide  you  with  a  fuller 
understanding  of  why  the  funding  we  are  requesting  is  so  vital  to  improving  the 
Commission's  ability  to  fulfill  its  mandate  to  fight  illegal  discrimination  in  the  American 
workplace. 

In  my  first  submission  to  this  Subcommittee  in  April  of  1995,  I  outlined  the  many 
challenges  that  confronted  me  as  the  new  Chairman  of  the  EEOC  and  the  immediate  steps  I 
took  to  address  the  agency's  many  serious  and  longstanding  management  and  operational 
problems.    Today,  a  year  later,  I  can  report  that  we  have  made  significant  progress  in 
addressing  many  of  these  problems;  most  notable  are  reforms  in  our  enforcement  procedures, 
improvement  in  labor/management  relations,  and  clearer  policy  guidance. 

ACCOMPLISHMENTS 

Enforcement  Reforms 

The  Private  Sector:  The  EEOC  entered  fiscal  year  1995  with  a  backlog  of  more  than  96,000 
pending  private  charges.    This  backlog  climbed  to  more  than  111,000  charges  by  the  end  of 
the  third  quarter  of  that  fiscal  year.    Reducing  this  enormous  backlog  is  one  of  my  highest 
priorities.    Shortly  after  my  arrival  I  appointed  three  commissioner-led  task  forces  to  conduct 
"clean  sheet"  reviews  of  the  agency's  private  sector  operations. 

I  asked  members  of  the  task  forces  to  concentrate  their  work  in  three  areas:  the 
charge  processing  system;  alternative  dispute  resolution  implementation;  and  the  agency's 
relationship  with  state  and  local  fair  employment  practices  agencies.    We  are  now 
implementing  major  reforms  based  on  recommendations  from  the  task  forces. 

Reinventing  the  Charge  Processing  System:    A  central  component  of  the 
Commission's  strategic  plan  to  reinvent  the  charge  processing  system  was  rescinding  the 
"full"  investigation,  "full"  remedies,  and  litigation  enforcement  policies  the  Commission  had 
adopted  in  the  mid-80's.    These  policies  directly  impeded  the  agency's  ability  to  effectively 
manage  a  growing  workload  because  they  required  that  every  charge  filed  with  the  agency  be 
treated  equally.    Whether  warranted  or  not,  each  charge  was  fully  investigated  and  the  full 
set  of  remedies  applied.    Also,  in  each  case  where  cause  was  found  but  conciliation  had 
failed,  litigation  was  mandated.    Clearly,  this  enforcement  approach  created  excessive 
busywork,  generated  unnecessary  lawsuits,  and  with  an  escalating  workload,  decreasing  staff 
levels,  and  limited  resources,  was  no  longer  viable. 

We  have  now  replaced  the  old  "one-size-fits-all"  procedures  with  a  new  customized 
system  that  maximizes  our  limited  resources,  while  ensuring  due  process.    Two  of  the  most 
critical  elements  of  the  agency's  new  enforcement  approach  are  now  in  place: 

•         Priority  Charge  Handling  Procedures.   In  June  1995,  we  implemented  new 

procedures  which  permit  EEOC  field  offices  to  better  manage  both  incoming  and 
pending  charges.    The  new  system  prioritizes  charges  at  intake,  allowing  early 
dismissal  of  nonjurisdictional,  self-defeating  or  unsupported  charges.    Settlement  of 
charges  is  now  encouraged  at  every  stage  of  the  investigation,  with  appropriate  relief 
sought  for  the  aggrieved  party.    These  new  procedures  give  our  staff  the  flexibility  to 
prioritize  complaints  to  determine  the  appropriate  level  of  investigation.    The  new 
procedures  also  shift  authority  and  responsibility  for  enforcement  and  litigation 
decisions  from  headquarters  to  the  field.    Employees  directly  responsible  for  charge 
processing  now  are  empowered  to  make  informed  decisions  at  the  front-line. 
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In  July  1995.  EEOC  field  offices  began  to  implement  the  new  charge  processing 
procedures.    Our  fiscal  year  1995  year-end  numbers  dramatically  reflect  the  success 
of  our  new  policy  and  program  initiatives.    By  the  close  of  fiscal  year  1995,  our 
pending  inventory  of  charges  had  dropped  nearly  12%  --  down  to  98.269  from  more 
than  1 1 1 .000  charges  at  the  end  of  the  third  quarter.    While  we  do  not  expect  to  be 
able  to  sustain  such  significant  rates  of  reduction  in  the  future,  our  new  procedures 
will  help  us  to  better  focus  and  use  our  resources. 

•  National  Enforcement  Plan.   In  February  1996  the  Commission  approved  a  National 

Enforcement  Plan  (NEP)  to  strategically  maximize  the  agency's  limited  resources  to 
pursue  its  mission.    The  NEP  delineates  three  general  principles  governing  the 
Commission's  enforcement  efforts:  (1)  preventing  workplace  discrimination  through 
education  and  outreach;  (2)resolving  disputes  through  voluntary  conciliation;  and  (3) 
where  voluntary  resolution  fails,  engaging  in  strong  and  fair  enforcement.    The  NEP 
also  establishes  national  enforcement  priorities  that  will  yield  the  greatest  dividends 
for  achieving  equal  employment  opportunity.    Additionally,  the  NEP  sets  out  general 
guidelines  for  the  development  of  local  enforcement  plans,  consistent  with  the 
mandates  of  the  national  plan,  that  are  tailored  to  meet  the  particular  needs  of  the 
various  regions  and  communities  EEOC  serves.    EEOC  field  offices  have  developed 
these  local  plans  and  the  Commission  is  presently  reviewing  them.    Further,  as  part  of 
the  NEP.  the  Commission  has  delegated  significant  litigation  authority  to  the  Office  of 
General  Counsel. 

The  Priority  Charge  Handling  Procedures  and  the  National  Enforcement  Plan  are 
included  as  Attachments  A  and  B  of  this  statement. 

Alternative  Dispute  Resolution:    Further  complementing  these  measures,  and 
consistent  with  the  governing  principles  of  our  new  enforcement  strategy,  we  also  plan  to 
incorporate  the  use  of  voluntary,  mediation-based  Alternative  Dispute  Resolution  (ADR)  to 
enhance  EEOC's  charge  processing  system  when  the  law  and  our  resources  allow.    Our  field 
offices  have  developed  ADR  proposals  that  are  tailored  to  meet  the  needs  of  the  local 
jurisdictions  they  serve.    We  eagerly  await  the  passage  of  the  Administrative  Dispute 
Resolution  Act  (ADRA),  which  I  will  discuss  later  in  my  statement,  which  depending  on  the 
state  of  our  budget,  will  allow  us  to  go  forward  with  these  proposals. 

Partnership  with  State  and  Local  Fair  Employment  Practices  Agencies:    The 
Commission  has  forged  a  new  partnership  with  state  and  local  fair  employment  practices 
agencies  (FEPAS).    EEOC  has  contracts  with  FEPAs  to  annually  process  more  than  48,000 
charges.    Recognizing  our  common  mission,  we  have  been  working  together  to  streamline 
our  worksharing  relationship  by  eliminating  unnecessary  and  costly  duplication  in  our  shared 
charge  processing  procedures  and  abolishing  unduly  burdensome  reporting  requirements. 

Federal  Sector  Review:    Like  the  comprehensive  review  I  initiated  to  improve  our  private 
sector  operations,  in  the  fall  of  1995  we  began  a  review  of  our  federal  sector  equal 
employment  opportunity  operations.    As  in  the  private  sector,  we  face  the  challenge  of 
managing  an  increasing  workload  with  limited  resources.    This  review  is  thus  focusing  on 
ways  to  make  our  federal  operations  more  cost  effective  and  efficient.    Working  groups  have 
been  identified  and  progress  is  ongoing.    We  will  keep  you  posted  about  our  efforts  in  this 
area. 

Labor-Management  Partnership 

Along  with  our  enforcement  reform  successes,  we  also  have  succeeded  in  addressing 
critical  labor-management  issues  that  had  been  eroding  the  agency's  ability  to  effectively 
accomplish  its  mission.    I  began  an  early  and  ongoing  dialogue  with  labor  representatives  in 
an  effort  to  create  a  new  labor-management  partnership.    As  a  result,  within  weeks  after  my 
arrival,  we  resolved  many  longstanding  labor-management  disputes.    Since  1994,  when  a 
labor  arbitrator  nullified  the  agency's  performance  appraisal  system,  there  was  no  means  to 


720 


assess  employee  work  performance.  Through  negotiation,  rather  than  costly  litigation,  we 
resolved  all  pending  employee  grievances  related  to  the  invalidated  performance  system,  as 
well  as  a  major  dispute  relating  to  overtime  compensation. 

The  goodwill,  teamwork  and  trust  that  came  out  of  these  negotiations  have  resulted  in 
a  new  collective  bargaining  agreement,  the  framework  for  a  new  performance  appraisal 
system,  and  the  execution  of  an  historic  partnership  agreement  between  EEOC  labor  and 
management.    Last  month.  Vice  President  Gore's  National  Performance  Review  recognized 
EEOC's  labor-management  efforts  by  presenting  the  Agency  with  its  Hammer  Award. 

Enforcement  Policy 

Throughout  1995  the  agency  issued  a  number  of  well-received  policy  guidances.    To 
facilitate  compliance  with  the  ADA,  the  Agency  published  long-sought  instructions  for 
determining  a  "disability."     We  also  issued  a  guidance  clarifying  the  differences  between 
disability-related  and  service-related  retirement  plans  and  offered  enforcement  guidance 
allowing  more  flexibility  with  pre-employment  disability-related  questions  and  medical 
examinations.    In  what  is  a  first  for  both  EEOC  and  civil  rights  law  enforcement,  the  Agency 
is  using  negotiated  rule-making  to  determine  the  validity  of  waivers  under  the  Age 
Discrimination  in  Employment  Act. 

Taken  together,  our  efforts  in  fiscal  year  1995  laid  a  strong  foundation  on  which  we 
are  building  successful  responses  to  the  significant  challenges  that  we  face  this  fiscal  year. 

FISCAL  YEAR  1996  CHALLENGES 

We  began  the  current  fiscal  year  again  faced  with  the  challenge  of  addressing  a 
budgetary  shortfall.  This  challenge  is  compounded  by  the  fact  that  the  current  shortfall 
directly  strikes  those  areas  that,  to  the  detriment  of  the  agency,  have  been  hit  hardest  in  the 


In  fiscal  year  1995,  we  implemented  several  cost  saving  measures  to  meet  a  $5 
million  deficit  resulting  from  inevitable  increases  in  fixed  costs.    Since  approximately  90 
percent  of  EEOC's  projected  costs  are  fixed  -  that  is,  salaries,  rent,  and  overhead  -  deficit 
reduction  can  only  be  achieved  through  decreases  in  the  remaining  10  percent  of  our 
appropriation.    This  10  percent  supports  functions  essential  to  the  effectiveness  and  efficiency 
of  our  work:    litigation,  including  transcript  costs  and  expert  witnesses;  operational  travel; 
employee  training;  computer  technology;  printing;  equipment;  and  other  required  staff 
support. 

In  fiscal  year  1995.  we  reduced  administrative  travel  to  only  that  which  was 
determined  essential,  and  limited  equipment  purchases  and  new  hires.    We  requested  and 
received  approval  from  the  Office  of  Personnel  Management  to  offer  an  early  out  retirement 
opportunity,  and  extended  to  our  employees  opportunities  for  part-time  employment  or 
extended  leave  without  pay  for  personal  or  professional  purposes. 

We  have  continued  these  cost-cutting  measures  into  fiscal  year  1996  to  keep  the 
agency  within  its  authorized  budget  by  absorbing  a  $6  million  shortfall  resulting  from  the 
level  funding  provided  under  continuing  resolutions. 

However,  to  fully  understand  the  extent  of  the  operational  challenges  EEOC  faces,  I 
must  draw  your  attention  to  the  effects  of  chronic  underfunding,  especially  in  four  principal 
areas  that  are  directly  linked  to  the  success  of  the  agency's  operations:  staffing,  training, 
education  and  outreach,  and  technology.  These  four  areas  have  suffered  the  most  from  the 
continuing  lack  of  resources,  with  a  direct  negative  impact  on  the  agency's  productivity  and 
ability  to  handle  its  workload.  Significant  resources  must  be  allocated  to  these  areas  if  the 
agency  is  to  have  even  a  fair  chance  of  achieving  desired  levels  of  efficiency  and 
effectiveness. 
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To  close  the  fiscal  year  1996  budget  gap,  we  have  had  to  forestall  or  indefinitely 
postpone  many  initiatives  in  precisely  these  four  areas,  including  education  and  outreach 
activities  and  implementation  of  mediation-based  alternative  dispute  resolution  --  two  key 
components  that  are  critical  to  the  success  of  our  new  enforcement  strategy. 

Ongoing  budget  constraints  have  impeded  the  Commission's  continued  efforts  to 
mount  aggressive  outreach  and  prevention  programs.    If  implemented,  such  programs  would 
have  helped  ensure  greater  voluntary  compliance  with  the  laws  we  enforce  and,  ultimately, 
fewer  charges  filed. 

Likewise,  available  funds  for  staff  training  have  been  scarce.    There  has  been  no 
agency-wide  employee  training  since  1992,  the  year  the  Americans  with  Disabilities  Act  went 
into  effect,  although  significant  changes  to  our  charge  processing  system  mandates  that  we 
provide  at  least  initial  employee  training  in  fiscal  year  1996. 

And.  once  again,  EEOC  has  been  forced  to  delay  plans  to  modernize  our  antiquated, 
overburdened,  and  redundant  management  information  systems. 

In  addition,  and  despite  our  cost-cutting  measures  and  delays  in  undertaking  vital 
programs  and  activities,  we  may  be  required  to  schedule  a  minimum  one-day  nationwide 
furlough  before  the  end  of  this  fiscal  year. 

FISCAL  YEAR  1997  REQUEST 

I  am  confident  that  the  reforms  we  have  instituted  will  ensure  that  the  agency  operates 
as  effectively  and  efficiently  as  possible  within  its  limited  resources.    These  efforts  alone, 
though,  cannot  solve  the  ultimate  problem  that  confronts  us  -  too  little  funding  for  too  much 
work.    However,  even  within  our  incredibly  limited  resources  we  have  been  able  to  establish 
a  strong  foundation  for  a  more  efficient  and  effective  process  to  achieve  our  mission. 

By  the  end  of  the  fourth  quarter  of  fiscal  year  1995  -  the  first  full  quarter  following 
implementation  of  our  new  charge  procedures,  EEOC  investigators  resolved  a  record  number 
of  charges.    At  year's  end,  EEOC  had  received  a  total  93,279  charges  and  resolved  91,774, 
surpassing  fiscal  year  1994  charge  resolutions  by  20,211.    As  a  result,  our  pending  inventory 
grew  by  only  1,505  charges. 

The  task  now  remaining,  to  reduce  this  workload  to  manageable  levels,  cannot  be 
accomplished  without  additional  resources.    We  have  reached  peak  productivity  with  existing 
available  staff  and  have  come  to  the  point  where  we  cannot  continue  to  do  more  with  less. 
EEOC  began  fiscal  year  1995  with  a  staff  level  of  2,851  FTE.    The  hiring  controls  we  put 
into  place  as  part  of  our  spending  reduction  plan  further  reduced  our  FTE  level  to  2,785  by 
the  end  of  July  1995.  a  decrease  of  more  than  600  from  our  fiscal  year  1980  staffing  level  of 
3.390  full-time  equivalent  positions. 

This  reduction  in  staff  levels  can  only  be  appreciated  within  the  context  of  the 
agency's  increased  enforcement  responsibilities  under  the  Americans  with  Disabilities  Act  of 
1990  and  the  Civil  Rights  Act  of  1991. 

While  the  decline  in  FTEs  has  been  good  for  the  balance  sheet,  it  has  had  a  direct, 
negative  effect  on  basic  operations,  particularly  on  caseload  reductions.    By  the  end  of  fiscal 
year  1995,  our  investigators  each  had  an  average  active  caseload  of  122.7  cases.    In  1990,  by 
contrast,  each  investigator  averaged  51  cases. 

Clearly,  without  additional  staff  our  private  sector  pending  inventory  will  continue  to 
grow.    With  no  additional  staff,  the  months  of  charges  or  complaint  caseload  will  increase 
from  16.3  months  at  the  end  of  the  first  quarter  of  fiscal  year  1996  to  36.8  months  in  fiscal 
year  2000. 


722 


Our  federal  sector  workload  mirrors  the  challenges  of  the  private  sector.    During 
fiscal  year  1995,  the  average  production  per  appellate  attorney  increased  from  146  appeals  in 
fiscal  year  1994  to  154  by  the  end  of  fiscal  year  1995.    As  a  result,  the  appeals  inventory 
grew  from  4,363  in  fiscal  year  1994  to  6,498  in  fiscal  year  1995. 

Although  federal  sector  hearings  receipts  leveled  off  in  fiscal  year  1995,  compared  to 
fiscal  year  1994,  the  more  than  25%  increase  in  inventory  in  fiscal  years  1993  and  1994 
created  1 1  months  of  pending  inventory  (330  days). 

The  $35  million  increase  in  appropriations  that  EEOC  has  requested  for  fiscal  year 
1997  will  provide  the  agency  the  people  we  need,  well-trained  and  equipped  with  the 
necessary  tools,  to  accomplish  the  task  before  us.    The  foundation  has  been  laid,  and  we  seek 
your  assistance  and  support  for  our  efforts.    The  President's  $268  million  budget  request  is 
critical  because  it  will  allow  us  to  increase  the  number  of  investigators  and  attorneys  and 
their  productivity  through  new  investments  in  technology  systems  and  training. 

The  President's  budget  also  will  provide  a  level  of  funding  needed  to  acquire  the 
experts  and  depositions  critical  to  the  litigation  process,  both  for  individuals  who  have 
suffered  from  discriminatory  practices  in  the  workplace,  as  well  as  to  support  class  and 
pattern  and  practice  case  litigation. 

The  budget  provides  needed  increases  in  these  areas: 

•  An  increase  of  $2.1  million  for  staff  training.    Front  line  field  staff  must  receive 
training  to  ensure  that  they  are  prepared  to  competently  handle  a  diverse  and 
increasingly  complex  workload.    Investigators  and  attorneys  must  be  well  versed  in 
new  charge  processing  procedures  and  enforcement  personnel  must  receive  updated 
training  on  various  aspects  of  the  law,  new  legislative  or  regulatory  requirements, 
new  programmatic  requirements,  as  well  as  procedural  changes. 

•  $9.05  million  to  provide  the  resources  essential  to  develop  a  comprehensive  and 
unified  management  information  system.    As  noted  earlier,  EEOC's  antiquated 
information  system  undermines  our  ability  to  efficiently  and  effectively  enforce  the 
law.    It  is  essential  that  the  agency  be  able  to  develop  an  integrated  information 
system  to  track  and  manage  cases.    The  current  multiplicity  of  independent  systems 
has  resulted  in  redundant  data  entry  and  storage,  duplicate  processes  and  procedures, 
inadequate  data  integrity  and  difficulties  in  accessing  information. 

•  $1.1  million  for  Alternative  Dispute  Resolution.    As  I  noted  earlier,  EEOC's  field 
offices  developed  proposals  for  ADR  systems  and  initially  planned  to  implement  these 
proposals  in  fiscal  year  1996,  as  agency  resources  permitted.    A  principal  element  of 
many  of  these  proposals  is  the  use  of  volunteer  mediators.    While  the  Administrative 
Dispute  Resolution  Act  of  1990  (ADRA)  provided  the  Commission  with  the  legal 
authority  to  use  such  volunteers,  it  expired  on  October  1,  1995.    Although  legislation 
is  currently  pending  before  Congress  to  reauthorize  the  ADRA,  EEOC  is  currently 
precluded  from  using  this  valuable  resource  to  enhance  our  ADR  program  until 
specific  authorization  is  restored. 

•  $213,000  to  support  a  coordinated  and  extensive  education,  outreach  and  technical 
assistance  effort  to  employers  and  employees.    Such  efforts  not  only  play  a  critical 
role  in  the  performance  of  our  mission  by  focussing  on  the  prevention  of  employment 
discrimination,  but  also  are  part  of  the  agency's  statutory  mandate.    Other  than 
technical  assistance  funding  for  the  Americans  with  Disabilities  Act,  the  Commission 
has  never  received  targeted  funding  for  education  and  outreach  efforts,  even  though, 
since  1991  the  agency  has  been  specifically  required  to  provide  these  services  to  the 
Hispanic.  Asian  Pacific  American,  and  Native  American  communities  that  historically 
EEOC  has  underserved. 
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•  An  additional  $1  million  to  support  our  collaborative  efforts  with  state  and  local  fair 

employment  practices  agencies.    The  increase  will  allow  u.c  to  strengthen  our  efforts 
to  reduce  the  FEPA  charge  inventory,  as  well  as  enhance  data  systems  and 
investigator  skills. 

We  have  accomplished  much  toward  making  my  vision  for  EEOC  become  a  reality. 
We  have  reinvented  ourselves  to  operate  as  an  efficient,  effective  business,  and  dedicated  to 
serving  the  public.    But  we  have  much  more  to  do,  especially  in  this  time  of  increasing 
anxiety  about  job  and  economic  security. 

With  your  help,  we  will  remain  a  strong  enforcement  agency  by  vigorously  enforcing 
the  laws  within  our  mandate.    We  seek  your  support  and  guidance  to  fairly  and  effective:;. 
address  the  concerns  of  tens  of  thousands  of  Americans  who  each  year  turn  to  us  to  avail 
themselves  of  the  only  process  through  which  their  rights  to  equal  employment  opportunity 
can  be  guaranteed. 

I  thank  you  for  the  opportunity  to  submit  this  statement  in  support  of  the  President's 
Budget  request  for  the  agency.    I  will  be  happy  to  answer  any  questions  you  may  have. 


ATTACHMENT  A.— PRIORITY  CHARGE  HANDLING  PROCEDURES 

INTRODUCTION 

In  order  to  more  effectively  implement  the  agency's  mission  of  eradicating 
employment  discrimination,  and  to  address  the  growing  backlog  of  cases,  on  December  1, 
1994,  Chairman  Gilbert  F.  Casellas  authorized  a  task  force  chaired  by  Vice-Chairman  Paul 
M.  Igasaki  to  conduct  a  "clean  slate"  review  of  the  Commission's  charge  processing 
procedures. 

On  April  19,  1995,  the  Commission  adopted  a  series  of  motions  incorporating  key 
recommendations  of  the  task  force.   In  addition,  the  Chairman  announced  a  number  of  action 
items  implementing  the  new  procedures. 

The  new  procedures  are  based  upon  the  development  of  a  national  enforcement  plan, 
which  will  provide  a  coordinated  approach  to  achieving  the  agency's  mission  through 
investigation,  conciliation,  and  litigation,  in  addition  to  technical  assistance  and  public 
education.   Central  to  the  new  approach  is  a  charge  prioritization  system,  the  subject  of  this 
memorandum,  which  provides  for  the  classification  of  charges  into  three  categories:  Category 
A  (charges  that  fall  within  the  national  or  local  enforcement  plans  as  well  as  other  charges  in 
which  it  also  appears  "more  likely  than  not"  that  discrimination  has  occurred);  Category  B 
(charges  where  further  evidence  is  required  to  determine  whether  it  is  more  likely  than  not 
that  a  violation  has  occurred);  and,  Category  C  (charges  subject  to  immediate  dismissal). 
Category  A  cases  will  receive  priority  treatment;  Category  B  cases  will  be  investigated  as 
resources  permit;  and,  Category  C  cases  will  be  dismissed. 

The  new  standards  give  field  personnel  flexible  procedures  for  processing  charges, 
including  discretion  to  decide  the  appropriate  level  of  resources  to  be  utilized  for  each  charge 
and  permitting  settlement  in  appropriate  cases.   They  place  substantial  decision-making 
authority  in  field  offices  and  with  front  line  investigators  and  attorneys.   These  priority 
charge  handling  procedures  apply  to  both  incoming  charges  and  the  charge  inventory. 

The  Commission's  actions  are  fully  consistent  with  the  President's  National 
Performance  Review  which  supports  "reinvention"  based  on  stakeholder  input,  greater 
responsibility  for  front  line  staff  and  reduced  levels  of  administrative  review.   In  addition, 
broad  agreement  exists  among  the  agency's  stakeholders,  including  representatives  of 
employers,  employees,  and  labor,  civil  rights  and  advocacy  organizations,  and  the  bar,  as 
well  as  the  agency's  own  staff,  that  such  change  is  needed. 
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I.         BACKGROUND:  The  Commission's  and  Chairman's  April  19,  1995,  Initiatives 
The  principal  initiatives  from  the  April  19th  meeting  are  as  follows: 

1.  National  and  Local  Enforcement  Plans. 

The  Commission  will  adopt  a  national  enforcement  plan  to  identify  priority  issues  and 
■     set  out  a  plan  for  administrative  and  litigation  enforcement.   Each  district  office  will 
then  develop  a  local  enforcement  plan  to  be  reviewed  by  the  General  Counsel  and 
Director  of  the  Office  of  Program  Operations  for  consistency  with  the  national  plan, 
and  approved  by  the  Chairman.   Union  and  management,  and  field  and  headquarters 
staff,  across-the-board,  will  be  involved  in  the  common  effort  to  develop  and 
implement  the  plans.   Moreover,  stakeholders'  views  regarding  national  and  local 
priorities  will  be  solicited  in  developing  these  plans. 

2.  Priority  Charge  Handling  Procedures  to  Focus  Resources  on  Charges  with 
the  Most  Law  Enforcement  Potential. 

Consistent  with  the  priority  charge  handling  procedures  approved  by  the  Commission, 
field  offices  will  develop  methods  for  classifying  charges  into  three  basic  categories. 
As  rapidly  as  possible,  new  charges  as  well  as  charges  in  the  current  inventory  will 
be  assigned  a  category  and  handled  under  the  new  procedures. 

3.  Rescission  of  the  "Full  Investigation"  Policy. 

The  "full  investigation"  policy  as  well  as  the  December  6,  1983,  Commission 
resolution  on  which  it  was  based,  was  rescinded.   The  investigation  to  be  made  in 
each  case  should  be  appropriate  to  the  particular  charge,  taking  into  account  the 
EEOC's  resources. 

4.  End  Use  or  Substantive  "No  Cause"  LODs. 

The  Commission  ended  the  use  of  the  substantive  "no  cause"  letters  of  determination 
in  cases  where  an  appropriate  investigation  has  not  established  that  a  violation  has 
occurred.   Instead,  the  parties  will  be  informed  in  a  short-form  determination  that  the 
investigation  failed  to  disclose  a  violation.   However,  communication  with  CPs 
regarding  the- basis  for  the  dismissal  of  their  charges  remains  essential. 

5.  Rescission  of  the  "Enforcement  Policy;"  Authorization  of  the 
Exercise  of  Prosecutorial  Discretion  in  Litigation  Decisions. 

The  Commission  rescinded  the  September  11,  1984  "Statement  of  Enforcement 
Policy"  that:  1)  set  forth  a  cause  standard  that  was  commensurate  with  a  finding  of 
litigation  worthiness;  and  2)  required  the  litigation  of  all  conciliation  failures.    Offices 
may  now  find  violations  and  attempt  conciliation  in  all  cases  where  there  is  reasonable 
cause  to  believe  that  it  is  more  likely  than  not  that  a  statute  has  been  violated  - 
whether  or  not  the  case  is  litigation  worthy.    In  addition,  the  General  Counsel  has 
been  delegated  substantial  prosecutorial  discretion  in  deciding  which  cases  to  litigate 
and  is  encouraged  to  redelegate  that  authority  to  the  Regional  Attorneys  (RAs)  to  the 
maximum  extent  feasible. 

6.  Rescission  of  the  Remedies  Policy;  Authorization  of  More  Discretion  in 
Settlement. 

The  Commission  repealed  the  February  5,  1985  "Policy  Statement  on  Remedies  and 
Relief  for  Individual  Cases  of  Unlawful  Discrimination,"  which  stated  that  the  EEOC 
would  not  settle  for  less  than  full  relief  when  there  was  reasonable  cause  to  believe 
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that  a  violation  had  occurred.    The  Commission  unanimously  approved  the  following 
motion: 

That  settlement  efforts  be  encouraged  at  all  stages  of  the  administrative  process 
and  that  the  Commission  may  accept  settlements  providing  "substantial  relief" 
when  the  evidence  of  record  indicates  a  violation  or  "appropriate  relief"  at  an 
earlier  stage  in  the  investigation. 

7.        Procedures  for  Commissioner  Charges  And  Directed  Investigations. 

The  Chairman  directed  that: 

•  New  systemic  cases  developed  in  the  field  offices  based  on  individual  or 
Commissioner  charges  shall  not  require  prior  approval  or  oversight  of  the 
investigation  by  the  Office  of  Program  Operations  (OPO);  and 

•  Directors  are  encouraged  to  increase  the  use  of  directed  investigations  in 
ADEA  and  EPA  cases.   Requests  for  directed  Commissioner  charges  in  Title 
VII  and  ADA  cases  may  be  submitted  directly  to  the  Commission,  and  if 
signed  by  a  Commissioner,  shall  be  investigated  like  other  charges,  without 
OPO  oversight  of  the  investigation. 

n.        PRIORITY  CHARGE  HANDLING  PROCEDURES  IN  PRIVATE  AND  NON- 
FEDERAL PUBLIC  SECTOR  CASES  FILED  BY  CHARGING  PARTIES 

Set  forth  below  is  the  framework  for  priority  charge  handling  procedures  in  private 
and  non-federal  public  sector  cases  filed  by  charging  parties  (CPs).   It  includes  standards  to 
be  applied,  revised  charge  receipt  procedures,  suggested  investigative  procedures  to  resolve 
the  majority  of  charges  more  rapidly,  and  options  for  addressing  the  charge  inventory, 
including  the  backlog.  All  priority  charge  handling  procedures  must  take  into  account  the 
agency's  limited  resources.    However,  this  should  be  construed  consistent  with  giving 
charging  parties  a  fair  opportunity  to  present  their  case. 

The  new  procedures  are  effective  as  of  June  13,  1995  and,  where  inconsistent  with 
Volume  I  of  the  Compliance  Manual,  supersede  the  Compliance  Manual  guidance.   Except  as 
inconsistent  with  this  document,  Volume  I  of  the  Compliance  Manual  will  continue  as  a 
guide,  useful  to  the  field  staff  in  exercising  its  discretion. 

A.        PRIORITY  CATEGORIZATION  SYSTEM 

Charges  are  to  be  classified  into  one  of  the  three  categories  described  below.  Field 
offices  may  utilize  subcategories  within  the  three  categories  so  long  as  the  essential  priority 
handling  scheme  is  preserved  and  operates  effectively. 

Category  A:  Enforcement  Plan/Potential  Cause  Charges. 

The  first  category  includes  (1)  charges  that  fall  within  the  national  or  local 
enforcement  plan  and  (2)  other  charges  where  further  investigation  will  probably 
result  in  a  cause  finding.   Cases  should  also  be  classified  as  Category  A  if  irreparable 
harm  will  result  unless  processing  is  expedited. 

For  enforcement  plan  and  potential  cause  cases,  the  office  will  conduct  an 
appropriate  investigation  to  obtain  the  necessary  information,  as  resources  permit. 
Within  resource  constraints,  enforcement  plan  cases  are  the  highest  priority. 
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Category  B:  Charges  Requiring  Additional  Information. 

Many  charges  will  initially  appear  to  have  some  merit  but  will  require 
additional  evidence  to  determine  whether  continued  investigation  is  likely  to  result  in 
a  cause  finding.   In  addition,  in  other  cases  it  will  simply  not  be  possible  to  make  a 
judgment  regarding  the  merit  of  the  charge  at  charge  receipt.   In  these  cases, 
additional  investigation  will  be  needed,  as  resources  permit,  to  determine  whether 
these  charges  should  be  moved  into  Category  A  and  given  priority  status  or  moved 
into  Category  C  and  dismissed.   In  addition  to  reclassification  or  settlement,  Category 
B  charges  may  be  placed  in  suspense  where  CP  has  filed  suit  based  on  the  issues 
raised  in  the  charge.  See  II.  G.3. 

Category  C:  Charges  Suitable  For  Dismissal. 

A  charge  may  be  placed  in  Category  C  and  dismissed  when  the  office  has 
sufficient  information  from  which  to  conclude  that  it  is  not  likely  that  further 
investigation  will  result  in  a  cause  finding. 

An  office  will  have  "sufficient  information"  when  it  has  conducted  an 
investigation  appropriate  to  the  particular  charge,  factoring  in  resource  considerations, 
and  has  assured  that  the  CP  has  been  provided  a  fair  opportunity  to  present  his  or  her 
case. 

Examples  of  cases  that  can  be  resolved  under  Category  C  after  completion  of  charge 
receipt  are: 

•  Nonjurisdictional  charges  and  those  failing  to  state  a  claim  (dismissed  under  29 
CFR§§  1601.18). 

•  Charges  unsupported  by  any  direct  or  circumstantial  evidence  of 
discrimination,  and  the  CP  was  in  a  position  to  have  access  to  such  evidence 
(dismissed  under  29  CFR  §  1601.19;  see  also  §§  1601.15(b)  and  1601.18(b)). 

•  Self-defeating  charges  (dismissed  under  29  CFR  §  1601.19) 

•  Charges  where  the  allegations  are  not  credible,  including  cases  filed  by 
repetitive  charge  filers  where,  based  on  the  large  number  of  charges,  the 
charging  party  is  not  credible,    (dismissed  under  29  CFR  §  1601.19). 

•  ADEA  charges  filed  more  than  180/300  days  after  the  date  of  violation 
(DOV). 

As  with  all  charges  that  are  filed,  these  charges  must  be  served  on  the  respondent. 
However,  offices  should  not  request  submission  of  position  statements  or  other  documents 
from  respondents. 

Cases  can  also  be  dismissed  for  "non-merits"  reasons  at  a  later  stage  of  processing. 
Examples  include: 

•  Cases  where  the  CP  has  rejected  a  settlement  offer  which  would  afford  full 
relief.   (Dismissed  under  29  C.F.R.  §  1601.18)  (but  note  that  the  Commission 
has  withdrawn  the  "full  relief"  policy;  offers  consistent  with  the  new 
procedures  may,  nonetheless,  not  meet  the  regulatory  standard  for  dismissal). 

•  Cases  where  the  CP  has  failed  to  respond  to  a  30-day  notice  provided  for  in 
§  1601.18(b). 
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Office  Directors  are  authorized  to  give  supervisory  and  line  staff  discretion  to  identify 
charges  eligible  for  dismissal  under  this  standard. 

B.        CHARGE  RECEIPT:  INITIAL  CASE  CATEGORIZATION 

Charge  receipt  is  a  critical  point  under  the  new  procedures  since  an  initial  assessment 
of  a  charge's  priority  status  will  be  made  at  this  stage  of  the  investigation.   However,  it  is 
important  to  keep  in  mind  that  many  cases  will  be  provisionally  categorized  into  Category  B. 
with  the  final  categorization  dependent  on  further  analysis  or  investigation. 

The  charge  receipt  process,  whether  conducted  in  person,  by  phone  or  by  mail, 
should  include  a  CP  interview  conducted  by  experienced  personnel  who  will  counsel  the  CP 
and  recommend  an  assessment  or  disposition  of  the  charge.  This  interview  may  be  lengthy 
in  certain  circumstances,  for  example,  when  the  case  appears  to  involve  systemic 
discrimination.   In  other  situations  a  shorter  interview  may  be  appropriate,  for  example, 
where  the  individual  alleges  age  discrimination,  but  is  38  years  old,  and  therefore  not  within 
the  age  group  protected  by  the  ADEA,  and  there  are  no  allegations  that  would  suggest  a 
broader  pattern  or  practice  of  discrimination.   The  following  sets  out  guidance  for  the 
counseling  and  assessment  processes. 

1.  Charge  Receipt  Counseling 

The  following  are  essential  elements  of  charge  receipt  counseling: 

•  The  individual  should  be  explicitly  informed  by  charge  receipt  personnel  that 
he  or  she  has  a  right  to  file  a  charge  and  that  filing  the  charge  is  necessary  to 
preserve  the  right  to  file  a  private  suit  under  Title  VII,  ADA,  or  the  ADEA. 
The  office  should  also  explain  to  the  individual  that  if  a  formal  charge  is  filed, 
the  EEOC  must  provide  notice  of  the  charge  to  the  respondent.   The  individual 
should  be  informed  about  the  risk  of  retaliation,  that  retaliation  is  itself  a 
violation  of  federal  discrimination  law,  and  that  a  CP  may  amend  a  charge  to 
include  an  allegation  of  retaliation. 

•  To  enhaiice  the  explanation  of  our  processes,  a  notice  taking  into  consideration 
the  particular  needs  of  an  office  and  the  communities  it  serves  should  be  given 
to  potential  CPs.   It  should  also  inform  CPs,  in  an  accessible  format,  of  what 
they  may  expect  during  the  processing  of  their  charge.   We  will  be  working 
closely  with  appropriate  offices  to  develop  and  disseminate  model  notices  as 
soon  as  possible.   The  field  will  be  provided  forms  in  languages  other  than 
English  to  meet  the  needs  of  their  particular  communities.   Consideration  is 
also  being  given  to  the  development  of  videos  and  other  formats  for  providing 
the  necessary  information. 

•  Potential  CPs  should  no!  be  discouraged  from  filing  a  charge.   Where,  based 
on  the  initial  interview,  the  charge  appears  to  be  weak,  the  CP  should  be  told 
that  and  counseled  about  our  process.   If  the  CP  wishes  to  file  a  charge,  he  or 
she  should  be  told  that  it  will  be  served  on  the  respondent  and  might  be 
dismissed  at  or  shortly  after  that  time.   While  the  number  of  charges  filed  will 
be  less  critical  to  our  operations  than  previously,  because  now  the  resources 
devoted  to  each  charge  will  depend  on  its  merits,  staff  must  remain  cognizant 
that  the  decision  regarding  whether  to  file  is  very  important  to  the  CP  and 
must  be  made  by  the  CP.  Additional  guidance  will  be  forthcoming  on  this 
issue. 

•  Charge  receipt  staff  should  give  CPs  their  best  initial  assessment  of  the 
evidence.   This  assessment  will  assist  CPs  in  making  an  informed  decision 
about  whether  and  how  to  proceed.   In  addition,  such  assessment  will  enable 
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CPs  to  assist  more  efficiently  in  the  development  and  investigation  of  their 
charge. 

•  Throughout  this  process  it  is  vita!  to  convey  fairly  and  honestly  to  potential 
CPs  the  status  of  their  case,  how  it  fits  into  our  new  procedures,  and  what 
they  can  expect  to  happen. 

2.  Prompt  Charge  Assessment 

Efforts  should  be  made  to  assess  as  promptly  as  possible  new  charges  after  they  are 
filed  (or  for  mail  and  telephone  charges,  during  the  period  the  charge  is  being  perfected). 

In  connection  with  charge  assessment,  offices  should  consider  the  following  guidance: 

•  Offices  may  provide  literature  and  questionnaires  asking  for  information 
relating  to  statute,  basis,  and  issue  to  potential  CPs  as  an  aid  to  effective  intake 
interviewing. 

•  Offices  should  consider  the  use  of  an  appointment  system  for  charge  receipt. 

•  Charge  receipt  staff  should  assemble  intake  notes/memoranda  to  the  file, 
gathering  as  much  information  as  necessary  to  facilitate  priority  charge 
assessment.    Affidavits  or  declarations  may  be  taken  at  the  discretion  of  the 
office  when  they  serve  an  investigative  purpose.    For  example,  obtaining  an 
affidavit  or  other  statement  at  the  charge  receipt  stage  or  shortly  thereafter, 
regarding  matters  within  the  CP's  knowledge,  may  preserve  valuable  evidence 
and  save  investigative  resources  later  on. 

•  The  inclusion  of  information  on  the  charge  form  sufficient  to  allow 
Respondents  to  adequately  respond  to  the  charge,  or  a  Request  for  Information 
("RFI")  if  one  is  issued,  can  expedite  charge  processing. 

•  Pursuant  to  29  CFR  §  1601.15(b),  the  office  may  require  in  appropriate  cases 
that  the  CP  provide  a  statement  that  includes:  each  specific  harm  the  person 
has  suffered  and  the  date  on  which  each  harm  occurred;  for  each  harm,  a 
specification  of  the  act,  policy,  or  practice  that  is  alleged  to  be  unlawful;  and 
for  each  act,  policy,  or  practice  that  is  alleged  to  have  harmed  the  person,  the 
facts  that  lead  the  person  to  believe  that  the  act,  policy,  or  practice  is 
discriminatory. 

•  In  limited  cases,  calls  to  respondents  or  witnesses  during  charge  receipt  may 
be  helpful  to  explore  settlement  or  gather  information.   While  this  practice  will 
not  always  be  appropriate,  pursuing  such  opportunities  may  save  resources 
and/or  benefit  a  party.   For  example,  if  contacted  during  charge  receipt,  a 
witness  may  or  may  not  verify  a  CP's  version  of  the  facts  or  an  employer 
might  have  second  thoughts  about  a  recently  taken  adverse  action. 

•  If  a  case  is  initially  categorized  into  Category  A  or  B,  CPs  should  be  told  how 
long  the  additional  investigation  may  take,  and  when  they  may  obtain  a  status 
report  from  the  field  office. 

•  If  a  charge  is  eligible  for  immediate  dismissal  (Category  C),  the  CP  should  be 
informed  promptly  that  the  EEOC  is  unlikely  to  pursue  the  claim,  and  that  he 
or  she  will  have  to  undertake  private  enforcement  if  he  or  she  wants  to 
continue  to  challenge  the  alleged  discrimination. 

•  Offices  should  develop  effective  attorney  referral  procedures,  including  lists  of 
attorneys  who  can  aid  those  who  wish  to  bring  suit.   The  question  of 
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appropriate  referrals  of  CPs  to  advocacy  and  civil  rights  groups  will  be 
addressed  as  part  of  the  communications  plan  which  will  be  disseminated  as 
soon  as  it  is  available.  At  a  minimum,  it  is  important  to  assure  that  any  group 
to  which  a  CP  is  referred  is  aware  of  the  changes  to  the  charge  processing 
system  and  has  the  resources  and  is  otherwise  able  to  assist  CPs. 

C.        CATEGORIZATION  OF  EXISTING  CHARGE  INVENTORY 

Field  offices  should  categorize  pending  charges  according  to  the  same  priority 
handling  standards  set  out  in  this  memorandum.  As  promptly  as  possible  they  should 
investigate  those  charges  in  Category  A  and  dismiss  those  in  Category  C. 

The  staff  who  have  been  assigned  charges  are  most  familiar  with  the  contents  of  the 
file.   As  a  result,  supervisors  and  investigators  should  normally  prioritize  the  cases  in  their 
own  inventories.    Field  managers  can  support  the  process  by  providing  staff  with  definitions 
and  benchmarks  based  on  local  conditions  and  continuing  guidance  for  prioritizing  the 
caseload  into  categories. 


D.        INVESTIGATION  AND  PROCESSING  AFTER  INITIAL 
CATEGORIZATION 

1.  Investigation 

The  investigation  to  be  made  in  each  case  should  be  appropriate  to  the  particular 
charge,  taking  into  account  the  EEOC's  resources.    In  general,  an  appropriate  investigation  is 
one  where  the  field  office  determines  that  a  statute  has  been  violated  or  that  there  is 
sufficient  information  to  conclude  that  further  investigation  is  not  likely  to  result  in  a  finding 
that  there  is  reasonable  cause  to  believe  that  a  statute  has  been  violated. 

Offices  will  need  to  develop  a  flexible  process  under  which  investigators  will  seek 
only  that  amount  of  evidence  needed  to  make  an  informed  decision  as  to  whether  it  is  more 
likely  than  not  that  a  violation  of  the  statute  may  be  found.   This  will  avoid  misapplying 
resources  by  over-investigating  charges  that  could  be  resolved  with  less  information,  or  by 
pursuing  cases  that  are  facially  non-meritorious.    At  the  same  time,  it  will  have  the  beneficial 
effect  of  shifting  the  agency's  limited  resources  to  cases  that  are  the  most  likely  to  fall  within 
the  enforcement  plans  and  otherwise  result  in  findings  of  violations. 

As  soon  as  practicable  after  receipt  of  a  position  statement  or  a  response  to  a  RFI,  the 
office  should  decide  whether  to  take  further  investigative  or  settlement  action.   If  no  further 
investigative  or  settlement  action  is  appropriate,  the  charge  should  be  dismissed  at  that  time. 

While  this  document  is  not  intended  to  address  in  detail  the  investigation  of  charges, 
the  following  guidance  addresses  particular  issues  regarding  investigations  in  the  context  of 
charge  prioritization. 

a.  Offices  should  determine  how  decisions  will  be  made  about  the  scope 
and  limitations  of  investigations,  including  the  specific  practices  and/or  " 
policies  to  be  addressed  as  well  as  the  time  period  to  be  covered. 

b.  A  thorough  statement  of  the  information  provided  by  the  CP  should  be 
contained  in  the  file.  This  information  may  be  in  the  form  of  a 
memorandum  to  the  file,  the  CP's  affidavit,  the  CP's  responses  to  a 
questionnaire,  and/or  intake  notes  setting  out  all  the  relevant  CP 
information.   The  focus  is  on  substance,  not  on  whether  a  particular 
type  of  document  is  in  the  file. 
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c.  Offices  should  eliminate  forms  and  documents  that  are  unnecessary  or 
duplicative  (e.g.,  detailed  "no  violation"  investigative  memoranda  (IMs) 
when  a  short  memo  to  file  will  suffice).   However,  there  should  be 
documentation  in  the  file  setting  out  the  rationale  for  the  resolution. 
Revised  EEOC  Form  291  (Attachment  A)  may  be  used  for  this 
purpose.   The  form  has  been  placed  on  the  EEOC  Bulletin  Board  and 
may  be  downloaded  for  your  use.    Note  that  the  form  has  also  been 
modified  for  use  when  a  NRTS  is  requested  and  the  charge  is  to  be 
closed. 

d.  The  Chairman  has  directed  that  charging  parties  and  respondents  should 
normally  be  provided  with  access,  upon  request,  to  the  positions  of  the 
other.   This  exchange,  including  documents  as  appropriate,  should 
permit  the  parties  to  narrow  the  issues,  encourage  them  to  resolve 
disputed  facts,  and  reduce  the  burden  on  the  office  in  handling  FOIA/ 

§  83  document  requests. 

e.  For  those  cases  that  have  been  pending  for  several  months  since  contact 
with  either  party,  the  office  should  communicate  with  the  parties,  by 
phone  or  in  writing,  a  brief  report  on  the  status  of  the  case. 

f.  In  appropriate  cases,  early  involvement  of  legal  staff  to  provide 
guidance  will  be  extremely  helpful. 

g.  "Boilerplate"  Requests  for  Information  (RFIs)  should  be  eliminated. 
Instead,  RFIs  tailored  to  the  particular  charge  should  be  used. 

2.  Continuing  Priority  Assessment 

Cases  that  are  categorized  for  further  investigation  (A  and  B)  should  be  reviewed  as 
needed  during  processing  to  determine  whether  they  should  be  re-categorized.   These 
procedures  will  be  applied  to  both  new  charges  and  charges  currently  in  the  inventory. 


E.        SETTLEMENT  OF  CHARGES 

The  EEOC's  former  "full"  remedies  policy  has  been  rescinded.    Now,  cases  in  which 
the  Director  has  issued,  or  is  prepared  to  issue,  a  cause  letter  of  determination  may  be  settled 
for  "substantial"  relief;  other  cases  may  be  settled  for  "appropriate"  relief  except  that  EEOC 
will  not  facilitate  settlements  of  Category  C  cases. 

Settlement  is  an  important  enforcement  option.  It  should  be  encouraged  by  working 
closely  with  both  charging  parties  and  respondents  to  explore  whether  an  amicable  resolution 
of  their  differences  is  possible.   Offices  will  have  discretion  in  evaluating  whether  settlements 
are  appropriate  in  particular  cases.   As  part  of  the  exercise  of  this  discretion,  offices  should 
take  into  careful  consideration  the  interests  of  the  affected  parties  and  not  simply  impose 
their  view  of  appropriate  relief.   At  the  same  time,  however,  offices  should  not  encourage  or 
facilitate  settlements  simply  to  dispose  of  cases. 

The  following  principles  will  guide  the  settlement  process: 

1.  Minimum  settlement  terms  for  agreements  to  which  the  EEOC  is  a  party  are 
set  out  in  the  model  agreements  in  §  IS  of  Vol.  I,  and  remain  in  effect. 

2.  Charges  under  investigation  that  do  not  fall  within  the  national  or  local 
enforcement  plans  and  that  are  in  Categories  A  or  B  may  be  settled  at  any  time 
by  the  enforcement  staff,  with  or  without  consultation  with  legal  staff,  as 
appropriate. 
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3.  Category  A  charges  under  investigation  that  fall  within  the  enforcement  plans 
can  be  settled  at  any  time  in  consultation  with  the  Regional  Attorney.   This 
will  assure  that  enforcement  plans  are  implemented  consistently  and 
appropriately. 

4.  Category  C  charges,  which  are  appropriate  for  dismissal,  will  not  be  the 
subject  of  EEOC  settlement  efforts.    However,  staff  should  not  stand  in  the 
way  of  parties  who  are  interested  in  reaching  a  settlement  of  their  dispute. 


F.        DETERMINATIONS 

1.  Elimination  Of  Substantive  "No  Cause"  LODs 

Substantive  "no  cause"  determinations  will  no  longer  be  used.   Instead,  the  parties 
will  be  informed  in  a  short-form  determination  that  the  investigation  failed  to  disclose  a 
violation.   These  determinations  will  not  include  particularized  factual  findings,  but  rather 
will  use  the  following  uniform  language  which  is  included  in  the  dismissal  form  approved  on 
May  1,  1995,  and  a  copy  of  which  is  attached  as  Attachment  B: 

Based  upon  the  Commission's  investigation,  the  Commission  is 
unable  to  conclude  that  the  information  obtained  establishes 
violations  of  the  statutes.   This  does  not  certify  that  the 
respondent  is  in  compliance  with  the  statutes.    No  finding  is 
made  as  to  any  other  issue  that  might  be  construed  as  having 
been  raised  by  this  charge. 

2.  Determination  Counseling 

Because  of  the  elimination  of  substantive  "no  cause"  determinations,  it  is  critical  that 
substantial  care  be  exercised  in  explaining  the  disposition  and  the  CP's  enforcement  options 
to  the  CP.   Because,  under  the  new  procedures,  there  is  an  even  greater  need  for  effective 
communications  with  CPs  than  before,  determination  counseling  will  remain  mandatory. 
However,  there  is  no  set  formula  or  method.   Offices  should  develop  the  best  methods  for 
effectively  communicating  to  CPs  the  reason  for  the  determination,  the  realities  and 
limitations  of  our  process,  and  their  private  enforcement  options.   Options  include  the 
following  (offices  should  feel  free  to  add  to  or  adapt  these  options  as  circumstances  suggest): 


In-person  interview.   In  appropriate  cases,  the  CP  can  be  invited  to  visit  the 
office  to  discuss  the  matter  with  the  investigator  or  his  or  her  supervisor.    The 
goal  is  to  fully  communicate  the  reasons  underlying  the  determination  as  well 
as  the  EEOC's  resource  limitations  which  may  have  affected  the  investigation, 
and  to  explain  the  CP's  options  to  him  or  her.   As  needed,  the  investigator 
may  ask  to  have  a  legal  unit  attorney  meet  the  CP. 

Telephone  or  conference  call.  The  investigator  could  arrange  a  phone 
conversation  along  the  lines  discussed  in  the  previous  paragraph,  also 
involving  a  supervisor  or  legal  unit  attorney  if  appropriate. 

A  written  statement.   A  letter  accompanying  the  LOD  could  be  used  to  explain 
the  disposition. 

Referrals.    The  office  may  refer  the  CP  to  a  private  attorney  consistent  with  its 
attorney  referral  procedures.    Referrals  to  civil  rights  or  advocacy 
organizations  should  be  consistent  with  the  Commission's  communication  plan 
and  should  only  be  made  where  the  organization  has  the  resources  and  is 
otherwise  able  to  assist  the  CP. 
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3.  Requests  for  Reconsideration 

Many  parties  request  reconsideration  of  the  resolutions  of  their  charges.   The  EEOC 
has  no  statutory  or  regulatory  duty  to  act  on  these  requests,  and  Directors  may  decline  to     - 
review  such  requests  unless  the  CP  presents  substantial  new  and  relevant  evidence  or  a 
persuasive  argument  that  the  EEOC's  prior  decision  was  contrary  to  law  or  the  facts.   The 
Commission  and  headquarters  staff  are  endeavoring  to  support  the  field  in  implementing  the 
new  procedures.   Consistent  with  this  commitment,  offices  should  reconsider  dismissals  only 
when  one  of  the  following  standards  have  been  met: 

•  misconduct  by  an  agency  official  which  may  have  affected  the  outcome; 

•  substantial  new  and  material  evidence  that  was.  not  previously  considered  and 
which  may  have  affected  the  outcome;  or 

•  an  error  in  the  interpretation  of  the  law,  which  may  have  affected  the  outcome. 


G.        SPECIFIC  ISSUES 

1.  Expedited  Subpoena  Issuances 

The  field  can  expedite  the  issuance  of  subpoenas  from  Area  and  Local  Offices  by 
using  FAX,  BBS,  or  teleconference  procedures. 

2.  Title  VII/ADA  Notice  of  Right  to  Sue  (NRTS)  Issued  on  Request;  ADEA  §  7(d) 
Conciliation  on  Request 

Cases  where  a  Title  VII/ADA  CP  has  requested  a  Notice  of  Right  to  Sue  (NRTS) 
prior  to  180  days  from  filing  may  generally  be  closed  and  an  NRTS  issued  if  the  Director 
has  certified  that  processing  cannot  be  completed  within  180  days.   All  but  a  handful  of 
district  courts  recognize  jurisdiction  over  these  cases.   If  a  court  subsequently  dismisses  the 
case  because  of  the  early  NRTS,  however,  the  case  should  be  reopened.   In  addition, 
regulations  permit  an  NRTS  to  be  issued  in  any  case  on  request  after  180  days.   In  the  case 
of  a  Category  A  charge  that  appears  to  be  within  a  national  or  local  enforcement  plan,  staff 
should  issue  a  Title  VII/ADA  NRTS  on  request  but  should  also  consult  with  the  Regional 
Attorney  and  determine  whether  the  EEOC  will  continue  its  investigation. 

ADEA  charges  generally  may  be  closed  with  the  issuance  of  a  notice  of  dismissal  or 
termination  at  the  request  of  the  CP  prior  to  60  days  from  filing  after  a  §  7(d)  conciliation 
attempt.   In  the  case  of  a  Category  A  charge  that  appears  to  be  within  a  national  or  local 
enforcement  plan,  staff  should  not  close  the  charge  until  staff  has  consulted  with  the  Regional 
Attorney. 

3.  CP  Has  Sued  on  the  Same  Issue  under  State  Law  or  on  a  Different  Basis 

Occasionally,  CPs  file  suit  on  the  same  basis  (such  as  race  or  age)  under  State  law  or 
challenge  the  allegedly  discriminatory  act  on  a  different  basis  (e.g..  as  a  contract  or 
constitutional  violation).   Once  such  a  charge  has  been  reviewed  and  determined  not  to  be  in 
Category  A,  the  CP  may  be  informed  that  EEOC  will  take  no  further  action  until  the  pending 
litigation  is  resolved  and  that  a  NRTS  will  be  issued  at  the  CP's  request.   If  the  CP  does  not 
ask  for  a  NRTS,  the  appropriate  CDS  suspense  code  can  be  reported  and  a  decision  on 
whether  to  take  further  action  can  be  deferred  until  the  end  of  the  litigation,  unless  the  case 
is  properly  classified  in  Category  C,  whereupon  it  should  be  dismissed.   The  office  should 
check  the  status  of  the  pending  matter  periodically  to  see  if  suspense  status  is  still  warranted. 
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4.  ADEA  Charges  Filed  More  Than  180/300  Days  after  Date  of  Violation 

Under  both  the  current  and  the  new  procedures,  when  an  ADEA  CP  files  a  charge 
more  than  180/300  days  from  the  DOV,  absent  equitable  considerations,  such  charge  is 
untimely  for  purposes  of  preserving  private  suit  rights.    The  CP  should  be  informed  that  if 
he  or  she  chooses  to  file,  the  charge  will  be  dismissed.   CPs  should  be  informed  of  the 
timeliness  problem  if  they  want  to  consider  pursuing  their  private  suit  rights. 

5.  Bankrupt  Respondents 

When  the  office  concludes  that  there  is  little  chance  of  obtaining  meaningful  relief 
because  the  respondent  has  filed  for  bankruptcy,  it  should  consider  classifying  the  charge  in 
Category  C.   This  may  be  particularly  appropriate  where  the  respondent  has  gone  out  of 
business  and  filed  for  non-asset  Chapter  7  bankruptcy.    Nevertheless,  the  office  should  be 
aware  that  under  certain  circumstances  a  successor  corporation  may  be  liable  for  its 
predecessor's  discrimination.   £ee.  Compliance  Manual  Vol.  II,  Sec.  605.17b.   If  the 
respondent  remains  in  business  and  files  for  Chapter  11  bankruptcy  and  reorganizes,  the 
bankruptcy  should  generally  not  affect  the  investigation.   However,  in  such  cases  the 
investigative  unit  staff  should  confer  with  legal  staff  about  meeting  requirements  for  filing  a 
timely  proof  of  claim  with  the  bankruptcy  court. 


H.        CONTINUED  COMMUNICATION  WITH  STAKEHOLDERS 

Currently,  EEOC  expends  substantial  resources  responding  to  complaints  from  parties 
regarding  the  handling  of  their  cases.    It  is  reasonable  to  believe  that  the  number  of 
complaints  may  temporarily  increase  with  adoption  of  priority  charge  handling  procedures, 
since  many  charges  will  likely  be  dismissed  within  a  relatively  short  period  of  time  after 
filing.  The  success  of  the  new  procedures  will  depend  on  a  full  understanding  by  both 
internal  and  external  stakeholders  that  the  field  has  the  discretion  to  make  a  wide  variety  of 
processing  decisions,  why  these  new  procedures  were  implemented  and  how  they  will  affect 
both  charging  parties  and  respondents. 

To  this  end,  the  EEOC  will  pursue  a  more  active  role  in  stakeholder  education. 
Further  guidance  on  education  and  outreach  will  be  disseminated  shortly.   Guidance  on  the 
appropriate  handling  of  correspondence  is  also  being  developed  and  will  be  distributed  as 
soon  as  it  is  available". 


I.         MANAGEMENT  OPTIONS 

1.  Processing  of  Pending  Inventory,  Including  Backlog  Cases 

It  is  critical  that  the  agency  deal  with  its  charge  backlog  as  expeditiously  as  possible 
in  order  to  restore  its  credibility  as  a  law  enforcement  agency.   Moreover,  the  backlog 
requires  substantial  resources  just  to  maintain  the  status  quo  and  results  in  unmanageable 
burdens  on  investigators  and  other  staff.   It  is  no  longer  acceptable  to  permit  the  backlog  to 
drive  our  law  enforcement  priorities. 

Offices  are  encouraged  to  develop  approaches  for  handling  charges  that  meet  their 
particular  needs.   The  following  are  examples  of  management  options  that  may  be 
considered: 

•         Field  offices  may,  in  their  discretion,  handle  older  cases  as  a  priority  on  a 

temporary  basis  (although  not  at  the  expense  of  Category  A  cases).    Dedicated 
teams  could  be  formed,  or  pending  charge  assignments  could  be  made  to 
individual  employees.    Such  cases  could  be  assigned  to  professional  staff  as 
appropriate. 
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•  Pending  charges  may  be  transferred  from  one  office  to  another,  applying 
procedures  similar  to  those  for  transferring  hearings  cases,  provided  that  the 
receiving  field  offices  can  absorb  them  without  substantially  interfering  with 
their  own  enforcement  plans. 

•  Notices  could  be  sent  to  Category  B  CPs  who  have  not  been  contacted  recently 
to  determine  if  they  want  to  proceed.   If  the  CP  does  not  wish  to  proceed  a 
withdrawal  might  be  appropriate  or  a  NRTS  could  be  issued.   In  addition,  if 
the  CP  fails  to  provide  requested  necessary  information,  fails  or  refuses  to 
appear  or  be  available  for  interviews,  or  otherwise  fails  to  cooperate,  after  due 
notice  and  30  days  in  which  to  respond,  the  office  may  dismiss  the  case  and 
issue  a  NRTS.   If  the  CP  wants  to  go  forward,  the  office  should  review 
options  with  the  CP,  including  settlement  as  well  as  a  review  of  evidence 
which  may  have  been  developed. 

•  The  office  can  "troubieshoot"  the  inventory  for  cases  that  can  be  dismissed 
either  for  lack  of  jurisdiction  or  on  the  merits. 

•  The  office  could  conduct  expedited  fact-finding  conferences. 

•  The  office  could  "stand  down"  for  all  purposes  other  than  taking  charges  in 
order  to  work  on  older  cases  or  hold  a  "settlement  week." 

•  Cases  could  be  grouped  geographically,  by  respondent,  or  by  issue,  to  permit 
a  significant  number  of  cases  to  be  investigated  and/or  processed  at  one  time. 
Consolidating  cases  by  respondent  would  also  allow  for  avoidance  of 
duplicative  document  requests  and,  at  the  same  time,  permit  identification  of 
company  patterns  and  practices. 

•  Offices  may  inform  CPs  and  respondents  of  the  time  it  will  take  to  reach  a 
particular  charge  and  that  there  is  no  impediment  to  pursuing  voluntary 
alternate  dispute  resolution  (ADR)  or  other  settlement  efforts  during  that  time. 

2.  Improved  Coordination  Between  Enforcement  and  Legal  Staff 

Legal  unit  attorneys  in  the  district  offices  should  be  involved  early  in  the  investigation 
and  classification  of  Category  A  charges  in  order  to  identify  and  guide  the  legal  development 
of  cases  that  might  result  in  EEOC  litigation.   Offices  should  consider  devising  team 
arrangements  and  other  collaborative  approaches  to  providing  that  assistance.    In  order  to 
allow  legal  unit  attorneys  to  focus  greater  effort  on  those  priority  charges,  offices  should  also 
consider  new  ways  of  providing  legal  advice  to  investigators  working  on  Category  B  and  C 
charges.   Offices  should  keep  in  mind  that  the  Office  of  Legal  Counsel  is  available  to  assist 
with  policy  and  procedural  questions. 

3.  Potential  Additional  Options 

We  are  exploring  the  possibility  of  authorizing  field  offices,  within  the  framework  of 
labor-management  partnerships,  to  elect  the  following  options: 

a.  Establish  a  separate  intake  unit  with  qualified  personnel. 

b.  Establish  a  rotation  system  for  assigning  staff  to  intake,  using  either  a  small 
team  approach  (e.g. ,  a  member  from  each  team  routes  into  intake  for  a 
prolonged  period  while  other  team  members  are  assigned  to  the  team's  pending 
workload),  or  a  long-term  assignment  (e.g.,  nine  months). 

c.  Establish  a  specialized  ADA  unit  to  handle  intake,  assessment,  and  resolution 
of  ADA  cases. 


735 


in.       PROCEDURES  FOR  COMMISSIONER  CHARGES  AND  DIRECTED 
INVESTIGATIONS 


A.  INTRODUCTION 

In  his  April  19,  1995  announcement  of  steps  to  implement  recommendations  of  the 
charge  processing  task  force,  the  Chairman  reasserted  the  importance  of  Commissioner 
charges  and  directed  investigations  as  part  of  the  EEOC's  enforcement  mission.    In  addition, 
he  mandated  the  development  of  new,  streamlined  procedures  for  the  approval  of 
Commissioner  charges  and  the  conduct  of  the  resulting  investigations.    This  section  provides 
the  information  necessary  to  carry  out  these  directives.    As  with  other  sections  of  this 
memorandum,  it  supersedes  instructions  currently  in  Volume  I  of  the  Compliance  Manual 
regarding  headquarters  supervision  of  these  charges  but  should  otherwise  be  read  in 
conjunction  with  the  guidance  in  the  Compliance  Manual. 


B.  BACKGROUND 

Enforcement  of  Title  VII,  the  ADEA,  the  EPA  and  the  ADA  is  not  limited  to  charges 
Tiled  by  individuals.   In  the  absence  of  an  individual  charge,  a  Commissioner  may  initiate 
action  under  Title  VII  or  the  ADA  through  a  "Commissioner  charge,"  while  field  directors 
and  the  director  of  OPO  have  the  authority  to  initiate  "directed  investigations"  in  ADEA  and 
EPA  cases.    Commissioner  charges  and  directed  investigations  are  integral  to  EEOC's  law 
enforcement  mission  and  are  an  important  complement  to  the  enforcement  of  the  law  through 
individually  initiated  charges.   They  recognize  that  some  types  and  incidents  of  illegal 
discrimination  will  not  be  the  subject  of  individual  charges  but,  nonetheless,  constitute 
serious  violations  of  the  laws  that  should  be  the  subject  of  enforcement  action. 

For  example,  discrimination  against  members  of  underserved  communities  may  not  be 
reflected  in  individually  filed  charges  for  the  precise  reason  that  members  of  such 
communities  are  not  aware  of  their  rights  and/or  of  the  processes  available  to  pursue  those 
rights.    Persons  not  hired  for  discriminatory  reasons  may  not  be  aware  of  why  they  were  not 
offered  a  job,  or  that  discrimination  may  have  been  a  factor,  and  therefore  fail  to  file  a 
charge.   Other  discrimination  victims  may  be  too  frightened  to  file  an  individual  charge.   Or, 
an  individual  may  be  jurisdictional^  barred  from  filing  a  charge  even  though  the  evidence 
shows  that  the  underlying  discriminatory  policy  or  practice  persists. 

C.  GENERAL  PROCEDURES 

1.  Identification  of  Potential  Commissioner  Charges  and  Directed  Investigations 

The  identification  and  development  of  Commissioner  charges  and  directed 
investigations  should  be  consistent  with  the  priorities  in  the  national  and  local  enforcement 
plans.   Such  charges  and  investigations  may  involve  systemic  discrimination  issues  as  well  as 
individual  discrimination.   They  may  be  of  broad  or  limited  scope  but  will  typically  involve 
priority  and/or  novel  issues. 

2.  Development  of  the  Charge  and/or  Investigation 

Field  offices  should  determine  the  scope  and  limitations  of  the  recommended 
Commissioner  charge  or  directed  investigation,  including  the  practices  and  policies  to  be 
addressed  as  well  as  the  period  to  be  covered  by  the  charge  and  investigation. 

3.  Management  of  Directed  Investigations 

Directed  investigations  under  the  ADEA  and  EPA  will  be  managed  entirely  at  the 
field  office,  in  accordance  with  the  same  principles  applying  to  individually  filed  charges. 


4.  Commissioner  Charges 

a.  The  Charge  Proposal 

The  Commissioner  charge  proposal  should  be  set  out  in  a  memo.  The  memo's 
content  will  depend  on  the  sources  of  information  relied  on  but  should  be  sufficient  for  a 
Commissioner  to  be  satisfied  that  there  is  a  reasonable  basis  for  the  investigation.  The 
Commissioner  filing  the  charge  must  sign  and  verify  the  charge. 

The  proposal  should  include  the  Director's  assurance  that  the  district  office  has  the 
resources  to  properly  investigate  the  charge  and  that  the  charge  is  consistent  with  the  national 
and  local  enforcement  plan.  In  addition,  the  memo  should  include  a  brief  general  statement 
of  the  office's  investigative  methodology,  a  description  of  the  basis  for  the  proposed  charge, 
and  a  brief  statement  of  the  potential  remedial  benefits,  and/or  impact  that  may  reasonably    - 
result  from  the  charge.  It  may  also  include  descriptions  of  the  content  of  affidavits,  if  any, 
or  summaries  of  discussions  with  contacts;  EEOC  staff  observations  of  possible 
discrimination;  documentation  of  relevant  matters;  a  brief  summary  of  relevant  current  or 
previous  EEOC,  FEPA  or  other  agency  experience  with  the  respondent;  and/or  any  other 
pertinent  information.  If  the  field  wishes  to  pursue  a  directed  ADEA  or  EPA  directed 
investigation  along  with  a  Title  VTI/  ADA  Commissioner  charge,  this  should  be  outlined  in 
the  Commissioner  charge  proposal  memo. 

b.  Submission  of  the  Charge  Proposal 

Field  offices  should  submit  proposed  Commissioner  charges  directly  to  the 
Commission,  through  the  Executive  Secretariat. 

Copies  of  the  charge  proposal  should  be  sent  to  OPO  which  will  assure  that  offices 
are  not  engaging  in  duplicative  investigations.  In  the  event  of  duplication,  or  where  similar 
investigations  of  the  same  or  related  respondents  are  being  undertaken,  OPO  will  assure  that 
the  offices  are  coordinating  effectively  with  each  other  consistent  with  the  need  to  carry  out 
effective  investigations. 

c.  Investigation  and  Disposition  of  Commissioner  Charges 

Field  Offices  should  investigate  Commissioner  charges  in  the  same  manner  as 
individually  filed  charges,  without  headquarters  supervision.   Field  offices  can  settle,  decide 
and  conciliate  these  charges  in  the  same  manner  as  other  cases.   Prior  to  a  determination  as 
to  reasonable  cause,  the  Commissioner  who  filed  the  charge  may  withdraw  the  charge  with 
the  consent  of  the  Commission.   Commissioners  should  be  notified  of  the  resolution  of 
charges  they  have  filed. 

CONCLUSION 


This  memorandum  on  priority  charge  handling  is  designed  to  begin  the 
implementation  of  the  motions  adopted  by  the  Commission  on  April  19,  1995  and  the 
Chairman's  action  items  of  the  same  date.   The  guidance  and  procedures  it  incorporates  will 
assist  the  agency  in  more  effectively  carrying  out  its  mission  of  eradicating  employment 
discrimination  through  a  coordinated  strategy  of  investigation,  conciliation,  litigation, 
technical  assistance  and  public  education. 
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ATTACHMENT  B.— NATIONAL  ENFORCEMENT  PLAN— FEBRUARY  1996 

I.  Introduction 

In  a  motion  unanimously  adopted  on  April  19,  1995,  the  Commission  directed  the 
development,  for  its  approval,  of  a  National  Enforcement  Plan  identifying  priority  issues  and 
setting  out  a  plan  for  administrative  enforcement  and  litigation  of  the  laws  within  its 
jurisdiction:  Title  VII  of  the  Civil  Rights  Act  of  1964  (Title  VII),  the  Age  Discrimination  in 
Employment  Act  (ADEA),  the  Equal  Pay  Act  (EPA),  and  the  Americans  With  Disabilities 
Act  (ADA).    Also  on  April  19,  1995,  the  Chairman  directed  District  Directors  and  Regional 
Attorneys  in  each  field  office  to  develop  Local  Enforcement  Plans  that  will  be  consistent  with 
the  National  Plan  and  that  will  tailor  their  priorities  to  the  specific  needs  of  the  many 
different  communities  served  by  the  Commission. 

This  motion  was  adopted  at  a  special  meeting  convened  on  April  19,  1995,  to 
consider  recommended  reforms  to  enforcement  policies  that  had  been  established  by  the 
Commission  over  a  decade  ago.    The  recommendations  had  been  developed  by  the  Task 
Force  on  Charge  Processing  (Task  Force)  created  by  Chairman  Gilbert  F.  Casellas  and  led 
by  Vice  Chairman  Paul  M.  Igasaki  which  was  charged  with  reviewing  and  analyzing  the 
private  sector  charge  processing  system.    More  recently,  partially  as  the  result  of  the 
Commission's  increased  statutory  responsibilities,  the  number  of  persons  filing  charges 
annually  with  the  EEOC  has  risen  from  less  than  64,000  in  fiscal  year  1991  to  more  than 
95,000  in  fiscal  year  1995,  a  49%  increase.    More  funding  to  support  additional  staffing  and 
other  resources  necessary  to  meet  these  new  challenges  has  not  been  forthcoming. 

The  Task  Force  recognized  that  the  Commission's  effectiveness  as  a  law  enforcement 
agency  had  been  reduced  by  the  overwhelming  increase  in  its  inventory  of  individual  charges 
of  discrimination,  by  the  lack  of  financial  resources  needed  to  address  the  increased 
workload,  and  by  a  failure  to  strategically  utilize  its  resources  to  pursue  its  mission  through 
vigorous  investigation,  conciliation,  and  litigation.    In  the  1980's,  a  number  of  enforcement 
processing  and  litigation  policies  based  on  principles  of  "full  investigation  and  enforcement" 
were  implemented. 

The  Task  Force  concluded  that  the  policies  and  practices  now  prevented  the  agency 
from  using  its  limited  resources  strategically  to  pursue  its  mission  of  eradicating  workplace 
discrimination.    To  address  this  problem,  it  recommended  the  adoption  of  policies  that  would 
permit  the  agency  to  make  the  most  prudent  use  of  its  resources  to  accomplish  its  mission. 
One  of  these  recommendations  was  that  the  Commission  develop  National  and  Local 
Enforcement  Plans  that  prioritize  issues  of  discrimination  for  Commission  action. 

Given  the  comprehensive  scope  of  the  National  Enforcement  Plan,  the  Commission 
consulted  with  a  broad  range  of  external  and  internal  stakeholders.    Through  this  process,  the 
Commission  sought  and  received  recommendations  from  dozens  of  representatives  of  the 
employer,  employee,  labor,  and  civil  rights  communities  at  both  the  national  and  local  levels. 
In  addition,  the  then-Acting  General  Counsel  and  then-Acting  Director  of  the  Office  of 
Program  Operations  consulted  with  several  District  Directors  and  Regional  Attorneys  and 
asked  all  Regional  Attorneys  and  District  Directors  to  solicit  suggestions  from  a  wide  range 
of  EEOC  staff,  including  union  representatives. 

Based  upon  this  extensive  consultative  process  and  after  its  own  careful  consideration 
of  the  issues,  the  Commission  adopts  the  following  National  Enforcement  Plan  (NEP)  which 
will  form  the  cornerstone  of  the  Commission's  efforts  to  achieve  its  statutory  mission  of 
eradicating  discrimination  from  the  workplace.    The  NEP  recognizes  that  the  Commission 
must  use  its  limited  resources  more  strategically  to  deter  workplace  discrimination,  guide  the 
development  of  the  law,  resolve  disputes,  and  promote  a  work  environment  in  which 
employment  decisions  are  made  on  the  basis  of  abilities,  not  on  the  basis  of  prejudice, 
stereotype  and  bigotry.    The  Commission  also  recognizes  that  regardless  of  resource  issues. 
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the  development  of  this  Plan  is  consistent  with  good  management  and  reinventing 
government. 

With  this  Plan,  the  Commission  articulates  the  general  principles  governing  the 
Commission's  enforcement  efforts,  establishes  national  enforcement  priorities,  sets  general 
parameters  for  the  development  of  the  Local  Enforcement  Plans,  and  delegates  significant 
litigation  authority  to  the  Office  of  General  Counsel  so  that  the  Commission  can  most 
effectively  and  efficiently  accomplish  its  enforcement  objectives. 


II.        Governing  Principles 

The  National  Enforcement  Plan  incorporates  the  following  principles,  which 
have  guided  its  development  and  will  govern  its  implementation. 

A.  The  Commission  is  committed  to  an  enforcement  plan  that  encompasses  a 
three-pronged  approach  to  eliminate  discrimination  in  the  workplace:  (1)  prevention  through 
education  and  outreach;  (2)  the  voluntary  resolution  of  disputes;  and  (3)  where  voluntary 
resolution  fails,  strong  and  fair  enforcement. 

First,  the  Commission  recognizes  that  achieving  its  fundamental  mission  --  the 
eradication  of  employment  discrimination  -  requires  not  only  enforcement  of  the  law,  but 
also  prevention  of  the  problem  through  public  outreach  and  education.   Therefore,  within 
current  resource  limitations,  the  National  Enforcement  Plan  encourages  that  public  education, 
outreach,  and  technical  assistance  be  conducted  at  both  the  national  and  local  level  to  support 
and  enhance  the  enforcement  activities  directed  by  the  NEP. 

Second,  the  Commission  is  committed  to  the  voluntary  resolution  of  disputes  where 
appropriate  and  feasible.  The  Commission  recognizes  that  negotiated  agreements  that  resolve 
claims  of  discrimination  can  directly  advance  the  Commission's  enforcement  objectives,  in 
addition  to  benefitting  the  parties  to  a  particular  dispute.  The  Commission  believes  that  the 
use  of  Alternative  Dispute  Resolution  (ADR)  significantly  furthers  the  Commission's  mission 
as  a  law  enforcement  agency.  Accordingly,  the  Commission  strongly  encourages  its  use  as 
an  integral  part  of  our  enforcement  process. 

Finally,  the  Commission  is  fully  committed  to  firm  and  fair  enforcement,  including 
litigation,  where  voluntary  efforts  to  achieve  compliance  fail.   The  Commission  recognizes 
that  an  effective  litigation  program  is  critical  to  the  furtherance  of  the  Commission's 
enforcement  agenda  by  enjoining  current  violations,  deterring  future  violations,  and  providing 
remedies  to  victims  of  employment  discrimination. 

B.  The  Commission  recognizes  that  given  budget  constraints  under  which  if 
operates,  it  cannot  be  all  things  to  all  of  its  various  constituencies.    Moreover,  the 
Commission  must  be  candid  with  the  public  regarding  the  decisions  that  it  makes.    The 
adoption  of  this  National  Enforcement  Plan  and  the  subsequent  adoption  of  Local 
Enforcement  Plans  will  take  critically  important  steps  in  this  direction. 

C.  The  combination  of  limited  resources  and  increasing  demands  on  the 
Commission  requires  a  carefully  prioritized  and  coordinated  enforcement  strategy. 
Strategic  enforcement  will  assure  the  most  effective  use  of  the  Commission's  resources  by 
assuring  that  available  funds  are  devoted  to  efforts  which  have  the  potential  to  yield  the 
greatest  dividends  in  achieving  equal  employment  opportunity.    As  part  of  this  strategic 
enforcement  strategy,  the  Commission  is  committed  to  the  strategic  and  proactive  use  of  its 
limited  enforcement  resources  through,  among  other  things,  systemic  investigations  and 
litigation. 
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D.  The  Enforcement  Plan  must  assure  fair,  aggressive  and  credible 
enforcement  of  all  of  the  statutes  enforced  by  the  Commission  regardless  of  the  basis 
of  discrimination  or  the  issue. 

E.  Determination  of  whether  a  case  should  be  pursued  under  the  National 
Enforcement  Plan  will  be  based  both  on  the  issue  raised  and  an  assessment  that  the  strength 
of  the  case  supports  the  decision  to  proceed. 

F.  The  Commission's  enforcement  activities  will  not  be  limited  exclusively  to  the 
enumerated  priority  areas.    With  regard  to  charge  processing,  the  Commission  will  issue 
cause  findings  in  all  cases  in  which  it  determines  that  it  is  more  likely  than 

not  that  discrimination  has  occurred  and  will  proceed  to  conciliation  in  such  cases.    With 
regard  to  litigation,  the  Commission  may  pursue  certain  cases  in  which  it  has  found  cause, 
even  though  those  cases  do  not  fall  clearly  within  an  enumerated  enforcement  priority.    At 
the  same  time,  the  Commission  will  not  pursue  litigation  on  every  charge  which  falls  within 
the  NEP  or  LEPs.    The  Commission  recognizes  that  it  will  be  required  to  forgo  litigating 
some  good  cases  in  order  to  devote  adequate  resources  to  other  cases.    At  every  stage  of  the 
process,  the  Commission  will  assess  the  available  facts  to  determine  whether  the  strength  of 
the  case  and  the  nature  of  the  issue  supports  the  decision  to  proceed. 

G.  Enforcement  efforts  must  be  directed  to  the  resolution  of  the  Commission's 
pending  inventory,  in  addition  to  the  approximately  100,000  new  cases  which  are  projected 
to  be  filed  over  the  next  year.    The  Commission's  recently  implemented  charge  prioritization 
policies  have  already  significantly  reduced  the  Commission's  current  inventory,  and  it  is 
anticipated  that  this  trend  will  continue  barring  unforeseen  circumstances.    Both  the  National 
and  Local  Enforcement  Plans  must  provide  immediate  strategies  for  continuing  to  reduce  the 
existing  inventory  of  cases.    Such  strategies  should  not  ignore  each  office's  need  also  to 
provide  the  resources  necessary  to  support  priority  cases  and  address  new  filings.    The 
backlog  of  cases  is  unfair  to  charging  parties  and  respondents  alike,  diminishes  EEOC's 
credibility  as  a  law  enforcement  agency,  and  consumes  valuable  resources. 

While  the  charge  prioritization  policies  reflected  in  the  NEP  will  permit  the 
Commission  to  dedicate  significant  resources  towards  the  Commission's  goal  of  achieving  a 
manageable  inventory,  the  Commission  recognizes  that  without  a  significant  increase  in 
resources,  this  goal  will  remain  elusive. 


III.      Enforcement  Priorities 

Based  on  the  above  principles,  the  Commission  has  identified  three  major 
categories  of  priorities,  which  include  a  series  of  subcategories,  that  will  provide  the 
foundation  of  the  National  Enforcement  Plan.    These  priority  categories  will  apply,  as 
appropriate,  to  investigation,  conciliation,  and  litigation,  including  both  trial  and  appellate 
practice,  as  well  as  the  EEOC's  amicus  curiae  and  intervention  representation. 

The  Commission  sets  forth  the  following  areas  as  priorities  under  the  National 
Enforcement  Plan.  These  priorities  will  apply  to  each  of  the  statutes  enforced  by  the 
Commission  and  to  all  persons  protected  by  these  statutes. 

A.        Cases  involving  violations  of  established  anti-discrimination  principles, 
whether  on  an  individual  or  systemic  basis,  including  Commissioner  charge  cases  raising 
issues  under  the  NEP,  which  by  their  nature  could  have  a  potential  significant  impact  beyond 
the  parties  to  the  particular  dispute. 

1 .  Cases  involving  repeated  and/or  egregious  discrimination,  including 
harassment,  or  facially  discriminatory  policies. 

2.  Challenges  to  broad-based  employment  practices  affecting  many  employees  or 
applicants  for  employment,  such  as  c««*s  alleging  patterns  of  discrimination  in  hiring. 
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lay-offs,  job  mobility,  including  "glass-ceiling"  cases,  and/or  pay,  including  claims 
under  the  Equal  Pay  Act. 

B.  Cases  having  the  potential  of  promoting  the  development  of  law  supporting  the 
antidiscrimination  purposes  of  the  statutes  enforced  by  the  Commission. 

1 .  Claims  presenting  unresolved  issues  of  statutory  interpretation  under  one  or 
more  of  the  statutes  enforced  by  the  Commission,  as  follows: 

a.  Claims  presenting  unresolved  questions  regarding  the  allocation  of 
burdens  in  disparate  treatment  cases  as  set  forth  in  St.  Mary's  Honor  Center  v. 
Hicks. 

b.  Claims  presenting  questions  regarding  the  scope  of  liability  under  the 
statutes  enforced  by  the  Commission,  including  issues  of  employer  liability  in 
harassment  cases  and  individual  liability. 

c.  Claims  of  national  origin  discrimination  involving  language  issues, 
including  accent  discrimination  and  restrictive  language  policies  or  practices. 

d.  Claims  clarifying  the  Title  VII  duty  to  reasonably  accommodate 
religious  practices. 

e.  Claims  raising  unresolved  questions  under  the  Americans  with 
Disabilities  Act  regarding  the  meaning  of  "reasonable  accommodation"  and  the 
term  "qualified  individual  with  a  disability,"  as  well  as  the  defenses  of  "undue 
hardship"  and  "direct  threat." 

f.  Claims  presenting  questions  regarding  the  interpretation  of  the 
prohibition  of  disparate  impact  discrimination  under  the  Civil  Rights  Act  of 
1991,  the  Age  Discrimination  in  Employment  Act,  and  the  Americans  With 
Disabilities  Act. 

g.  Claims  based  on  the  intersection  of  two  or  more  prohibited  bases  of 
discrimination  (e.g.,  discrimination  against  women  of  color,  older  women,  or 
minority  persons  with  disabilities). 

h.         Claims  addressing  the  legality  of  agreements  that  mandate  binding 
arbitration  of  employment  discrimination  disputes  imposed  as  a  condition  of 
initial  or  continued  employment. 

i.  Claims  presenting  unresolved  issues  regarding  the  provision  of 

employee  benefits,  including  claims  arising  under  Title  I  of  the  Older  Workers 
Benefits  Protection  Act,  and  the  Americans  With  Disabilities  Act. 

j.         Claims  of  comparable  significance  identified  and  approved  in  the  Local 
Enforcement  Plans. 

2.  Cases  involving  legal  issues  where  there  is  a  conflict  in  the  federal  circuit 
courts  on  a  Plan  priority  or  in  which  the  Commission  is  seeking  Supreme  Court 
resolution  of  such  issue. 

C.  Cases  involving  the  integrity  or  effectiveness  of  the  Commission's  enforcement 
process,  particularly  the  investigation  and  conciliation  of  charges. 

1 .         Cases  involving  allegations  of  retaliation  against  persons  for  participating  in 
Commission  proceedings  or  opposing  unlawful  employment  discrimination, 
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particularly  cases  where  the  scope  of  the  statutory  protection  against  retaliation  is  at 
issue. 

2.  Cases  presenting  challenges  to  Commission  policy  declarations,  such  as 
guidelines,  regulations  or  policy  guidance. 

3.  Cases  protecting  Commission  access  to  information,  including  subpoena 
enforcement  proceedings  and  proceedings  to  preserve  or  prevent  the  loss  or 
destruction  of  evidence,  except  as  set  forth  in  paragraph  5  below. 

4.  Cases  involving  allegations  of  a  material  breach  of  an  agreement  to  which  the 
Commission  was  a  party  settling  an  earlier  proceeding. 

5.  Cases  involving  alleged  violations  of  the  Commission's  recordkeeping  and 
reporting  requirements  where  there  is  reason  to  believe  that  there  may  be  another 
violation  of  statutes  enforced  by  the  Commission. 

With  the  adoption  of  these  priorities,  and  pursuant  to  a  Motion  unanimously  adopted 
by  the  Commission  on  April  19,  1995,  the  Commission  hereby  withdraws  all  Priority  Issues 
Lists  that  have  previously  set  out  priority  issues  for  Commission  consideration. 

IV,       Local  Enforcement  Plans 

Each  District  Director  and  Regional  Attorney  shall  develop  a  Local  Enforcement  Plan 
(LEP)  and  a  supporting  document  detailing  its  plan  to  implement  the  LEP.    These  documents 
shall  be  submitted  concurrently  to  the  Commission,  the  General  Counsel  and  Director  of  the 
Office  of  Program  Operations,  no  later  than  forty-five  (45)  days  from  the  date  of  the 
adoption  of  the  National  Enforcement  Plan.    In  turn,  the  General  Counsel  and  Director  of 
Office  of  Program  Operations  shall  review  the  LEPs  and  submit  their  recommendations  to 
the  Chairman  no  later  than  twenty-one  (21)  days  from  the  date  that  the  LEPs  are  submitted 
by  the  District  Offices.    The  Commissioners  may  also  submit  their  comments  to  the 
Chairman  on  the  LEPs  and  the  implementation  documents,  as  well  as  on  the 
recommendations  submitted  by  OGC  and  OPO,  no  later  than  thirty-five  (35)  days  from  the 
date  that  the  LEPs  are  submitted  by  the  District  Offices.    Then,  the  Chairman  shall  have 
thirty  (30)  days  to  determine  whether  to  approve  the  LEPs.    LEPs  are  to  be  consistent  with 
the  National  Enforcement  Plan,  but  their  specific  goals  and  objectives  should  be  tailored  to   . 
reflect  legal  and  factual  issues  specific  to  the  communities  served  by  each  office,  as  well  as 
each  office's  resources.    In  particular,  LEPs  shall  include  the  following  critical  components: 

A.  An  evaluation  and  strategy  to  address  the  provision  of  Commission  services  to 
underserved  populations  and  geographic  regions,  as  well  as  employment  practices  of 
particular  importance  in  the  region  served  by  each  district  office. 

B.  A  description  and  identification  of  the  local  issues  which  are  on  the  NEP. 

C.  A  description  of  each  office's  plan  to  resolve  the  pending  cases  in  the  office's 
inventory,  including  the  long-term  plans  of  the  district  office  to  use  ADR  techniques  as  part 
of  its  charge  processing  activities. 

D.  In  addition,  each  district  office  shall  develop  an  implementation  document 
supporting  the  LEP.    This  document  shall  describe  the  district  office's  strategy  for  utilizing 
its  resources  and  give  Headquarters  information  critical  for  planning,  staffing,  and  the 
allocation  of  resources  in  the  field.   This  document  shall: 

1 .  Prioritize  and  justify  the  issues  identified  in  the  LEPs  as  to  severity  and  need 
for  local  impact,  taking  into  account  industries,  constituencies,  and  geographic  areas 
involved; 
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2.  Identify  pending  charges/suits  or  proposed  charges/suits  which  fall  within  the 
local  priority  list  and  indicating  those  which  would  have  the  greatest  impact; 

3.  Identify  which  of  those  current  charges/suits  can  be  pursued  with  available 
resources,  as  well  as  those  others  that  could  be  pursued  if  additional  resources  were 
available;  and 

4.  Describe  how  the  plan  results  will  be  achieved,  including  time  lines.    Given 
that  disclosure  of  the  implementation  documents  would  seriously  circumvent  the 
Commission's  pending  and  proposed  enforcement  efforts,  each  implementation 
document  will  be  treated  by  the  Commission  as  confidential. 


V.        Delegation  of  Authority  to  General  Counsel 

The  Commission,  by  resolution  of  April  19,  1995.  delegated  litigation  authority 
in  certain  cases  to  the  General  Counsel  until  such  time  as  the  Commission  adopts  the 
National  Enforcement  Plan.   With  the  goals  of  increasing  strategic  enforcement  for  the 
General  Counsel  and  field  attorneys,  freeing  the  Commission  to  focus  on  policy  issues,  and 
increasing  the  efficiency  and  effectiveness  of  our  litigation  program,  the  Commission  now 
provides  such  delegation  as  follows: 

First,  the  Commission  delegates  to  the  General  Counsel  the  decision  to  commence  or 
intervene  in  litigation  in  all  cases  except  the  following: 

A.  Cases  involving  a  major  expenditure  of  resources,  e.g.  cases  involving 
extensive  discovery  or  numerous  expert  witnesses  and  many  pattern-or-practice  or 
Commissioner's  charge  cases; 

B.  Cases  which  present  issues  in  a  developing  area  of  law  where  the  Commission 
has  not  adopted  a  position  through  regulation,  policy  guidance,  Commission  decision,  or 
compliance  manuals; 

C.  Cases  which,  because  of  their  likelihood  for  public  controversy  or  otherwise, 
the  General  Counsel  reasonably  believes  to  be  appropriate  for  submission  for  Commission 
consideration;  and 

D.  All  recommendations  in  favor  of  Commission  participation  as  amicus 
curiae  which  shall  continue  to  be  submitted  to  the  Commission  for  review  and  approval. 

Second,  the  Commission  ratifies  its  decision  to  give  the  General  Counsel  the  authority 
to  redelegate  to  regional  attorneys  the  authority  to  commence  litigation.   The  Commission 
encourages  such  redelegation  of  litigation  authority  as  appropriate. 

Finally,  the  Commission  restates  and  ratifies  its  April  19,  1995  delegation 
to  the  General  Counsel  of  the  authority  to  refer  public  sector  Title  VII  and  ADA  cases  which 
fail  conciliation  to  the  Department  of  Justice,  as  well  as  the  authority  to  redelegate  this 
authority  to  Regional  Attorneys.    Regional  Attorneys  are  encouraged  to  consult  informally 
with  designated  "point  of  contact"  attorneys  at  the  Department  of  Justice  regarding  significant 
legal  issues  that  arise  in  processing  state  and  local  government  charges  that  appear  to  have 
litigation  potential. 

The  General  Counsel  will  report  to  the  Commission  quarterly  on  each  new  case  filed 
pursuant  to  the  delegated  authority  procedure  set  out  above.   The  report  will  briefly  describe 
the  issue,  basis,  and  scope  of  the  case,  and  indicate  whether  authority  to  file  it  had  been 
delegated  to  the  Regional  Attorney  by  the  General  Counsel.    The  General  Counsel's  report 
shall  include  an  assessment  of  how  the  delegation  authority  has  been  exercised  and  whether 
the  Commission's  stated  goals  have  been  better  achieved  as  a  result  of  the  delegation.    Such 
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reports  shall  be  presented  for  discussion  at  the  first  regularly  scheduled  Commission  meeting 
after  the  Report  is  prepared.    The  General  Counsel  will  establish  procedures  for  monitoring 
the  performance  of  Regional  Attorneys  and  will  report  to  the  Commission  on  such 
effectiveness  once  each  year. 


VI.       Settlement  and  Alternative  Dispute  Resolution 

The  Commission's  Policy  Statement  on  Alternative  Dispute  Resolution  (ADR), 
adopted  on  July  17,  1995,  as  well  as  the  Commission's  policy  regarding  settlements 
adopted  on  April  19,  1995,  will  apply  to  the  implementation  of  the  National  and  Local 
Enforcement  Plans. 

In  the  ADR  Policy  Statement,  the  Commission  confirmed  its  strong  commitment  to 
using  voluntary  alternative  methods  for  resolving  disputes  in  all  of  its  activities,  including  all 
aspects  of  the  enforcement  process,  where  appropriate  and  feasible.    ADR  is  fully  consistent 
with  EEOC's  mission  as  a  law  enforcement  agency  and  is  squarely  grounded  in  the  statutes 
enforced  by  the  Commission.    Used  properly  and  in  appropriate  circumstances,  ADR  can 
provide  less  expensive,  less  contentious,  and  faster  results  in  eliminating  workplace 
discrimination. 

ADR  must  be  viewed  as  an  integral  component  of  its  comprehensive  enforcement 
program.    ADR  will  complement  current  charge  processing  systems  by  facilitating  early 
resolution  of  disputes  where  agreement  is  possible,  thereby  freeing  up  resources  for 
identifying,  investigating,  settling,  conciliating  or  litigating  other  matters.    Improvements  in 
the  Commission's  enforcement  efforts  should  enhance  the  Commission's  credibility  as  a  law 
enforcement  agency. 

The  Commission  recognizes  that  negotiated  agreements  that  resolve  claims  of 
discrimination  can  benefit  the  parties  to  a  dispute  as  well  as  directly  advance  the 
Commission's  enforcement  objectives.    While  encouraging  the  use  of  ADR,  the  Commission 
recognizes  that  it  must  remain  vigilant  in  assuring  that  ADR,  as  used  by  the  Commission, 
does  not  conflict  with  or  undermine  our  enforcement  objectives. 

Within  these  limitations,  and  in  conjunction  with  ADR  programs  which  it  may  itself 
implement,  the  Commission  reemphasizes  the  important  role  of  settlement  and  conciliation  as 
an  integral  component  of  its  comprehensive  enforcement  program. 


VII.     Enforcement  Partnership  With  State  and  Local  Fair  Employment  Agencies 

On  May  22,  1995,  the  Commission  resolved  to  establish  a  new  partnership  with  the 
state  and  local  fair  employment  practices  agencies  (FEPAs),  recognizing  our  common 
mission  to  eliminate  and  prevent  employment  discrimination  and  to  provide  timely  and 
effective  redress  for  individuals  who  have  been  discriminated  against.    The  Commission 
adopted  the  EEOC/FEPA  Task  Force's  recommendation  that  the  Chairman  should  take 
actions  to  forge  this  partnership  by  eliminating  duplication  of  effort  that  might  exist  with 
respect  to  the  processing  of  the  charges.    As  part  of  this  process,  the  Chairman  requested  the 
Director  of  OPO  to  consult  with  field  offices  and  FEPAs  to  explore  the  feasibility  of  joint 
investigative  and  enforcement  activities. 

The  FEPA's  enforcement  efforts  must  be  viewed  as  an  integral  component  of  the 
Commission's  enforcement  efforts.    To  enhance  the  roles  of  the  FEPAs  in  the  Commission's 
enforcement  efforts,  the  Chairman  suggested  that  the  Director  of  OPO,  in  consultation  with 
the  FEPAs,  review  and  discuss  the  recommendations  of  the  Task  Forces  on  Charge 
Processing  and  Alternative  Dispute  Resolution,  exploring  ways  in  which  the  principles  and 
recommendations,  particularly  those  concerning  priority  charge  handling  and  the 
measurement  of  results,  may  be  used  to  further  our  joint  mission  of  eradicating  and 
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preventing  discrimination.    Therefore,  the  District  Offices  are  encouraged  to  solicit 
suggestions  from  the  FEPAs  in  developing  and  implementing  their  LEPs  in  an  effort  to 
minimize  the  duplication  of  efforts. 


VII.    Implementation 

While  this  plan  does  not,  and  is  not  intended  to,  define  the  operational  implementation 
of  the  enforcement  priorities,  the  following  considerations  should  guide  implementation  steps: 

A.  The  top  priority  for  charge  processing  (Category  A),  includes  Enforcement 
Plan  cases  and,  within  resource  constraints,  other  cases  in  which  it  appears  more  likely  than 
not  that  discrimination  has  occurred. 

B.  A  determination  that  a  charge  falls  within  the  Enforcement  Plan  requires  a 
determination  that  the  issue  raised  is  an  Enforcement  Plan  priority  as  well  as  an 
assessment  that  the  strength  and  potential  impact  of  the  case  supports  the  decision  to  proceed. 

C.  Although  it  will  be  possible  to  categorize  some  charges  as  Enforcement  Plan 
cases  immediately  upon  receipt  of  the  charge,  the  categorization  of  other  cases  will  require 
further  evaluation  and  investigation.   The  Commission  is  committed  to  devoting  the 
appropriate  level  of  resources  to  the  evaluation  and  investigation  of  all  cases  potentially 
falling  within  the  priorities  enumerated  in  the  NEP  or  Local  Enforcement  Plans. 
Nonetheless,  district  offices  should  endeavor  to  identify  Enforcement  Plan  cases  at  the 
earliest  possible  time  following  receipt  of  charge. 

D.  Offices  should  develop  procedures  to  assure  routine  and  effective  consultation 
between  legal  and  investigative  personnel  in  all  phases  of  the  identification  and  development 
of  Enforcement  Plan  cases. 

E.  Cases  falling  under  the  enumerated  priorities  in  the  NEP  and/or  Local 
Enforcement  Plans  should  be  accorded  priority  in  investigation  with  respect  to  speed,  depth, 
and  other  measures  of  dedication  of  resources  in  order  to  assure  that  the  investigation  will 
support  a  subsequent  and  timely  enforcement  action  if  appropriate. 

F.  The  Commission  recognizes  that  some  cases  that  fall  within  the  enumerated 
priorities  will  require  a  commitment  of  substantial  resources  from  the  district  office  and  may 
diminish  that  office's  ability  to  pursue  other  cases  in  litigation. 

G.  In  addition  to  charges  filed  by  individuals,  Commissioner's  charges  under  Title 
VII  and  the  ADA  and  directed  investigations  under  the  ADEA  and  EPA  provide  important 
enforcement  tools  under  the  Enforcement  Plans. 

H.        All  district  offices  with  responsibilities  under  the  Enforcement  Plans  should 
conduct  outreach  and  educational  activities  and  obtain  on  a  regular  basis  input  from 
stakeholders  and  interested  groups  on  the  effectiveness  of  the  implementation  of  the  National 
and  Local  Enforcement  Plans.   These  offices  should  also  conduct  regular  assessments  of  the 
communities  they  serve  to  identify  any  special  needs  or  employment  discrimination  issues 
that  may  otherwise  not  be  addressed. 

I.         The  Commission  recognizes  that  it  may  not  be  able  to  litigate  every  case  that 
fails  conciliation,  including  cases  which  fall  within  the  National  and  Local  Enforcement 
Plans.   Thus,  the  Commission  encourages  the  General  Counsel,  District  Directors,  and 
Regional  Attorneys  to  work  closely  with  the  private  bar,  which  continues  to  play  a  critical 
role  in  civil  rights  enforcement. 

J.  All  components  of  all  offices  in  headquarters  and  the  field  will  work  together 

cooperatively  to  efficiently  and  effectively  accomplish  the  mission  of  the  agency. 
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IX. 

The  General  Counsel  and  the  Director  of  the  Office  of  Program  Operations  shall 
report  quarterly  to  the  Commission  on  the  effectiveness  of  their  efforts  under  the 
Enforcement  Plans.    These  reports  will  include  recommendations  for  amendments  to  the 
National  Plan  or  Local  Plans  where  appropriate  for  the  Commission's  consideration  and,  with 
respect  to  the  General  Counsel,  the  matters  set  forth  in  Section  V,  pages  8-9. 

QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

CHARGE  PRIORITIZATION 

Question.  Provide  to  the  Committee  a  description  on  how  the 
EEOC  prioritizes  handling  of  complaints  received  in  order  to  make 
the  best  possible  use  of  the  resources  provided. 

Answer.   The  agency's  prioritization  procedures  prescribe  that 
charges  be  classified  into  one  of  three  categories  (described 
below) .   Field  Offices  also  may  utilize  subcategories  based  upon 
local  priorities  and  resources  that  fall  within  these  three  broad 
categories,  as  long  as  the  essential  priority  handling  scheme  is 
preserved . 

Category  A   -    This  category  includes  charges  where  the  evidence 
at  hand  will  probably  result  in  a  finding  of  reasonable  cause  --a 
violation  of  one  or  more  of  the  laws  EEOC  enforces.   Charges 
falling  in  this  category  are  given  the  highest  priority  for  full 
investigation  and  resolution.   This  category  of  charges  also 
represents  the  potential  litigation  pool,  drawing  upon  those 
charges  that  cannot  be  conciliated  in  the  administrative  process. 

Category  B   -  This  category  includes  those  charges  requiring 
additional  investigation  in  order  to  determine  their  merit.   Many 
charges  initially  appear  to  have  some  merit  but  require  additional 
evidence  to  determine  whether  continued  investigation  is  likely  to 
result  in  a  finding  of  reasonable  cause.   In  many  other  charges,  it 
is  simply  not  possible  to  make  a  judgement  regarding  the  merit  -- 
and  thus  the  priority  of  the  charge  --  until  some  evidence  has  been 
obtained.   The  majority  of  pending  charges  fall  into  this  category. 

As  charges  in  this  category  are  further  developed,  they  are 
then  reclassified  as  Category  A  charges  and  given  top  priority,  or 
are  dismissed  if  the  evidence  fails  to  show  a  violation.   Within 
this  category,  however,  charges  may  also  be  resolved  early  on, 
through  such  means  as  negotiated  settlements  or  alternative  dispute 
resolution  mechanisms  that  the  agency  is  currently  in  the  process 
of  establishing. 

Category  C   -      Charges  classified  into  this  category  are 
suitable  for  dismissal,  requiring  no  further  investigation.   These 
charges  include  nonjurisdictional  charges  and  those  failing  to 
state  a  claim;  charges  unsupported  by  any  direct  or  circumstantial 
evidence  of  discrimination;  self-defeating  charges;  and  charges 
where  the  allegations  are  not  credible. 

Through  the  use  of  this  prioritization  system,  the  agency  is 
able  to  direct  its  resources  more  strategically,  to  give  the 
greatest  priority  and  attention  to  those  charges  having  merit  and 
to  dismiss  those  without  merit  as  early  as  possible  in  the 
investigative  process. 

Question.   Your  budget  justifications  state  an  individual 
investigator  handles  an  average  of  135  cases  compared  to  55  cases  5 
years  ago.   Given  that  workload,  how  much  flexibility  do  your 
investigators  have  to  determine  how  much  time  is  allocated  to  each 
case? 

Answer.   EEOC  field  offices  are  currently  experimenting  with  a 
variety  of  approaches  to  caseload  management.   For  example,  some 
offices  have  assigned  investigators  to  special  teams  that  work  on  a 
discreet  category  of  charges  --  either  category  A,  B  or  C .   Other 
offices  have  combined  units,  where,  for  example,  some  investigators 
work  only  on  C  charges  while  others  work  on  a  mixed  group  of  A  and 
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B  category  charges.   Most  field  offices  plan  to  rotate  staff 
periodically. 

Although  the  national  average  caseload  is  135  cases  per 
investigator,  individual  caseloads  vary  depending  on  the  type  of 
charges  assigned  to  each  investigator.   For  example,  those  assigned 
to  work  on  category  A  charges  requiring  extensive  investigation 
usually  have  smaller  caseloads  than  those  working  on  category  C 
charges  ready  for  dismissal. 

The  decision-making  process  for  charge  prioritization  is  done 
at  the  front -end  as  much  as  possible,  often  at  the  charge  receipt 
stage.   Of  course,  investigators  and  their  supervisors  must  make 
priority  decisions  throughout  the  process,  as  category  B  charges 
are  further  developed. 

INFORMATION  SYSTEMS  AND  WORKLOAD 

Question.   Do  you  expect  the  information  system  upgrade 
contained  in  your  request  to  reduce  the  EEOC ' s  backlog  of  cases? 

Answer.   The  agency's  Information  Resources  Integration  and 
Modernization  Program  (IRIMP)  involves  several  initiatives  which 
will  result  in  the  deployment  of  EEOC's  integrated  information 
systems.   The  IRIMP  includes  efforts  to  replace  obsolete  equipment 
used  by  EEOC  staff  and  to  install  and  upgrade  local  area  networks 
at  headquarters  and  in  each  field  office.   The  IRIMP  also  includes 
a  plan  to  connect  all  offices  through  an  enterprise  wide  area 
network.   The  agency  is  confident  that  these  enhancements  in 
desktop  computing  capabilities  and  the  increased  data  connectivity 
will  improve  the  processes  of  researching,  investigating, 
developing,  and  coordinating  charge  caseloads.         EEOC's 
integrated  information  systems  will  provide  new  capabilities  and 
improve  the  productivity  of  the  agency's  workforce  and  quality  of 
its  work  products.   The  integration  of  office  automation 
applications  with  the  information  systems  will  reduce  the  time  and 
effort  needed  to  prepare  documents  and  correspondence.   In 
addition,  the  ability  to  more  efficiently  filter  and  extract  data 
into  spreadsheets  and  other  analytical  tools  will  reduce  the  time 
needed  to  analyze  and  study  case  trends.   The  integrated 
information  systems  also  include  a  briefbank   which  will  allow 
employees  to  efficiently  share  work  products  and  thereby  reduce 
document  preparation  time. 

Although  the  agency's  backlog  is  directly  related  to  the 
filing  of  new  charges,  its  staffing  level,  and  other  resources,  we 
are  confident  the  technology  upgrade  will  provide  the  Agency  an 
opportunity  to  effectively  address  its  current  workload  and  more 
efficiently  implement  future  changes  in  work  processes. 

EEOC  PRIORITIES 

Question.   Your  FY97  request  is  a  $35,000,000  increase  over 
the  FY96  enacted  funding  level  for  EEOC.   How  would  you  prioritize 
the  specific  funding  increases  contained  in  your  request? 

Answer.   The  table  that  follows  prioritizes  the  specific 
funding  increases  that  EEOC  has  requested  for  fiscal  year  1997. 
EEOC  is  labor-intensive.   Thus,  to  effectively  manage  its  workload, 
the  Commission  requires  sufficient  staff,  well-trained  and  properly 
equipped  to  accomplish  the  task.   Therefore,  funding  increases  for 
staff,  information  resource  management,  and  training  are  of  the 
highest  priority. 

Next,  EEOC  requests  support  for  mediation -based  Alternative 
Dispute  Resolution  --a  critical  component  of  the  agency's  new 
charge  handling  procedures  and  overall  enforcement  strategy. 

Support  for  EEOC's  litigation  programs  --on  behalf  of 
individuals,  as  well  as  class  and  pattern  and  practice  (systemic) 
cases  --is  followed  by  requested  increases  for  prevention  of 
discrimination  through  education,  outreach  and  technical 
assistance. 
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Additionally,  EEOC  is  requesting  increased  support  for  its 
collaborative  enforcement  relationship  with  state  and  local  fair 
employment  practices  agencies. 

Finally,  EEOC ' s  FY97  request  includes  increases  to  absorb  the 
increased  cost  of  rent  and  other  fixed  costs. 


FY  1997  REQUEST 

DETAILED  ANALYSIS  OF  CHANGE 

(Funds  tai  Thousands  of  Dollan) 

FY  1996 

ESTIMATED 

LEVEL 

FY  1997 
REQUESTED 
INCREASE 

FY  1997 

ESTIMATED 

LEVEL 

FTE 

2,813 

209 

3.022 

COMPENSATION  AND  BENEFITS: 

1.  FY  IW>  Annual. /at inn 

2.  FY  1997  Compensation 
and  Benefit  Increases 

3.  Position  Utilization 
Increase 

162.791 

5.526 
3.749 
9.151 

181,217 

Information  Resource  Management 

954 

9.046 

10.000 

Trainmg 

400 

2,100 

2,500 

Alternative  Dispute  Resolution 

212 

1,100 

1.312 

Litigation  Support 

1,765 

1.000 

2,765 

Systemic  Support 

74 

1.300 

1,374 

Education,  Outreach,  and  Technical  Assistance 

430 

213 

643 

State  and  Local 

26,500 

1.000 

27,500 

Other  Operating  Costs 

17.184 

652 

17,836 

Standard  Level  User  Charges  (SLUq 

22,690 

163 

22,853 

TOTAL 

233,000 

35,000 

268,000 

Question.   Please  prioritize  the  staffing  increases  contained 
in  your  budget  request. 

Answer.   EEOC ' s  request  for  staff  increases  are  prioritized  in 
the  table  below: 


ADDITIONAL  FTE  REQUESTED  FOR  FY  1997 
BY  PROGRAM 

Litigation  Support 

25 

Private  Sector  Program  (Investigations) 

148 

Federal  Sector  Program: 
Appeals 

Hearings 

14 
22 

TOTAL 

209  1 

FEDERAL  TRADE  COMMISSION 
PREPARED  STATEMENT  OF  ROBERT  PITOFSKY,  CHAIRMAN 


Mr.  Chairman  and  members  of  the  Subcommittee,  I  am  pleased 
to  provide  to  you  this  testimony  in  support  of  the  fiscal  year 
1997  budget  request  of  the  Federal  Trade  Commission.   Having 
become  Chairman  of  the  Commission  on  April  11,  1995,  I  have  not 
previously  had  the  opportunity  to  present  the  Commission's 
programs  and  resource  requirements  to  the  Subcommittee.   My  job 
at  the  Commission  has  been  made  easier  because  of  the  outstanding 
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work  of  the  Commission  under  the  leadership  of  my  predecessor, 
Janet  Steiger.   I  would  also  like  to  personally  thank  you,  Mr. 
Chairman,  and  all  the  members  of  the  Subcommittee  for  your  strong 
and  continued  commitment  to  a  healthy  economy  through  antitrust 
and  consumer  protection  efforts. 

Congress  has  charged  the  Commission  with  protecting  the 
American  public  from  "unfair  methods  of  competition"  and  "unfair 
or  deceptive  acts  or  practices"  in  the  marketplace.   The 
Commission  implements  a  core  function  of  government:  to  ensure 
that  free  markets  work-that  competition  among  producers  and 
accurate  information  in  the  hands  of  consumers  generate  the  best 
products  at  the  lowest  prices,  spur  efficiency  and  innovation, 
strengthen  the  economy,  and  produces  benefits  for  consumers. 
With  the  resources  requested,  the  Federal  Trade  Commission  (FTC) 
will  meet  its  critical  responsibilities  described  in  the 
President's  Budget  submission,  and  supported  by  the  Commission's 
Rudqet  Justification. 

Fiscal  Year  1997  Resource  Request 

For  fiscal  year  1997,  the  Commission  seeks  $104,462,000  and 
979  full-time  equivalent  (FTE)  employees.   Of  the  amount 
requested,  some  $58,905,000,  is  funded  by  the  Hart-Scott-Rodino 
(HSR)  filing  fee,  an  offsetting  collection.   The  fiscal  year  1997 
increase  in  fee-based  spending  authority  from  $48,262,000  to 
$58,905,000  reflects  a  high  projected  number  of  filings,  not  an 
increase  in  the  fee  amount.   Since  fiscal  year  1990,  when  the  HSR 
filing  fee  was  started,  the  Commission  has  gone  from  20  to  67 
percent  self -funding.   Data  for  fiscal  year  1995  and  the  first 
half  of  fiscal  year  1996  indicate  that  the  total  number  of 
filings  would  support  this  higher  level  of  fee  reliance.   In 
addition  to  this  reliance  on  new  fee  collections,  the  request 
anticipates  $10,643,000  in  carryover  from  fees  collected  in 
fiscal  year  1996  in  excess  of  $48,262,000  and  which  first  become 
available  for  obligation  in  fiscal  year  1997.   Finally,  the    -  : 
request  includes  $34,914,000  in  direct  appropriations.   This  is  a 
current  services  budget  with  the  authorized  FTE  level  remaining 
at  its  fiscal  year  1996  level  of  979,  about  half  the  Commission's 
strength  in  1980.  In  fiscal  year  1997,  the  Maintaining 
Competition  Mission  is  requesting  $50.2  million  and  470  FTE  and 
the  Consumer  Protection  Mission  is  requesting  $54.2  million  and 
509  FTE. 

The  Commission  continues  to  support  the  Administration's 
proposed  appropriation  language,  which  continues  the  prohibition 
on  spending  authorized  funds  to  implement  certain  provisions  of 
the  Federal  Deposit  Insurance  Corporation  Improvement  Act 
(FDICIA)  of  1991.   FDICIA  gives  the  Commission  substantial 
responsibilities  over  certain  depository  institutions  and  their 
insurers.   Because  of  specific  jurisdictional  exceptions  in 
Section  5  of  the  FTC  Act  (Section  5) ,  the  FTC  has  no  experience 
in  regulation  or  enforcement  concerning  depository  institutions. 
It  could  not  perform  these  responsibilities  without  hiring  or 
contracting  for  a  substantial  number  of  specialized  personnel. 
The  Commission  continues  to  believe  that  this  is  in  direct 
conflict  with  current  Administration  and  Congressional  goals  of 
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decreasing  agency  overlap,  and  that  its  responsibilities  under 
the  FDICIA  would  be  more  appropriately  assigned  to  federal 
regulatory  agencies  with  jurisdiction  over  financial 
institutions.   To  date,  no  resolution  has  been  reached  on 
enforcement  responsibilities  under  FDICIA.   The  Commission, 
therefore,  believes  that  a  continued  ban  on  the  FTC's  spending  of 
authorized  funds  to  implement  §  151  of  FDICIA  is  appropriate. 

The  Commission  has  been  reexamining  its  mission,  including: 
addressing  the  mission  based  on  "customer"  input;  asking  whether 
the  mission  could  be  accomplished  as  well  or  better  without 
federal  involvement;  and  looking  for  ways  to  cut  costs  or  improve 
performance  through  competition  and  to  cut  red  tape.   Beginning 
in  fiscal  year  1996,  the  Commission  committed  itself  to  an 
extensive  review  of  fundamental  issues  relating  to  antitrust, 
competition  and  consumer  protection  in  light  of  increased  global 
competition  as  well  as  the  changing  nature  of  competition  in 
"high  tech"  industries.   One  critical  goal  is  to  ensure  that  the 
Commission,  today  and  in  the  future,  carries  out  its  mandates  as 
effectively  and  efficiently  as  possible.   In  fiscal  year  1997, 
the  Commission  will  review  selected  federal  antitrust, 
competition  and  consumer  protection  policies  in  this  light.   We 
will  keep  the  Subcommittee  fully  apprised  of  any  findings  as  we 
continue  in  these  efforts. 

Federal,  State  and  Local  Cooperation 

Protecting  against  unfair  methods  of  competition  or  unfair 
acts  or  practices  in  interstate  commerce  is  a  federal,  rather 
than  state  or  private,  responsibility,  calling  for  national 
jurisdiction  and  policies.   The  FTC's  missions  are  properly 
undertaken  by  a  federal  agency  to  assure  that  businesses  are  not 
subject  to  conflicting  requirements  in  these  areas-   National 
advertising,  for  example,  should  be  held  to  a  uniform,  consistent 
standard  of  what  is  unfair  or  deceptive,  and  federal  antitrust 
enforcement  is  also  appropriate  to  ensure  application  of 
consistent  standards  throughout  the  country.   In  addition,  a 
national  enforcement  authority  is  needed  to  deal  effectively  with 
fraud  artists  who  routinely  try  to  escape  local  jurisdictions  by 
moving  their  operations  across  state  and,  increasingly,  national 
boundaries. 

Despite  their  national  nature,  the  Commission's  law 
enforcement  responsibilities  are  enhanced  by  cooperative  efforts 
with  state  and  local  officials,  and  such  efforts  now  characterize 
nearly  every  facet  of  the  Commission's  work.   Specifically, 
information-sharing  in  law  enforcement,  joint  investigations,  and 
joint  training  occur  on  an  ongoing  basis. 

To  achieve  the  greatest  impact  with  the  fewest  dollars  in 
both  the  Maintaining  Competition  and  Consumer  Protection 
Missions,  the  Commission's  staff   have  actively  worked  with  the 
states. 

Meroer  enforcement.   State  attorneys  general  and  FTC  staff  have 
coordinated  their  efforts  in  numerous  investigations;  in  October 
1995,  the  FTC  adopted  a  revised  policy  for  information-sharing  in 
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merger  investigations  to  permit  FTC  staff  and  the  states  to  work 
even  more  closely  on  such  matters. 

Non-meraer  matters.   FTC  staff  and  state  authorities  have  worked 
together  on  a  variety  of  matters  involving  resale  price 
maintenance,  boycotts,  and  price  fixing.   The  staffs  have  shared 
data  and  analyses,  coordinated  the  relief  sought,  and  referred 
matters  outright  to  each  other  where  appropriate. 

Technical  assistance,  training,  and  coordination  in  competition 
matters.   The  FTC  often  is  asked  for  and  provides  assistance  to 
states  either  by  assisting  in  specific  antitrust  cases  or  working 
together  on  training  programs  for  state  enforcement  personnel . 
Along  with  the  National  Association  of  Attorneys  General  (NAAG) 
and  the  Department  of  Justice,  the  FTC  participated  in  a  series 
of  four  regional  conferences  with  state  attorneys  general  to 
address  issues  of  common  concern,  such  as  health  care  and 
telecommunications . 

Coordination  of  Federal.  State  and  Local  Resources.   Coordination 
has  been  particularly  critical  in  the  fight  against  telemarketing 
fraud.   With  NAAG  and  the  National  Consumers  League,  the  FTC  set 
up  a  computer  database  of  telemarketing  complaints  and 
investigations  that  is  used  by  federal,  state,  and  local  law 
enforcers.   In  addition,  the  FTC  held  fifteen  regional 
Telemarketing  and  Health  Care  Fraud  Conferences  to  share 
information  and  expertise  with  state  and  local  law  enforcement 
officials.   Most  Regional  Offices  also  are  members  of  ongoing 
task  forces  or  state  and  local  working  groups  that  deal  with 
telemarketing  fraud  and/or  other  consumer  protection  issues. 

The  FTC  recently  promulgated  a  rule  addressing  telemarketing 
fraud.   The  new  Telemarketing  Sales  Rule,  which  became  effective 
December  31,  1995,  is  enforceable  by  the  Commission  and  by  state 
law  enforcement  officials.   The  FTC  held  six  training  workshops 
for  state  agencies  on  the  new  rule  in  major  cities  across  the 
country. 

Working  closely  with  the  states  and  other  federal  agencies, 
the  Commission  has  focused  its  efforts  on  high  visibility 
enforcement  efforts  that  are  likely  to  have  the  greatest 
deterrent  effect  on  wrongdoers  and  will  serve  to  inform  the 
public  about  widespread  problems  such  as  telemarketing  fraud. 
Recent  joint  efforts,  described  in  the  Consumer  Protection 
section,   have  included:   Project  Telesweep  (July  1995) ;  Project 
Roadblock  (January  1996) ;  Operation  Senior  Sentinel  (December 
1995) ;  and  the  Chattanooga  Telemarketing  Fraud  Project  (began 
February  1995) . 

The  Commission  has  also  worked  closely  with  the  states  in 
areas  other  than  telemarketing  fraud.   The  Commission  coordinated 
enforcement  efforts  involving  credit  repair  schemes,  diet  pills 
and  other  weight-loss  products,  and  deceptive  health  claims  for 
various  other  products.   The  Task  Force  of  State  Attorneys 
General  (AGs)  on  Environmental  Claims  is  participating  in  the 
three -year  review  of  the  FTC's  Environmental  Marketing  Guides. 
Six  states  have  already  adopted  the  Guides  as  law.   The 
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Commission  has  recently  conducted  joint  sweeps  with  the  states  to 
enforce  the  Funeral  and  Franchise  Rules.   The  Commission 
coordinated  with  state  officials  in  its  survey  of  gasoline 
distributors  to  determine  compliance  with  the  Fuel  Rating  Rule 
and  focused  on  states  with  no  octane-testing  program.   Commission 
staff  and  the  NAAG  Telecommunications  Subcommittee  met  with 
industry  members  to  address  the  problem  of  abuse  of  international 
phone  lines  by  certain  information  providers.   In  addition,  the 
Commission  has  participated  in  many  joint  training  efforts  and 
consumer  education  projects  with  state  agencies. 

Although  private  actions  may  be  brought  to  enforce  the 
Sherman  and  Clayton  Acts,  Congress  has  not  authorized  private 
actions  to  enforce  the  FTC  Act.   Private  consumer  protection  or 
competition  actions,  therefore,  are  not  an  alternative  to  FTC 
enforcement . 

Maintaining  Competition 

The  Maintaining  Competition  Mission  protects  consumers  from 
anticompetitive-mergers  and  other  business  practices  that 
interfere  with  the  workings  of  free  markets  and  it  is  the  free 
market  that  brings  the  best  products  to  consumers  at  the  lowest 
prices  and  spurs  efficiency,  investment,  and  innovation.   For 
fiscal  year  1997,  under  the  Maintaining  Competition  Mission  the 
Commission  seeks  a  total  of  470  FTE  and  $50,243,000,  for  an 
increase  of  $1,710,000  over  fiscal  year  1996.   In  performing  this 
mission,  the  Commission  faces  a  number  of  challenges  that  are 
placing  unusual  demands  on  its  resources. 

The  Commission  and  the  Antitrust  Division  of  the  Department 
of  Justice  have  differences  and  similarities  that  justify 
maintaining  both  as  protectors  of  the  competitive  process.   The 
two  agencies  do  not  duplicate  each  other's  enforcement  work.   To 
ensure  that  there  is  no  duplication  of  efforts,  the  agencies 
follow  established  clearance  procedures,  designed  to  avoid  the 
investigation  or  prosecution  of  the  same  violations.   In 
addition,  the  agencies  apply  the  same  analytical  standards,  as 
reflected  in  the  increasing  practice  of  issuing  joint  guidelines', 
such  as  those  issued  in  recent  years  on  horizontal  mergers, 
health  care,  international  antitrust,  and  intellectual  property 
issues . 

Under  the  Maintaining  Competition  Mission,  the  Commission 
has  sought  to  eliminate  unnecessary  business  burdens  by  exempting 
certain  mergers  and  acquisitions  from  the  HSR  requirements  for 
premerger  notification  and  filing  fees.   As  a  result,  the  number 
of  required  filings  could  decline  by  as  much  as  seven  percent  per 
year.   In  addition,  some  automatic  "prior  approval"  requirements 
in  merger  consent  orders  have  been  eliminated. 

Preserving  Competition  Amid  One  pf  the  Largest  Merger  Waves  in 
History.   The  United  States  is  undergoing  a  merger  wave  of  nearly 
unprecedented  proportions,  with  over  2,800  merger  filings  in 
fiscal  year  1995  alone.   Mergers  generally  play  an  important  role 
facilitating  the  efficient  allocation  of  resources.   Some 
mergers,  however,  may  lessen  competition  and  thereby  deprive 
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consumers  of  the  lower  prices,  higher  quality,  and/or  faster 
innovation  that  would  otherwise  prevail.   The  FTC's  merger 
enforcement  program  applies  the  best  tools  of  investigative  fact- 
finding and  economic  and  legal  analysis  to  separate  a  merger's 
likely  beneficial  effects  from  its  likely  harmful  effects.   The 
vast  majority  of  mergers  receive  a  quick  scrutiny  that  reveals 
that  no  further  inquiry  is  needed. 

In  the  past  year  alone,  the  FTC  took  action  in  a  wide  range 
of  industries-including  health,  defense,  consumer  wire  fund 
transfers,  computer  software,  natural  gas  transportation,  cable 
television  systems,  chemicals,  supermarkets,  and  funeral  homes-to 
ensure  that  merger  transactions  would  benefit  rather  than  harm 
consumers.   Actions  taken  included: 

Hoechst/Marion   Merrell    Dow   -  the  FTC's  consent  order  allowed  the 
merger  of  two  large  drug  companies  and  the  realization  of  many 
procompetitive  efficiencies,  but  required  divestitures  to  prevent 
a  loss  of  competition  in  four  drugs,  including  treatments  for 
tuberculosis  and  ulcerative  colitis.   In  the  largest  market  alone 
(once-a-day  diltiazem  for  angina  and  hypertension  sufferers) , 
consumers  may  save  up  to  $30  million  per  year,  based  on  the 
number  of  patients  who  use  the  competing  drug  and  the  expected 
savings  per  patient. 

Ques tar/Kern  River   -    the  Commission  voted  to  authorize  its  staff- 
to  seek  a  preliminary  injunction  that  would  have  prevented 
Questar  from  reestablishing  a  monopoly  over  the  transmission  of 
natural  gas  to  customers  in  the  Salt  Lake  City  area  through  a 
proposed  50  percent  acquisition  of  its  only  competitor.   The 
parties  abandoned  the  transaction  prior  to  the  court's  ruling  on 
the  Commission's  preliminary  injunction  request. 

Service  Corporation   International    -  the  FTC  obtained  a  consent 
order  against  the  largest  owner  of  funeral  homes  in  North 
America,  allowing  most  of  a  proposed  acquisition  to  proceed  but 
required  divestitures  to  preserve  competition  in  seven  localized 
markets  where  competition  would  have  been  injured. 

First  Data/First   Financial    -    the  FTC  acted  to  prevent  a  monopoly 
in  the  consumer  money  wire  transfer  business  by  requiring  a 
divestiture.   Absent  competition,  Western  Union  had  been  able  to 
impose  5-8  percent  annual  price  increases;  the  addition  of  a 
competitor  to  the  market  in  1989  had  prevented  such  increases. 
The  merger  threatened  to  restore  the   monopoly.   The  FTC's  order 
preventing  the  return  to  monopoly  potentially  saves  consumers  up 
to  $30  million  per  year. 

Preserving  Competition  in  Health  Care.   In  rapidly  evolving 
markets  such  as  health  care,  the  demands  upon  the  Commission  can 
be  especially  great,  both  because  of  the  pace  of  merger  and 
acquisition  activity  and  because  efforts  to  cut  costs  and 
increase  efficiency  can  be  unsettling  to  those  already  in  the 
market,  who  may  resist  such  change  in  anticompetitive  ways. 
Among  the  more  noteworthy  Commission  activities  in  fiscal  years 
1995  and  1996  to  date  are: 
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Upjohn   Co. /Pharmacia   Akt.    -  a  consent  order  allowed  the 
potentially  beneficial  parts  of  this  $13.9  billion  merger  to 
proceed,  but  required  divestitures  to  maintain  competition  in  the 
market  for  new  drugs  for  the  treatment  of  colorectal  cancer. 

Boston  Scientific/CVIS  and  SciMed   -  a  consent  order  maintained 
competition  in  the  market  for  intravascular  ultrasound  catheters. 
The  potential  savings  to  consumers  may  amount  to  $15  million/year 
by  the  year  2000,  based  on  the  amount  prices  fell  the  last  time  a 
competing  product  entered  this  market. 

Johnson   &  Johnson/Cordis   Corp.    -  a  consent  order  permitted  most 
of  this  $1.8  billion  acquisition  to  go  forward,  but  required  a 
divestiture  to  maintain  competition  in  the  market  for  cranial 
shunts  used  in  treatment  of  hydrocephalus,  a  potentially  fatal 
condition  affecting  infants  and  children. 

RxCare   -    a  proposed  consent  order  would  eliminate  contractual 
provisions  that  were  used  by  pharmacists  in  control  of 
Tennessee's  dominant  prescription  drug  provider  network  to  keep 
prescription  prices  higher  in  Tennessee  than  in  other  states. 
Removal  of  these  contractual  provisions  will  allow  market  forces 
to  bring  down  prices  to  Tennessee  consumers. 

Defense  and  High  Technology;  Preserving  Competition  To  Promote 
Innovation  and  Save  Tax  Dollars  in  Cutting-Edge  Industries.   In 
Lockheed/Martin  Marietta,    an  FTC  consent  order  preserved 
competition  in  the  supply  of  military  aircraft,  military 
satellites,  and  satellite  launch  vehicles;  that  competition 
directly  benefitted  the  U.S.  taxpayers  in  a  subsequent  $22 
billion  Department  of  Defense  procurement  for  a  space-based  early 
warning  system.   Other  Commission  actions  included: 

All iant /Hercules    -    an  FTC  consent  order  remedied  concerns  that 
Alliant  would  be  the  only  U.S.  supplier  of  propellant  for  large- 
caliber  ammunition  and  that  the  acquisition  could  reduce  weapons 
research,  innovation,  and  quality. 

Dell    Computers  Corp.    -  the  FTC's  proposed  consent  order  would 
remedy  the  anticompetitive  effects  of  Dell's  after-the-fact 
assertion  of  patent  rights  needed  to  implement  an  industry 
standard  for  a  significant  component  of  personal  computers. 

Antitrust  Guidelines   for   the  Licensing  of  Intellectual    Property   - 
jointly  issued  by  Commission  and  the  Antitrust  Division  of  the 
Department  of  Justice,  the  Intellectual  Property  Guidelines 
promote  innovation  and  procompetitive  transactions  by  removing 
unnecessary  fear  of  antitrust  challenge. 

Consumer  Protection 

Under  its  Consumer  Protection  Mission,  the  Commission 
pursues  illegal  practices  that  are,  or  could  become,  widespread 
and  that  involve  a  risk  of  significant  personal  or  economic  harm 
to  consumers.   One  major  focus  of  the  Mission  involves  practices 
that  create  risks  to  consumers'  health  and  safety,  for  example, 
unsubstantiated  claims  for  weight  loss  products  and  services, 
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health  related  claims  in  advertising  for  food  and  dietary 
supplements;  deceptive  claims  involving  safety  devices  and  high 
risk  products  such  as  tobacco  and  alcohol;  false  claims  regarding 
compliance  with  safety  standards;  and  fraudulent  claims  for 
medical  treatments.   Another  major  focus  involves  illegal 
practices  that  are  likely  to  create  significant  economic  losses 
to  individual  consumers,  including  investment  frauds,  deceptive 
marketing  of  business  opportunities  and  franchises,  and  unlawful 
credit  practices  with  respect  to  major  purchases  such  as  homes 
and  automobiles.   The  Commission  also  pursues  areas  of  strong 
national  interest,  such  as  lending  discrimination  under  the  Equal 
Credit  Opportunity  Act,  where  the  focus  is  on  discriminatory 
practices  involving  home  mortgages,  automobile  financing,  and 
secured  loans. 

Recent  areas  of  focus  for  the  Mission  involve  newly  emerging 
practices  in  the  marketplace  that  potentially  pose  risks  of 
injury  to  consumers,  including  the  dramatic  expansion  of  leasing, 
as  opposed  to  financing,  in  the  automobile  market,  and  the 
emergence  of  new  health  care  delivery  systems  and  medical 
treatments.   The  Mission  also  includes  the  active  pursuit  of 
illegal  practices  involving  newer  forms  of  marketing,  such  as 
infomercials,  home  shopping  channels,  and  advertising  and 
marketing  on  the  Internet  and  online  services.    In  addition,  the 
Commission  is  reviewing  the  advertising  of  high  technology 
products,  such  as  computer  hardware  and  software,  which 
traditionally  have  been  marketed  to  groups  with  technical 
expertise,  but  now  are  reaching  more  consumers. 

The  Consumer  Protection  Mission  includes  five  law 
enforcement  programs:  Advertising  Practices;  Service  Industry 
Practices;  Marketing  Practices;  Credit  Practices;  and 
Enforcement.   These  are  supported  by  the  Economic  and  Consumer 
Policy  Analysis  program  and  the  Office  of  Consumer  and  Business 
Education.   The  resources  requested  for  the  Consumer  Protection 
Mission  will  be  used  to  implement  mission-wide  strategic  plans, 
including:  (1)  protecting  consumers  from  fraud,  deception,  and 
unfair  practices  in  three  priority  areas  --  health,  safety,  and 
financial  well-being;  (2)  identifying  the  impact  on  consumers  of 
globalization  and  new  technologies  to  build  institutional 
expertise  in  these  areas,  and  to  adapt  consumer  protection 
principles  to  correct  practices  that  harm  consumers  and  undermine 
these  new  markets;  and  (3)  assuring  the  Mission  is  operating 
efficiently  and  utilizing  creative  approaches  that  effectively 
protect  consumers,  but  do  not  unduly  burden  business.   As  part -of 
implementing  these  plans,  the  Mission  is  committed  to  educating 
consumers  and  businesses  about  their  rights  and  responsibilities 
under  Commission  rules  and  regulations. 

For  fiscal  year  1997,  under  the  Consumer  Protection  Mission, 
the  Commission  seeks  a  total  of  509  FTE  and  $54,219,100,  for  an 
increase  of  $1,843,000  over  fiscal  year  1996.   Given  the  vast 
amount  of  commerce  within  the  scope  of  our  jurisdiction,  the 
amount  requested  to  combat  unfair  or  deceptive  acts  or  practices 
will  require  that  the  Commission  continue  to  be  an  effective, 
low-cost  law  enforcement  agency.   Our  recent  significant 
accomplishments  show  just  how  effective  we  have  been. 
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Regulatory  Reform.   In  its  effort  to  eliminate  unnecessary 
burdens  from  the  past,  the  Commission  repealed  25  percent  of  its 
Trade  Regulation  Rules,  many  of  which  had  become  outdated.   The 
Commission  also  repealed  25  percent  of  old  Consumer  Protection 
Guides,  as  well  as  several  policy  statements.   A  review  of  20 
additional  Trade  Regulation  Rules  and  Guides  is  underway  to 
determine  whether  they  need  to  be  revamped  or  repealed. 

Telemarketing  Fraud,   Telemarketing  fraud  costs  consumers  up  to 
$40  billion  a  year.   The  Commission  has  made  this  vast  problem 
one  of  its  highest  priorities.   For  example,  a  Commission-led 
multi -agency  "sweep"  of  telemarketed  business  opportunity  fraud 
estimated  to  cost  consumers  over  $100  million  a  year  resulted  in 
100  court  actions  (Project  Telesweep) .   Another  major  crackdown 
aimed  at  telemarketers  who  peddle  fraudulent  high-tech 
investments  which  cost  consumers  over  $250  million,  culminated  in 
85  actions  brought  by  the  Commission  and  20  state  securities 
regulators  (Project  Roadblock) .   A  third  successful  effort  saw 
the  Commission  join  with  the  FBI  in  an  enormous  effort  that 
closed  down  sweepstakes,  recovery  room,  and  similar  frauds  that 
target  older  Americans  (Operation  Senior  Sentinel) .   FTC 
attorneys,  working  as  Special  Assistant  U.S.  Attorneys, 
spearheaded  a  joint  federal -state  task  force  that  led  to 
restitution  orders  of  more  than  $2.7  million  and  sentences 
against  individual  fraudulent  telemarketers  totaling  531  months 
(Chattanooga  Telemarketing  Fraud  Project) .   To  help  collect 
refunds  owed  to  consumers  by  fraudulent  telemarketers  and  others, 
the  Commission  became  the  first  federal  agency  to  refer 
uncollected  debt  to  the  U.S.  Treasury's  Debt  Management  Services 
Division. 

The  Commission's  Telemarketing  Sales  Rule  became  effective 
on  December  31,  1995,  providing  a  new  tool  for  dealing  with 
Telemarketing  fraud.   The  Rule  covers  most  types  of  telemarketing 
calls  to  consumers,  including  calls  to  pitch  goods,  services, 
sweepstakes,  and  prize-promotion  and  investment  opportunities. 
It  allows  consumers  to  choose  whether  telemarketers  can  continue 
to  call  them,  and  gives  them  information  that  is  helpful  in 
deciding  whether  an  offer  is  legitimate.   The  Rule  is  enforceable 
by  the  FTC  and  the  fifty  state  attorneys  general,  for  the  first 
time  giving  the  AGs  authority  to  go  into  federal  courts  and 
obtain  nationwide  orders  against  fraudulent  telemarketers. 

The  Commission  and  the  National  Association  of  Attorneys 
General  co-sponsored  15  regional  conferences  last  year,  which 
were  attended  by  more  than  1,000  federal,  state,  and  local  law 
enforcement  officials.   The  conferences  have  led  to  many  joint 
investigations,  enforcement  actions,  and  consumer  education 
projects . 

Health  Carp..      The  Commission  has  made  consumer  health  and  safety 
another  of  its  priorities.   For  example,  two  of  the  nation's 
largest  manufacturers  of  hearing  aids  paid  a  total  of  over  $3.5 
million  in  civil  penalties  to  settle  charges  they  violated 
previous  FTC  orders  involving  false  and  unsubstantiated 
performance  claims  for  several  of  their  products  (Dahlberg,  Inc., 
Beltone  Electronics  Corp.).   The  Commission  obtained  agreements 
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with  three  of  the  nation's  leading  food  companies  to  stop  false 
and  misleading  low-calorie  and  low-fat  food  claims  (Eskimo  Pie 
Corp.,  The  Dannon  Company,  Mrs.  Fields  Cookies). 

A  company  charged  with  making  deceptive  weight-loss,  body- 
building, and  disease-treatment  claims  for  26  nutrient 
supplements  agreed  to  stop  the  practice  and  pay  $250,000  in 
consumer  redress  (Nature's  Bounty).   The  Commission  also  obtained 
an  agreement  with  a  major  marketer  of  indoor  exercise  equipment 
alleged  to  have  made  unsubstantiated  weight  loss  and  maintenance 
claims  in  advertising  its  cross  country  ski  exercise  machine 
(NordicTrack,  Inc.).   In  addition,  a  cigarette  company  agreed  to 
stop  misusing  the  Commission's  tar  and  nicotine  ratings  to 
represent  that  consumers  would  get  less  tar  in  smoking  their 
advertised  low-tar  brand  cigarette  (American  Tobacco) . 

In  a  case  that  is  still  in  litigation,  the  Commission  issued 
an  administrative  complaint  against  a  home  shopping  network  for  ■ 
making  unsubstantiated  claims  for  a  stop-smoking  spray  and  three 
vitamin  sprays  in  television  ads  reaching  60  million  households 
(Home  Shopping  Network) . 

Economic  Injury.   The  Commission  also  focuses  its  enforcement 
efforts  on  unfair  and  deceptive  practices  that  are  widespread  and 
have  the  potential  for  causing  significant  economic  injury  to 
consumers.   For  example,  in  its  first  action  enforcing  the  FTC 
900  Number  Rule,  the  Commission  obtained  an  agreement  with  a 
company  charged  with  illegally  using  800  telephone  numbers  for 
pay-per-call  services  and  then  billing  customers  for  the  calls. 
The  company  agreed  to  pay  $2  million  in  consumer  redress  and  $500 
thousand  in  civil  penalties  and  set  up  a  free  800-number  for 
customers  to  use  to  claim  their  refunds  (American  TelNet,  Inc.). 
The  Commission  obtained  an  agreement  with  one  of  the  largest 
credit  bureaus  in  the  nation,  settling  charges  of  violations  of 
the  Fair  Credit  Reporting  Act  by  failing  to  assure  the  accuracy 
of  credit  reports  and  for  improperly  distributing  credit  reports 

(Equifax  Credit  Information  Services,  Inc.).   One  of  the  nation's 
largest  debt  collection  agencies  agreed  to  pay  a  $500,000  civil 
penalty  to  settle  charges  it  used  abusive  practices  and  false 
threats  in  violation  of  the  Fair  Debt  Collection  Practices  Act 

(Payco  American  Corp.) .   A  second  company  charged  with  deliberate 
violations  of  the  same  Act  was  ordered  by  a  federal  district 
court  to  pay  a  $500,000  civil  penalty  (National  Financial 
Services) . 

The  Commission  charged  a  nationally  known  company  with 
violating  a  previous  FTC  order  by  making  false  and 
unsubstantiated  claims  for  its  motor  oil  additives.   The  company 
agreed  to  pay  an  $888,000  civil  penalty,  one  of  the  largest 
consumer  protection  penalties  ever  obtained  (STP  Corporation) .   A 
leading  gasoline  company  agreed  to  stop  making  unsubstantiated 
claims  that  its  gasoline  delivers  superior  engine  performance  and 
environmental  benefits  (Amoco  Oil  Company) .   Consumers  misled  by 
promotions  for  toys  will  receive  refunds  as  a  result  of  an 
agreement  obtained  by  the  Commission;  a  toy  manufacturer  and  its 
advertising  agency  were  charged  with  misrepresenting  the 
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performance  of  a  number  of  toys  in  both  television  ads  and 
package  labels  (Azrak-Hamway) . 

Cooperative  Efforts.      To  achieve  the  greatest  impact,  the 
Commission  has  joined  forces  with  many  other  groups  to  combat 
fraud  and  deception.   Efforts  previously  described  such  as  the  * 
enforcement  sweeps,  regional  conferences  on  fraud,  and  the  debt 
collection  efforts  with  Treasury  are  examples  of  cooperative 
efforts  that  have  achieved  results  that  one  agency  alone  could 
not  have  achieved.   In  addition  to  these  efforts,  the  Commission 
worked  closely  with  Medical  Information  Bureau  (MIB) ,  which 
reached  a  voluntary  agreement  to  notify  consumers  when  a  consumer 
credit  report  plays  any  part  in  an  insurance  company's  decision 
to  deny  coverage  or  charge  a  higher  rate.   This  agreement  is 
particularly  significant  because  MIB  member  companies  account  for 
99  percent  of  the  individual  life  insurance  policies  and  80 
percent  of  all  health  and  disability  policies  issued  in  the  U.S. 
and  Canada . 

The  Commission  announced  its  support  of  a  new  funeral 
industry  program  to  institute  the  Commission's  first  industry- 
monitored  rule  enforcement  program.   Under  the  Funeral  Rule 
Offenders  Program,  the  Commission  permits  some  alleged  Funeral 
Rule  violators  to  make  a  voluntary  payment  to  the  U.S.  Treasury 
in  lieu  of  civil  penalty  proceedings.   Violators  also  undergo 
training  and  compliance  review  by  the  industry's  trade 
association. 

Through  informal  public  workshops  that  bring  together 
industry  representatives,  consumer  groups,  government  agencies, 
academics,  and  other  members  of  the  public,  the  Commission  has 
opened  a  dialogue  with  the  public  on  a  number  of  initiatives. 
For  example,  public  workshops  are  held  to  help  develop  new  rules, 
such  as  the  Telemarketing  Sales  Rule;  to  review  existing  rules  or 
guides,  such  as  the  Franchise  Rule  and  the  Environmental 
Marketing  Guides;  and  to  examine  complex  policy  issues,  such  as 
the  "Made  in  the  USA"  legal  standard. 

As  part  of  its  recent  hearings  on  globalization  and 
innovation,  the  Commission  held  four  days  of  hearings  on  consumer 
protection  in  the  emerging  high-tech  global  marketplace.   More 
than  80  business  and  consumer  group  representatives  testified,  as 
did  many  state  enforcement  officials,  academic  researchers,  and 
other  members  of  the  legal  and  economic  community.   The  hearings 
were  well -received  and  successful  in  opening  an  important 
dialogue  on  the  complex  consumer  protection  issues  that  are  on 
the  horizon. 

Many  cooperative  efforts  that  have  significant  impact  stem 
from  joint  consumer  and  business  education  projects.   For      -  - 
example,  with  the  National  Association  of  Attorneys  General,  the 
Commission  produced  "The  Real  Deal,"  a  heralded  activity  book  to 
educate  pre-teens  on  how  to  be  savvy  consumers.   More  than 
130,000  copies  of  this  activity  book  were  distributed  nationwide. 
The  Partnership  for  Consumer  Education  is  a  group  of  nearly  50 
businesses  and  associations,  including  direct  marketers, 
advertising  agencies,  telephone  companies,  consumer  groups,  and 
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government  agencies,  working  with  the  Commission  in  a  major 
effort  to  combat  telemarketing  fraud.   The  FTC's  ConsumerLine  on 
the  Internet  allows  the  public  to  access  all  of  the  Commission's 
business  and  educational  publications,  as  well  as  the  opportunity 
to  ask  questions  about  a  hot  topic  through  a  program  called 
Consumer  Faqs .   ConsumerLine  has  received  over  100,000  "hits" 
since  its  inception  one  year  ago. 

Technical  Assistance  Agreement 

Under  our  reimbursable  agreement  with  the  Agency  for 
International  Development  (AID) ,  the  Commission  continues  to 
provide  technical  assistance  to  foreign  governments  in 
restructuring  their  economies.   The  assistance,  which  is  funded 
by  AID,  enables  the  Commission  to  provide  advice  on  the  policies, 
laws,  and  regulations  relating  to  the  development  of  a 
competitive  market  environment,  and  on  "how-to"  aspects  of  case 
development  and  presentation.   The  Commission  currently  has 
agreements  with  AID  for  Central  and  Eastern  Europe,  the  former 
Soviet  Union,  and  Venezuela. 

Management  Initiatives 

During  fiscal  year  1997,  the  Commission  will  continue 
planned  integration  of  budget,  financial  and  program  information 
systems  as  clients  of  the  Department  of  the  Interior's  Denver 
Administrative  Service  Center  (ASC) .   To  this  end,  in  the  first 
quarter  of  fiscal  year  1996,  the  Commission  converted  its  payroll 
and  personnel  system  activities  to  the  ASC,  where  we  were  also 
receiving  accounting  system  payments  services.   This  franchising 
arrangement  and  other  changes  have  led  to  faster,  more  accurate 
financial  information  and  to  the  reallocation  of  15  FTE  to  the 
direct  Missions  for  their  priority  needs. 

The  fiscal  year  1997  request  proposes  to  maintain 
Commission-wide  information  systems  at  the  high  quality  made 
possible  by  Congressional  and  Executive  Branch  support  over  the  - 
past  several  years.   This  support  has  brought  the  Commission  to  a 
point  where  it  generally  has  an  excellent  information  systems 
infrastructure  in  place.   In  the  future,  investments  will  be 
required  for  support  and  maintenance;  for  expansion  and  further 
upgrading  of  capabilities  as  work  requirements  continue  to  grow 
and  as  technology  continues  its  rapid  rate  of  change  in  the 
marketplace;  and  for  continuation  of  the  Commission's  ongoing 
process  of  integrating  these  improved  information  systems  in  its 
basic  business  processes. 


I  appreciate  your  past  support  of  the  Federal  Trade 
Commission.   Our  ultimate  goal  is  to  support  competition  and  the 
economic  well  being  of  this  nation  through  effective  and 
resource-efficient  enforcement  programs. 
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QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

RELATIONSHIP  TO  OTHER  AGENCIES 

Question.  Please  describe  in  some  detail  the  working  relationship  between  the  Federal  Trade 
Commission  and  the  Antitrust  Division  at  the  Department  of  Justice,  including  which  functions 
performed  by  these  agencies  are  similar,  and  which  are  not. 

Answer.  The  enforcement  resources  of  the  two  agencies  are  devoted  to  separate  matters  even 
where  both  agencies  may  have  jurisdiction.  Shared  jurisdiction  does  not  result  in  simultaneous 
investigation  of  suspected  practices  or  parties  by  both  antitrust  agencies.  Effective  use  of  a 
liaison  agreement  between  the  two  agencies  since  1948  has  eliminated  such  overlap.  Through 
that  liaison  arrangement  the  two  agencies  decide,  before  an  investigation  is  undertaken,  which 
agency  will  handle  a  particular  matter,  generally  in  accordance  with  developed  staff  expertise  in  a 
particular  industry  at  one  or  the  other  agency,  or  in  relation  to  current  relative  workload.  In 
addition,  certain  functions,  such  as  the  administration  of  the  Hart-Scott-Rodino  premerger 
notification  program  that  the  Commission  fulfills  and  the  criminal  antitrust  prosecutions  that  are 
carried  out  by  the  Antitrust  Division,  are  assigned  exclusively  to  one  agency. 

The  present  system  serves  the  public  interest  in  a  number  of  ways.  First,  antitrust 
enforcement  spans  a  wide  spectrum  of  activities,  some  of  which  are  better  suited  to  an  expert, 
administrative  forum  and  others  of  which  are  better  suited  to  federal  court.  For  example, 
enforcement  of  the  criminal  laws  against  price  fixing,  bid  rigging,  and  market  division  are 
entrusted  solely  to  the  Department  of  Justice  to  prosecute  in  federal  court.  By  contrast,  cases 
involving  novel,  complex  practices  that  could  have  both  significant  anticompetitive  effects  and 
possible  procompetitive  benefits  are  often  better  suited  to  an  expert  body  whose  remedies  are 
prospective  only.  The  Commission's  specialized  forum  enables  it  to  focus  on  a  thorough 
examination  of  the  competitive  practices  in  question,  and  the  Commission  can  bring  more 
economic  expertise  to  bear  on  the  resolution  of  complex  competition  issues  than  is  typically 
available  to  a  federal  district  court  judge.  This  appears  to  have  been  part  of  Congress'  original 
conception  in  enacting,  in  Section  5  of  the  FTC  Act,  a  broad  prohibition  against  "unfair  methods 
of  competition"  but  entrusting  its  enforcement  only  to  an  expert  agency. 

Second,  part  of  the  original  rationale  for  creating  an  expert  agency  was  not  simply  to 
ensure  expert  adjudication  of  individual  cases,  but  also  to  assist  the  courts  in  developing  a  sound, 
coherent  body  of  case  law  through  application  of  its  expertise  and  experience  to  the  formulation 
of  general  principles. 

Third,  the  Commission,  as  an  independent,  bipartisan  agency  (currently  with  two 
Republicans,  two  Democrats,  and  an  independent  serving  as  Commissioners),  is  particularly  well 
suited  for  responding  to  Congressional  desires  for  informed,  expert,  and  fact-based  information 
on  which  to  base  competition  policy.    Conducting  investigations  and  studies  dealing  with  large 
policy  issues  has  been  a  significant  part  of  the  Commission's  role  over  the  years,  and  reflects  a 
mandate  in  its  1914  organic  act  to  investigate  and  make  recommendations  to  the  Congress 
concerning  the  need  for  new  legislation.1  For  example,  the  FTC's  review  of  securities  abuses  in 
the  late  1920's  helped  lead  to  enactment  of  the  1933  Securities  Act.  And  after  World  War  II,  the 
FTC's  examination  of  business  trends  led  Congress  to  impose  more  effective  limits  on  mergers. 

Just  this  past  winter,  the  Commission  convened  "extended  hearings  on  the  contemporary 
competitive  environment  and  the  role  antitrust  and  consumer  protection  enforcement  should  play. 


See  Hearings  on  the  Nomination  of  Robert  Pitofsky  to  be  Chairman  of  the  Federal  Trade  Commission,  Before 
the  Senate  Comm.  on  Commerce,  Science  and  Transportation,  104th  Cong.,  1st  Sess.,  Jan.  19,  1995  (testimony  of 
Robert  Pitofsky)  (hereinafter  cited  as  Pitofsky  Hearing),  at  Tr.  25  (on  the  relationship  between  the  Commission  and 
Congress:  "as  far  as  investigations  are  concerned  I  think  there  is  a  marvelous  history  of  the  FTC  serving  the 
purposes  of  Congress  when  Congress  wanted  a  particular  set  of  practices  or  a  particular  set  of  problems  to  be 
examined. ...  So.  I  think  as  an  arm  of  Congress  doing  investigations,  providing  reports,  doing  studies  and  so  forth, 
the  relationship  has  worked  very  well.") 
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These  hearings,  which  concluded  in  mid-December,  heard  more  than  140  witnesses  including  an 
impressive  list  of  leading  business  representatives,  economists,  practitioners  and  scholars,  all 
dealing  with  critical  issues  of  how  to  apply  antitrust  in  a  global,  innovation-based  economy.  The 
staff  report  resulting  from  those  hearings,  which  issued  just  this  week  to  widespread  praise, 
offered  numerous  recommendations  for  refinements  in  antitrust  policy,  including  more 
sympathetic  treatment  of  mergers  that  are  likely  to  increase  competition  by  cutting  costs  and 
making  firms  more  efficient. 

Consolidation  of  the  antitrust  functions  of  both  agencies  into  one  agency  also  would  not 
save  major  costs.  Most  of  the  enforcement  resources  would  simply  be  transferred  and 
consolidated  in  one  agency  rather  than  eliminated.  The  same  volume  of  enforcement  work  will 
still  be  there,  and  it  will  still  take  the  same  amount  of  direct  enforcement  resources. 

Eliminating  one  agency  without  an  equivalent  increase  in  budget  of  the  other  would  mean 
a  dramatic  decrease  in  enforcement.  But  antitrust  enforcement  results  in  major  savings  for 
American  consumers.  Two  FTC  merger  enforcement  actions  in  the  last  year  alone,  in  which  the 
circumstances  of  the  cases  made  savings  relatively  easy  to  estimate,  appear  likely  to  save 
consumers  up  to  $60  million  per  year,  a  figure  that  exceeds  the  FTC's  entire  current  antitrust 
budget.  And  the  fact  that  consumer  savings  are  more  difficult  to  estimate  for  most  of  our  cases 
emphatically  does  not  mean  that  they  are  not  real.  Indeed,  the  pursuit  of  the  interests  of 
consumers  is  a  central  guiding  principle  for  our  case  selection. 

The  current  system  requires  only  a  minimal  amount  of  resources  to  maintain  a  liaison 
arrangement  between  the  two  agencies  to  ensure  that  there  is  no  actual  duplication  of  effort. 

Question.  Please  describe  the  events  that  led  to  the  creation  of  two  different  agencies  handling 
antitrust  matters  for  the  federal  government.  In  what  way  does  the  fact  that  the  FTC  exists  as  an 
independent  agency  of  government  affect  the  way  in  which  the  FTC  handles  antitrust  cases? 
Answer.  The  Federal  Trade  Commission  was  established  in  1914.  There  was  a  consensus 
decision  to  create  the  FTC  because  all  sides  recognized  the  need  to  ensure  the  application  of 
antitrust  policy  in  an  evenhanded  and  politically  neutral  manner,  and  to  address  matters  with 
economic  expertise  and  administrative,  rather  than  judicial  enforcement.         , 

At  the  time,  Congress  was  concerned  that,  after  the  191 1  Standard  Oil  decision,  the 
courts  would  take  too  much  control  over  antitrust  policy  making.  Also,  the  then-Republican 
controlled  Congress  was  dissatisfied  with  Roosevelt's  use  of  antitrust  investigations  for  political 
purposes.  In  the  1912  election  campaign,  all  three  political  parties  called  for  an  independent 
administrative  commission  to  handle  antitrust  issues.  As  a  result  of  the  Congress  not  wanting  to 
leave  antitrust  matters  solely  to  the  Executive  Branch's  discretion  and  its  concern  about  political 
abuse  or  judicial  decisions,  and  losing  control  over  policy,  the  Commission's  mission  was  not  the 
same  as  the  Department  of  Justice.  In  addition  to  being  the  principal  enforcer  of  the  Clayton  Act, 
the  Commission  was  expected  to  develop  the  meaning  of  "unfair  methods  of  competition" 
through  administrative  enforcement. 

Under  a  liaison  agreement  established  in  1948,  the  FTC  and  the  Antitrust  Division  of  the 
Department  of  Justice  allocated  enforcement  work  between  the  two  agencies  to  prevent 
duplication  of  effort.  Recent  major  antitrust  legislation  supports  shared  jurisdiction.  For 
example,  the  1976  Hart-Scott-Rodino  Act  assigned  the  FTC  the  task  of  administering  the 
premerger  notification  program. 

Administrative  and  judicial  antitrust  responsibilities  have  coexisted  from  the  outset.  The 
Bureau  of  Corporations  (FTC's  predecessor)  and  the  Assistant  Attorney  General  for  Antitrust 
were  both  established  in  1903.  Antitrust  prosecutions  were  still  handled  by  the  US.  attorneys 
then;  the  Antitrust  Division  was  not  established  until  the  1930's. 

As  an  independent  agency,  the  Commission  plays  a  special  and  unique  role  in  shaping 
and  carrying  out  antitrust  enforcement  policy.  The  Commission  is  guided  by  both  congressional 
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intent  and  administration  policy,  as  well  as  case  precedent,  but  above  all,  by  the  public  interest. 
If  ever  there  is  tension  among  those  forces,  either  apparent  or  real,  the  Commission  can  play  a 
significant  role  in  several  ways: 

( 1 )  The  Commission  adds  another  informed  voice  to  the  enforcement  debate  and  the  shaping 
of  policy. 

(2)  Because  the  Commission,  by  design,  is  somewhat  closer  to  Congress  than  is  an  executive 
department,  the  Commission  can  play  a  significant  role  in  carrying  out  congressional 
intent;  enforcement  policy  will  not  be  dominated  by  one  branch  of  government.2 

(3)  The  Commission's  bipartisan  composition  and  structure  can  provide  a  measure  of 
continuity  and  stability  in  enforcement  policy  and  decisions. 

(4)  A  bipartisan  multi-member  agency  can  increase  the  public  trust  in  enforcement  decisions. 

As  Chairman  (then  Commissioner)  Robert  Pitofsky  has  noted, 

Congress  was  not  wrong  in  1914  in  thinking  that  antitrust 
enforcement  was  sufficiently  important  that  it  ought  not  to  be 
entrusted  exclusively  to  the  executive  branch  and  ought  not  to  be 
explored  exclusively  before  federal  judges.  The  Federal  Trade 
Commission,  as  an  independent  agency,  was  designed  to  be 
somewhat  closer  to  Congress,  and  available  to  conduct  its 
investigations  and  studies  even  though  they  may  run  counter  to 
administration  policy.1 

More  recently,  as  the  President's  nominee  for  the  Chairmanship  of  the  Commission, 
Chairman  Pitofsky  testified: 

It  is  an  unusual  situation  in  American  Government  to  have 
two  Agencies,  one  connected  with  the  Executive  Branch,  one  an 
independent  regulatory  Agency  with  the  same  jurisdiction.  And 
while  you  might  not  have  set  it  up  that  way  in  the  first  place,  the 
fact  of  the  matter  is  it  works  rather  well.  I  also  think  it  is 
consistent  with  the  American  political  system  of  checks  and 
balances. 

Antitrust  enforcement  [of]  competition  policy  is  extremely 
important,  and  the  notion  that  one  group  should  be  responsible  to 
the  Executive  Branch,  that  is  the  Antitrust  Division,  and  the  other 
group  is  more  sensitive  to  the  concerns  of  Congress  I  believe  is 
what  led  President  Wilson  in  1914  to  set  up  a  Federal  Trade 
Commission,  and  the  fact  is  it  has  worked  rather  well.4 

PRIORITIZATION 

Question.  Please  provide  to  the  Committee  a  description  of  how  the  Commission  prioritizes 
handling  of  cases  and  matters  within  its  jurisdiction  in  order  to  make  the  best  possible  use  of  the 
budgetary  resources  provided. 


1  Pitofsky  Hearing  at  Tr.  25. 


'Remarks  of  Chairman  (then  Commissioner)  Robert  Pitofsky  before  the  ABA  Section  of  Antitrust  Law,  Twenty- 
Eighth  Annual  Meeting.  August  1980,  49  Antitrust  LJ.  1489  (1980). 

'Pitofsky  Hearing  at  Tr.  23. 
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safety,  and  financial  well-being;  identifying  impacts  on  consumers  of  globalization  and  new 
technologies  building  institutional  expertise  in  these  areas,  and  adapting  consumer  protection 
principles  to  correct  practices  that  harm  consumers  and  undermine  these  new  markets;  assuring 
the  Mission  is  utilizing  creative  approaches  that  are  effective  in  protecting  consumers  and  not 
unduly  burdensome  for  businesses;  and  educating  consumers  and  businesses  about  their  rights 
and  responsibilities  under  the  FTC  Act  and  Commission  rules  and  regulations.  The  Mission 
evaluates  cases  and  matters  based  on  the  goals,  strategies,  and  program  initiatives  identified  in  its 
strategic  plan.  The  divisions  or  regional  offices  with  primary  and  secondary  responsibility  for 
implementing  program  initiatives  are  also  specified  in  the  plan. 

The  strategies  described  in  the  plan  are  aimed  at  using  the  resources  allocated  to  the 
Consumer  Protection  Mission  to  maximum  effect  to  protect  consumers.  These  strategies  have 
been  used  by  the  Mission  to  target  critical  issues  by  focusing  the  activities  of  the  Mission  on 
areas  of  greatest  significance  and  by  leveraging  resources  through  joint  initiatives  with  states, 
businesses,  and  public  groups.  In  addition,  priority  is  given  to  the  Commission's  successful 
regulatory  reform  program  to  eliminate  outdated  regulations  and  policies.  Consumer  and 
business  education  is  also  given  priority  under  the  plan  as  one  of  the  primary  keys  to  meeting  the 
Mission's  law  enforcement  goals.  Partnerships  with  industry  and  consumer  group  are 
particularly  key  to  this  effort. 

CARRY-OVER  FUNDS 

Question.  Your  budget  assumes  that  $10,643,000  of  funds  carried-over  from  fiscal  year  1996 
will  be  available  for  use  in  FY  1997.  Is  this  estimate  still  accurate,  or  is  there  a  more  recent 
estimate  that  you  can  provide  to  the  Committee  at  this  time? 

Answer.  Using  data  through  May  1996,  we  estimate  that  $13,050,000  would  be  collected  in 
excess  of  $48,262,000  and  carried  over  into  fiscal  year  1997. 

FEDERAL  COMMUNICATIONS  COMMISSION 
PREPARED  STATEMENT  OF  REED  E.  HUNDT,  CHAIRMAN 

Mr.  Chairman  and  Members  of  the  Subcommittee.   Thank  you  for  this  opportunity 
to  present  the  Federal  Communications  Commission's  Fiscal  Year  1997  Budget  Estimates. 
We  are  fortunate  to  be  here  at  a  truly  historic  and  exciting  moment.   The 
Telecommunications  Act  of  1996  promises  a  new  era  of  competition  in  telecommunications 
-  an  era  that  will  be  characterized  by  new  investment,  job  growth,  and  lower  prices  and 
better  service  for  consumers.   The  FCC  is  now  hard  at  work  implementing  the  Act. 

Transition  to  Competition 

The  telecommunications  industry  currently  finds  itself  in  a  state  of  profound 
transition  as  it  evolves  and  reconfigures  to  match  the  changing  landscape  of  competition. 
The  traditional  communications  businesses,  television  and  telephony,  are  large  and 
growing,  while  new  competitive  industries,  particularly  the  wireless  industry,  are  emerging 
with  amazing  growth  potential. 
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Answer.  In  the  Maintaining  Competition  Mission,  public  interest  is  the  overriding  factor 
affecting  the  allocation  of  resources.  In  merger  matters,  the  statutory  deadlines  of  the 
Hart-Scott-Rodino  Antitrust  Improvements  Act  of  1976,  15  U.S.C.  §  18a  ("HSR  Act"),  alco 
affect  priorities. 

Merger  Investigations.  The  most  important  factor  in  prioritizing  merger  investigations  is  the 
degree  to  which  a  particular  merger  appears  to  harm  the  public  interest  by  making  prices  go  up  or 
product  quality,  variety,  or  innovation  go  down.  For  example,  Hoechst  AG's  acquisition  of 
Marion  Merrell  Dow  Inc.  threatened  competition  in  markets  for  four  drugs,  including 
medications  for  high  blood  pressure  and  angina,  leg  cramping  caused  by  arteriosclerosis, 
ulcerative  colitis  and  Crohn's  Disease,  and  tuberculosis.  See  Hoechst  AG,  Dkt.  C-3629  (Dec.  5, 
1995).  The  Commission's  order  in  the  case  preserved  competition  in  those  four  markets,  without 
blocking  the  remainder  of  the  $7  billion  transaction  or  the  possible  efficiencies  that  might  result 
from  the  merger.  In  the  market  for  the  angina  and  blood  pressure  drug  alone,  the  competition 
preserved  by  the  FTC's  action  may  be  saving  consumers  up  to  $30  million  per  year,  based  on  the 
number  of  patients  using  the  drug  and  the  price  difference  between  Marion  Merrell  Dow's  drug 
and  the  competing  drug  in  which  Hoechst  had  an  interest.  In  another  example,  the  recent  FTC 
order  permitting  the  acquisition  of  First  Financial  Management  Corporation  (which  owns 
Western  Union)  by  First  Data  Corporation  (which  owns  MoneyGram,  the  only  firm  besides 
Western  Union  providing  consumer  money  wire  transfer  services  in  the  United  States)  required 
First  Data  to  divest  its  MoneyGram  business  in  order  to  preserve  competition  between 
MoneyGram  and  Western  Union  that  would  otherwise  have  been  lost.  See  First  Data  Corp., 
Dkt.  C-3635  (Jan.  16,  1996).  If  this  action  successfully  restores  the  competition  that  was  created 
by  MoneyGram 's  original  entry  into  the  market  and  prevents  a  return  to  the  pricing  pattern  that 
prevailed  when  Western  Union  was  a  monopolist,  it  will  save  U.S.  consumers  an  estimated  $15 
million  to  $30  million  per  year  in  money  wire  transfer  fees.  In  addition  to  a  merger's  likely 
impact  on  consumers,  the  prioritization  of  merger  investigations  is  affected  by  the  degree  to 
which  an  enforcement  action  can  achieve  effective  relief  and  the  degree  to  which  prompt  action 
is  necessary.  Both  of  these  factors  may  be  affected,  for  example,  by  whether  a  particular  merger 
falls  under  the  statutory  requirements  of  the  HSR  Act,  since  the  Act  provides  an  opportunity  to 
challenge  a  merger  before  it  is  consummated  and  the  assets  scrambled,  but  imposes  very  short 
deadlines  in  which  to  do  so. 

Conduct  Investigations.  Conduct  investigations  are  prioritized  according  to  the  degree  to  which 
the  challenged  conduct  harms  the  public  interest.  For  example,  in  RxCare  of  Tennessee,  Inc.,  File 
No.  951-0059  (Jan.  19,  1996)  (proposed  consent),  the  leading  provider  of  pharmacy  network 
services  in  Tennessee  has  agreed  to  stop  requiring  so-called  "most  favored  nation"  clauses  under 
which  every  pharmacy  participating  in  RxCare's  network  must  give  RxCare  the  benefit  of  any 
lower  reimbursement  rate  negotiated  by  any  competing  pharmacy  network.  The  Commission 
alleged  that  RxCare,  which  was  owned  by  the  state  pharmacists'  association  and  which  the 
evidence  showed  was  acting  on  behalf  of  pharmacists  in  seeking  higher  prices  from  consumers, 
in  effect  established  a  price  floor  for  prescription  drugs  in  Tennessee.  As  a  result,  third-party 
payors  had  to  pay  higher  pharmacy  reimbursement  rates  in  Tennessee  than  in  other  states.  In 
another  case,  Dell  Computer,  FTC  File  No.  931  0097  (Nov.  2,  1995)  (Commissioner  Azcuenaga, 
dissenting)  (proposed  consent),  the  Commission  challenged  the  conduct  of  a  firm  in  a  computer 
industry  body  that  was  developing  the  "VL-bus"  standard  for  personal  computers.  Dell  is  alleged 
to  have  certified,  during  industry  standard-setting  discussions,  that  it  knew  of  no  patent,  trade- 
mark, or  copyright  that  the  then-proposed  VL-bus  standard  would  violate.  However,  Dell  later 
contacted  members  of  the  standard-setting  association  and  asserted  that  the  VL-bus  standard  did 
violate  a  Dell  patent.  Such  conduct,  left  unchecked,  could  not  only  raise  prices  to  consumers,  but 
could  hinder  technological  progress  as  well. 


The  Consumer  Protection  Mission  prioritizes  the  handling  of  cases  and  matters  based  on 
its  annual  strategic  plan.  The  mission-wide  strategic  plan  highlights  areas  of  priority,  including: 
protecting  consumers  from  fraud,  deception,  and  unfair  practices  in  three  priority  areas-  health, 
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Like  the  telecommunications  industry,  the  FCC  continues  to  streamline,  to 
modernize,  and  to  reorganize.    By  providing  the  FCC  with  the  resources  it  needed  to 
restructure  its  organization  during  Fiscal  Years  1994  and  1995,  Congress  permitted  the 
agency  to  install  up-to-date  office  computer  and  voicemail  technology  so  that  we  could 
catch  up  with  the  information  revolution  and  the  productivity  gains  it  brings.   We  realigned 
our  bureaus  to  parallel  the  five  lanes  of  the  information  highway  -  Common  Carrier, 
Wireless,  Mass  Media,  Cable  Services,  and  Satellite.    We  offered  buyouts  and,  for  the  first 
time  in  the  FCC's  history,  imposed  involuntary  separations  in  order  to  shift  resources  to 
ensure  that  we  have  the  right  mix  of  skills  and  infrastructure  to  meet  today's  needs.    We 
began  to  authorize  new  services  and  promote  competition  by  auctioning  portions  of  the 
airwaves.    We  reduced  regulatory  burdens  on  industry.    And  that  was  before  February  8, 
1996. 

Telecommunications  policy  changed  radically  with  enactment  of  the 
Telecommunications  Act  of  1996,  in  that  we  are  now  committed  to  competition  in  all 
communications  markets.   With  its  directive  that  all  parts  of  the  communications 
marketplace  can  and  should  be  made  more  competitive,  the  Act  commences  an  experiment 
in  competition.   Just  over  two  months  ago,  for  example,  it  violated  federal  law  for  some 
local  phone  companies  to  provide  long-distance  service  outside  their  regions,  and 
competition  in  the  local  phone  markets  was  illegal  in  some  States.   Today  both  are 
permissible.    At  the  same  time,  we  should  not  overlook  that  the  Telecommunications  Act 
affirms  the  core  principle  of  the  Communications  Act  of  1934  ~  that  the  FCC  has  an 
obligation  to  consider  whether  "the  public  interest,  convenience  and  necessity"  would  be 
served  by  the  authorization  of  any  communications  service. 

Telecommunications  Act  Implementation 

Implementation  of  the  Telecommunications  Act  in  a  procompetitive  and  timely 
fashion  is  the  FCC's  most  critical  task.    It  is  also  highly  resource  intensive.    Salomon 
Brothers  Managing  Director  Jack  Grubman,  observing  that  "[t]he  transaction  flow 
[resulting  from  the  Act]  is  likely  to  be  a  whole  different  dimension  for  the  FCC,"  warned 
that  a  combination  of  an  "understaffed  FCC,  a  ton  of  rulemaking,  and  guaranteed  legal 
intervention  at  every  step  of  the  way"  could  prolong  the  implementation  process.   Congress 
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icknowledged  as  much  when  it  exempted  rules  promulgated  under  the  Telecommunications 
Act  from  certain  aspects  of  the  recently-enacted  Contract  With  America  Advancement  Act 
of  1996. 

While  the  implementation  challenge  will  be  arduous,  we  are  off  to  a  good  start.   To 
date,  we  have  taken  a  number  of  implementation-related  actions,  including  the  completion 
of  all  actions  required  within  the  first  90  days  after  enactment.   We  have  implemented  the 
Act's  cable  reform  provisions  and  modified  the  broadcast  ownership  rules,  repealed  video 
dialtone  rules  and  Section  214  requirements  for  telephone  company  provision  of  video 
services,  reduced  the  filing  frequency  of  ARMIS  service  quality  reports,  extended  the  time 
period  for  cable  operators  to  file  their  annual  equipment  forms,  terminated  our  inquiry  into 
the  imposition  of  equal  access  requirements  on  commercial  mobile  services  (CMRS) 
providers,  eliminated  broadcast  comparative  license  renewal  procedures  and  hearings,  and 
announced  our  intention  to  form  a  telemedicine  advisory  committee  to  assist  in 
implementation  of  the  Act.    We  have  commenced  rulemakings  on  interconnection 
requirements,  out-of-region  long  distance,  universal  service.  Open  Video  Systems,  the 
dispute  resolution  process  for  standards  for  telecommunications  equipment,  aggregation  of 
cable  equipment  costs,  closed  captioning,  cable  scrambling,  preempting  non-federal 
regulations  that  impair  the  use  of  over-the-air  reception  devices,  and  extending  broadcast 
license  terms  to  eight  years.   We  have  transferred  $780  million  in  auction  upfront  payments 
into  an  interest  bearing  account  to  earn  interest  for  the  Telecommunications  Development 
Fund  and  appointed  the  Fund's  Interim  Chairman  of  the  Board  of  Directors.    We  have 
granted  the  first  three  applications  under  the  Act  to  allow  public  utility  holding  companies 
to  enter  telecommunications  markets,  and  have  announced  that  pursuant  to  the  new  Act 
cable  subscribers  must  file  cable  programming  service  tier  rate  complaints  with  local 
franchising  authorities  rather  than  with  the  FCC.   We  have  also  undertaken  a  number  of 
measures  to  speed  the  authorization  of  service,  such  as  delegating  the  disposition  of 
Instructional  Television  Fixed  Service  applications  to  the  Commission's  staff,  streamlining 
amateur  radio  examination  procedures,  and  eliminating  the  30-day  public  notice 
requirement  for  private  microwave  license  applicants.   To  monitor  the  outpouring  of 
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implementation-related  items  we  have  published  a  Telecommunications  Act  schedule  and 
reformatted  the  FCC's  Daily  Digest  to  assist  the  public  in  accessing  related  items.   In 
short,  we  are  in  full  Telecommunications  Act  implementation  mode.   Attached  for  the 
record  is  our  most  recent  implementation  report  (see  Appendix  A). 

The  Telecommunications  Act  has  added  to  our  routine  workload  as  well.   The  new 
law.  for  example,  has  unleashed  a  wave  of  communications  media  deals.   The  well- 
publicized  mergers  of  Westinghouse-CBS,  Disney/Cap  Cities,  and  Time  Warner/Turner 
Inc.  all  occurred  in  anticipation  of  passage  of  the  Telecommunications  Act.    Since 
enactment  of  the  new  law,  we  have  seen  merger  announcements  by  US  West  and 
Continental  Cablevision,  SBC  and  Pacific  Telesis  Group,  Bell  Atlantic  and  NYNEX,  and 
others  that  will  require  FCC  approval.    We  have  also  been  inundated  with  inquiries  and 
requests  for  information  about  the  Telecommunications  Act  and  its  implementation  from 
consumers,  the  media,  and  industry.   To  date  there  have  been  more  than  20,000  visits  to 
our  Internet  information  page  on  the  Telecommunications  Act.   Our  Notice  of  Proposed 
Rulemaking  on  interconnection  requirements,  for  example,  received  800  visits  within  four 
days  of  being  posted  online.    As  the  communications  landscape  becomes  increasingly 
competitive,  it  is  imperative  that  we  review  thoroughly  and  expeditiously  regulated 
transactions,  review  required  filings,  and  transmit  our  decisions  and  rulemaking  proposals 
to  a  public  that  deserves  instant  access  to  information. 

When  the  Telecommunications  Act  was  passed  I  observed  that  the  workload  the  bill 
would  generate  would  require  a  significant  commitment  of  FCC  personnel  and  would 
stretch  our  resources  to  their  limit.    I  also  pledged  a  maximum  effort  by  our  employees.    I 
stand  by  that  pledge,  which  is  backed  by  the  prodigious  implementation  effort  already 
underway.    Make  no  mistake  about  it,  however,  implementation  of  the  Act  will  have  a 
significant  resource  impact  on  the  FCC.   The  Congressional  Budget  Office  estimated  that 
the  legislation  would  cost  $62  million  for  the  FCC  to  implement  over  the  next  five  years. 
Congress  itself  anticipated  this  impact  in  Section  710(a)  of  the  Act,  which  authorizes 
appropriations  for  the  FCC  of  such  amounts  as  may  be  necessary  to  carry  out  these  new 
responsibilities.    I  am  gratified  that  this  Subcommittee  proposed  an  increase  in  the  FCC's 
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Fiscal  Year  1996  appropriation  to  $195.7  million,  and  that  the  (Jonierence  Committee 
agreed  upon  an  increase  in  the  FY  1996  level  to  $185.7  million,  which  is  $10  million 
above  the  level  we  had  been  operating  at  for  the  last  seven  months.    As  the  Conference 
Agreement  directs,  this  increase  will  cover  costs  associated  with  implementation  of  the 
Telecommunications  Act.   The  types  of  items  that  will  be  funded  include:    additional 
positions  filled  by  term  appointments  to  assist  Bureaus  and  Offices  with  responsibilities  for 
implementing  the  Act;  additional  funding  to  extend  the  hours  of  heating/air  conditioning  for 
the  employees  who  are  working  overtime;  contracts  for  clerical  and  paralegal  temporary 
service  workers  to  assist  Telecommunications  Act  work  production;  contracts  for  various 
studies  and  technical  analyses  on  various  aspects  of  Telecommunications  Act 
implementation;  and  travel  for  State  Public  Utility  Commission  staff  to  meet  with  the  FCC. 

The  universe  of  communications  issues  the  FCC  must  address  is  not  limited  to 
implementation  of  the  Telecommunications  Act.    For  example,  while  we  have  committed  to 
Senator  Dole  and  others  that  any  award  of  licenses  for  Advanced  Television  Services  will 
be  made  only  in  compliance  with  the  express  intent  of  Congress,  we  continue  to  work  on 
the  related  proceedings  that  will  be  necessary  to  prepare  for  the  eventual  assignment  of 
these  licenses.    Other  examples  of  significant  non-Telecommunications  Act-related  work 
underway  at  the  FCC  include: 

-  Continuing  to  promote  greater  spectrum  flexibility  for  CMRS  licensees; 

-  Determining  whether,  and  under  what  conditions,  non-U. S.  satellite  service 
providers,  including  those  using  Intelsat  and  Inmarsat,  should  be  permitted  to  serve  the 
U.S.  domestic  market; 

-  Adopting  service  rules  for  satellite  digital  audio  radio  services;  and 

-  Identifying  new  spectrum  and  rule  changes  to  provide  business  opportunities  for 
development  of  new  unlicensed  services,  such  as  high-speed  wireless  access  to  the  Internet 
and  use  of  frequencies  above  40  GHz  for  highway  collision  avoidance  systems. 

FY  1997  Budget  Request 

To  ensure  our  ability  to  implement  the  Telecommunications  Act  in  a  procompetitive 
and  timely  manner  and  to  carry  out  our  other  rulemaking  and  enforcement  activities,  we 
propose  a  Fiscal  Year  1997  budget  of  $222,538,000  and  a  staffing  level  of  2,255  full-time 
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equivalents  (FTEs).   This  represents  an  increase  of  110  FTEs  above  the  projected  FTEs 
funded  for  FY  1996  and  a  net  increase  in  the  funding  level  of  $36,829,000  over  the 
enacted  FY  1996  level  of  $185,709,000.   The  additional  FTEs  will  be  term  appointments 
for  the  purpose  of  implementing  the  Telecommunications  Act  within  the  mandatory  time 
frames. 

Approximately  two-thirds  of  our  increased  funding  request,  $30,000,000,  is  for 
expenses  related  to  the  scheduled  relocation  of  the  Commission's  headquarters  to  the 
Portals  location  in  Southwest  Washington  beginning  in  July  1997.    As  you  know,  a 
prospectus  for  450,000  occupiable  square  feet  was  finally  approved  in  October  1995.    In 
January  1996,  GSA  executed  a  supplemental  lease  agreement  with  the  developers  of  the 
Portals  project  for  450,000  occupiable  square  feet.   The  move  is  expected  to  cost  $40 
million  over  two  years. 

Our  estimate  for  headquarters  relocation  assumes  that  most  relocation  expenses  will 
have  to  be  paid  by  the  FCC,  not  GSA.    It  encompasses  funding  to  pay  GSA's  Alterations 
Fee,  to  provide  guard  service  for  the  Portals  facility  during  the  relocation,  to  obtain 
architectural  and  engineering  management  services,  and  to  provide  relocation  and  moving 
services.    The  estimate  also  includes  expenses  for  systems  furniture  and  space  saving  filing 
systems  required  in  order  for  the  agency  to  fit  into  the  new  facility;  information  technology 
and  telecommunications  systems  to  be  built  into  the  base  building;  unique  construction 
requirements  such  as  a  public  reference  center,  library,  and  FCC  meeting  room;  and 
miscellaneous  transition  costs. 

Our  FY  1997  request  also  includes  $4,306,000  for  inflationary  and  uncontrollable  cost 
increases  attributable  to  the  following:   personnel  compensation  and  benefits  ($3,424,000); 
rent,  communications,  and  utilities  ($570,000);  security,  payroll  processing,  and  office 
equipment  expense  ($180,000);  printing  and  photocopying  services  ($83,000);  and  travel 
and  transportation  costs  ($49,000). 

Fee  Collections  and  Auctions 

As  you  know,  since  1987  the  FCC  has  collected  and  deposited  into  the  general  fund 
of  the  Treasury  application  processing  fees  totalling  approximately  $40  million  annually. 
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The  fees  are  designed  to  recover  a  substantial  portion  of  the  costs  of  the  FCC's  application 
processing  functions.    We  are  required  to  review  these  fees,  and  may  revise  them  every 
two  years  based  upon  changes  to  the  Consumer  Price  Index.   The  fees  were  last  revised  on 
July  18,  1994,  at  which  time  they  were  increased  by  14.8%  in  accordance  with  the  CPI. 
They  will  be  revised  again  before  the  end  of  the  current  fiscal  year. 

Pursuant  to  the  Omnibus  Budget  and  Reconciliation  Act  of  1993,  we  also  annually 
collect  regulatory  user  fees  to  offset  the  costs  of  our  rulemaking,  enforcement,  user 
information,  and  international  activities.    We  collected  in  excess  of  $1 19  million  in 
regulatory  fees  in  FY  1995.    The  FY  1996  omnibus  appropriations  law  authorizes  the  FCC 
to  collect  $126.4  million  in  regulatory  fees  to  assist  the  agency  in  beginning  to  implement 
the  Telecommunications  Act.    Our  FY  1997  request  assumes  that  offsetting  collections  for 
regulatory  fees  will  increase  to  $152.5  million  to  fund  increased  program  costs. 

The  1993  Budget  Act  also  authorized  the  FCC  to  auction  portions  of  the  non- 
broadcast  spectrum.    We  have  completed  a  total  of  rune  spectrum  auctions.    To  date,  these 
auctions  have  raised  $20.4  billion  for  the  Treasury.    These  completed  auctions  include: 
Nationwide  Narrowband  PCS,  Interactive  Video  and  Data  Services  (IVDS),  Regional 
Narrowband  PCS,  Broadband  PCS  (A  and  B  blocks).  Broadband  PCS  (C  block),  two 
Direct  Broadcast  Satellite  auctions.  Multipoint  Distribution  Service,  and  900  MHz 
Specialized  Mobile  Radio  (SMR).    Auctions  planned  for  the  remainder  of  1996  will  include 
Broadband  PCS  (D,  E,  and  F  blocks),  narrowband  PCS,  commercial  220  MHz,  Digital 
Audio  Radio  Services,  38  GHz,  paging,  Local  Multipoint  Distribution  Service  (28  GHz), 
800  MHz  SMR.  cellular  unserved,  and  IVDS. 

In  my  view,  we  should  fund  the  agency  entirely  from  auction  revenue  in  any  year  in 
which  auction  revenue  exceeds  our  budgeted  amount.    In  such  years,  I  recommend  that  the 
Chairman  of  the  FCC  have  the  discretionary  authority  to  suspend  the  collection  of  all  or 
any  fees.    Furthermore,  I  would  authorize  the  agency  to  fund  itself  at  least  five  years  in 
advance  out  of  auction  revenues. 
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Improving  FCC  Operations 

To  make  the  FCC  leaner  and  more  responsive  to  industry  and  the  public,  we  have 
adopted  and  will  continue  to  adopt  a  number  of  measures  to  reduce  regulatory  burdens  and 
to  make  it  easier  to  obtain  authorizations  of  service.    Let  me  identify  a  few  of  the  steps  we 
have  already  taken: 

-  The  Telecommunications  Act  of  1996  includes  21  provisions  proposed  by  the  FCC 
to  eliminate  certain  regulatory  functions,  to  privatize  other  responsibilities,  to  reduce 
regulatory  burdens  on  industry,  to  save  agency  resources,  and  otherwise  to  streamline 
agency  processes.    For  example,  these  provisions,  now  law,  will  enable  us  to  forbear  from 
regulating  classes  of  carriers  where  unnecessary  to  protect  the  public  interest;  to  use  non- 
governmental, independent  testing  labs  to  speed  up  the  radio  and  computer  equipment 
authorization  process;  to  provide  blanket  licensing  for  the  operation  of  radio  equipment  on 
ships  and  aircraft;  to  repeal  mandatory  setting  of  depreciation  rates  for  common  carriers; 
and  to  privatize  inspection  of  ship  radio  stations.   We  have  moved  quickly  to  use  our  new 
authority. 

In  March,  for  example,  in  the  first  exercise  of  our  new  forbearance  authority,  we 
proposed  that  non-dominant  interexchange  carriers  should  no  longer  file  tariffs.    Absent  the 
tariff  requirement,  long  distance  companies  will  be  free  to  change  prices  or  offer  new 
services  without  first  filing  with  the  FCC.    Last  month,  we  proposed  to  remove  the 
individual  radio  licensing  requirement  for  radio  equipment  on  recreational  ships  and 
aircraft.    This  proposal  will  remove  the  burden  of  filing  applications  and  the  cost  of  the 
filing  fee  from  hundreds  of  thousands  of  recreational  vessel  and  aircraft  owners,  as  well  as 
remove  the  administrative  burdens  associated  with  the  FCC's  processing  of  such 
applications.    We  have  also  proposed  to  privatize  inspections  of  radio  installations  on  large 
cargo  and  small  passenger  ships. 

-  Since  August  1995,  our  Common  Carrier  Bureau  has  eliminated  nine  quarterly  rate 
case  reports,  a  quarterly  revenue  report,  and  a  quarterly  packet  switching  report.   The 
Bureau  also  reduced  the  reporting  requirement  by  66%  for  National  Exchange  Carriers 
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Association  members  and  75%  for  a  local  exchange  carrier  usage/access  report  filed  by  the 
seven  Bell  Operating  Companies. 

-  We  are  currently  seeking  comment  on  how  to  further  improve  our  delivery  of 
services;  on  how  to  reduce  the  burden  of  EEO  reporting  compliance  on  small  broadcasters; 
on  how  our  policies  and  rules  governing  interstate,  domestic,  and  interexchange 
telecommunications  services  should  be  changed,  consistent  with  the  Telecommunications 
Act,  to  provide  for  a  procompetitive,  deregulatory  national  policy  framework;  on  how  to 
further  simplify  and  reduce  common  carrier  reporting  requirements;  and  on  how  to  further 
speed  the  authorization  process  for  personal  computers  and  peripherals. 

-  We  have  changed  the  name  of  our  Common  Carrier  Bureau's  Tariff  Division  to  the 
Competitive  Pricing  Division  to  better  reflect  its  new  mission  to  develop  and  implement 
pricing  rules  that  will  help  to  promote  a  speedy  transition  from  monopoly  to  deregulated 
markets. 

-  We  have  eliminated  the  FCC's  Review  Board  to  shorten  the  timetable  for  appeals  of 
hearing  decisions  by  Administrative  Law  Judges. 

-  We  have  adopted  new  customer  service  standards,  new  antenna  registration  and 
tower  marking  procedures,  simpler  licensing  rules  and  procedures  for  the  fixed  microwave 
services,  and  a  simpler  process  for  resolving  consumer  complaints  about  unauthorized 
conversions  of  preferred  long  distance  carriers. 

-  Our  International  Bureau  reduced  the  average  age  of  pending  satellite  earth  station 
applications  from  385  days  to  57  days.    Our  Mass  Media  Bureau  reduced  the  average  time 
for  processing  routine  TV  station  sales  from  3  months  to  2  months,  and  the  average  time 
for  processing  non-routine  radio  station  sales  from  12  months  to  5  months.   The  Mass 
Media  Bureau  has  begun  publishing  radio  application  sums  and  station  technical 
information  on  the  World  Wide  Web,  where  it  can  be  easily  accessed  by  industry  and  the 
public. 

-  Our  Wireless  Bureau  has  announced  new  initiatives  to  improve  the  Bureau's  internal 
and  external  communications  and  has  expanded  its  use  of  electronic  filing,  which  reduces 
processing  time  from  45  days  to  less  than  10  days.    Electronic  filing  is  now  available  for 
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many  wireless  license  applications,  including  major  services  such  as  PCS,  SMR.  and 
private  wireless  applications. 

-  Our  Compliance  and  Information  Bureau  has  been  restructured  in  order  to  improve 
service  and  achieve  significant  savings. 

-  As  noted  above,  we  have  expanded  our  use  of  the  Internet,  and  especially  the  World 
Wide  Web,  to  help  the  public  monitor  FCC  implementation  of  the  Telecommunications  Act 
and  other  agency  action.  I  encourage  you,  for  example,  to  join  44,000  Americans  per  day 
in  visiting  the  FCC's  Internet  home  page  (www.fcc.gov). 

Our  continuous  goal  is  to  improve  service  to  industry  and  the  public  by  eliminating 
redundancy,  reducing  waste,  privatizing  where  warranted,  consolidating  and  automating  for 
efficiency,  and  expanding  the  use  of  alternative  rulemaking  mechanisms.    During  the  past 
three  years,  we  have  made  many  changes  to  improve  the  speed  and  quality  of  the  FCC's 
service  and  reduce  the  burden  of  unnecessary  regulation.   Last  year,  the  FCC's  Special 
Counsel  for  Reinventing  Government  issued  a  detailed  report  entitled  "Creating  a  Federal 
Communications  Commission  for  the  Information  Age."   Among  other  things,  the  Report 
outlined  the  specific  reforms  the  various  FCC  Bureaus  and  Offices  have  undertaken  to 
eliminate  backlogs,  improve  processes,  and  reduce  unnecessary  regulatory  burdens.    I  am 
attaching  a  list  of  our  reform  accomplishments  to  date  (see  Appendix  B).    In  addition,  our 
investments  in  information  technology  have  enhanced  the  FCC's  staff  productivity  and 
responsiveness. 

Streamlining  Notice  of  Inquiry 

To  continue  our  efforts,  in  February  we  adopted  a  Notice  of  Inquiry,  which  seeks 
suggestions  from  all  interested  parties  on  how  we  still  can  expedite  our  processes  and 
improve  our  delivery  of  services.    The  Notice  seeks  comment  on  a  number  of  important 
questions: 

-  Which  FCC  procedures  or  processing  functions  could  be  eliminated  entirely, 
consistent  with  our  responsibilities  under  the  Communications  Act? 

-  How  could  the  FCC  further  reduce  the  quantity  of  paperwork  required  of  regulated 
entities? 
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-  Are  there  additional  procedures  or  functions  that  could  be  privatized  or  outsourced? 

-  Are  there  areas  where  private  self-certification  or  self-regulating  organizations, 
overseen  by  the  FCC,  might  replace  FCC  review  and  approval? 

-  In  what  new  ways  can  computer  technology,  electronic  filing,  and  the  Internet  be 
used  to  improve  processing? 

To  date,  we  have  received  a  number  of  ideas.   Telecommunications  carriers  have 
urged  us  to  stop  prescribing  depreciation  rates  for  price  cap  carriers,  to  eliminate 
unnecessary  regulation  of  new  services,  and  to  simplify  certain  accounting  requirements. 
Broadcasters  have  proposed  that  we  allow  applicants  to  self-certify  non-technical 
applications  and  that  we  privatize  database  management.    Wireless  licensees  have 
encouraged  us  to  relax  filing  requirements  and  to  delegate  the  processing  of  certain  paging, 
SMR,  and  microwave  applications  to  frequency  advisory  committees.    Virtually  all 
commenters  encourage  us  to  expand  our  use  of  electronic  filing  for  all  services,  to  shorten 
the  timetable  for  disposition  of  administrative  appeals,  and  to  reform  our  procedural  rules 
to  discourage  the  filing  of  frivolous  oppositions.    We  are  reviewing  all  of  these  ideas. 

As  an  agency  that  receives  in  excess  of  a  million  license  applications,  renewals,  and 
other  filings  for  authorization  of  service  each  year,  we  agree  that  expanding  electronic 
filing  makes  good  sense.    Instituting  electronic  filing  for  amateur  radio  licenses,  for 
example,  has  reduced  the  average  time  to  grant  such  licenses  from  sixty  days  to  three. 
Expanding  electronic  filing  capability  requires  up- front  investments.    However,  electronic 
filing  reduces  license  issuance  time,  improves  the  accuracy  of  data  maintained  in  our 
automated  systems,  reduces  staff  resources  necessary  to  process  applications,  and  generally 
cuts  costs.    We  also  intend  to  rewrite  rules  for  the  licensing  of  satellite  space  and  earth 
stations,  to  outsource  broadcast  call  sign  functions,  and  to  permit  verification  of 
broadcaster  technical  activities  by  outside  engineering  organizations. 

Tools  for  Further  Reform 

There  are  a  number  of  tools  that  we  can  use  to  modernize  our  operations,  to  minimize 
the  impact  on  employees,  and  to  ensure  that  the  FCC  can  effectively  and  efficiently  carry 
out  its  duties  in  the  public  interest  within  the  budget  limits  that  Congress  sets.    One  tool. 
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buyout  authority,  has  expired  and  should  be  reauthorized  for  the  FCC.   Under  prior 
government-wide  authority,  105  FCC  employees  accepted  buyouts,  facilitating  our  ability 
to  change  the  skill  mix  of  our  personnel  in  response  to  the  changing  industry  environment 
and  our  changing  tasks.   Buyouts  are  an  efficient  and  humane  way  to  re-organize  the 
agency.    We  should  be  given  the  authority  and  funds  to  offer  them. 

If  we  are  obliged  to  continue  to  fund  our  activities  through  fees,  we  urge  you  to  give 
us  authority  to  carry  over  regulatory  fee  revenues  from  one  fiscal  year  the  next.   Such 
authority  would  improve  our  financial  planning  as  well  as  our  ability  to  continue  agency 
operations  in  the  event  of  lapses  in  appropriations.   The  Securities  and  Exchange 
Commission,  for  example,  relied  on  carry-over  fee  revenues  to  continue  to  operate  during 
the  recent  government  shutdowns. 

Similarly,  authorizing  us  to  establish  regulatory  fee  schedules  a  year  in  advance  of 
when  they  are  due  would  promote  better  agency  budgetary  planning  and  improve  notice  to 
regulated  entities  and  the  public.   Our  current  statutory  inability  to  determine  such  fees 
prior  to  the  fiscal  year  in  which  they  are  due  can  shorten  the  remittance  period  to  as  little 
as  3  days,  as  it  did  at  the  end  of  Fiscal  Year  1995.   This  is  grossly  unfair  to  the  businesses 
—  and  is  utterly  unnecessary. 

Conclusion 

The  FCC's  main  focus  over  the  next  36  months  will  be  the  implementation  of  the 
Telecommunications  Act  of  1996.    If  we  get  it  right,  everyone  in  this  country  will  benefit 
by  the  introduction  of  genuine  competition  in  all  communications  markets.   Our  ability  to 
get  it  right,  however,  demands  that  we  have  sufficient  resources  not  only  to  implement  the 
Telecommunications  Act,  but  also  to  continue  to  discharge  responsibly  all  of  our  other 
responsibilities  to  industry  and  the  public.    Our  FY  1997  Budget  Request  contains  a  modest 
funding  increase  to  enable  us  to  add  temporary  resources  to  fulfill  these  twin  objectives. 

As  the  industry  evolves  to  match  the  changing  landscape  of  competition,  the  FCC, 
too,  has  undertaken,  and  will  continue  to  undertake,  a  number  of  unprecedented  steps  to 
improve  its  operations.    I  look  forward  to  continuing  to  work  with  this  Subcommittee  and 
Congress  to  implement  the  Telecommunications  Act  in  the  bipartisan  spirit  in  which  it  was 
conceived,  and  to  manage  the  FCC  as  its  mission  evolves  during  this  exciting  period. 
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APPENDIX  A 

REPORT  ON  FCC  IMPLEMENTATION  OF  TELECOMMUNICATIONS  ACT  OF  1996 

The  following  is  a  report  by  Dan  Phythyon,  Director  of  the  Office  of  Legislative  and 
Intergovernmental  Affairs,  at  the  open  Commission  meeting  on  April  25,  detailing  additional 
progress  made  in  implementing  the  provisions  of  the  Telecommunications  Act  of  1996  since  the 
March  21,  1996  report. 

Third  Report  oo  Telecom  Act  Implementation    4/25/96 


Since  the  March  21,  1996,  Commission  meeting,  the  Commission  has  taken  the 
following  steps  to  implement  the  Telecommunications  Act  of  1996. 

Commission  Actions 

1 .  NPRM  proposing  that  non-dominant  long  distance  companies  be  relieved  of  tariff  filing 
requirement  as  it  begins  review  of  regulatory  regime  for  interstate  interexchange 
telecommunications  services.  (CCB,  released  3/25/96) 

2.  Convened  Federal-State  Joint  Board  meeting  on  Universal  Service  on  April  12,  including 
panel  discussions. 

3.  Terminated  inquiry  into  whether  commercial  mobile  radio  service  providers  should  be 
required  to  afford  equal  access  to  long  distance  carriers  for  the  provision  of  telephone  toll 
services.   (WTB,  released  3/22/96) 

4.  NPRM  to  allow  broadcast  stations  to  implement  certain  types  of  minor  modifications  of 
their  facilities  and  licenses  without  a  construction  permit  (MMB,  released  3/22/96) 

5.  Established  pleading  cycle  for  petitions  for  preemption  of  local  entry  barriers  pursuant  to 
Section  253.   (CCB.  Classic  Telephone,  released  3/26/96.  New  England  Public 
Communications  Council,  released  3/26/96) 

6     NPRM  on  implementation  of  Section  207  of  the  Telecom  Act.  to  prohibit  state  and  local 
regulations  that  restrict  a  viewer's  use  of  receiving  devices  for  television  broadcast  signals  and 
multichannel  multipoint  distribution  services.    (CSB.  released  4/4/96) 

7.  Orders  granting  first  three  Telecom  Act  applications  for  utility  companies  to  enter 
telecommunications  (CSW  Communications,  Inc.,  released  4/4;  Entergy  Technology  Co.  4/ 1 2; 
Entergy  Technology  Holding  Co..  4/12  -  all  by  OGC) 

8.  Order  denying  petitions  for  rulemaking  concerning  interlata  telecommunications  services, 
finding  the  issues  raised  are  moot  because  of  the  Telecom  Act.  (CCB,  released  4/5/96) 

9.  Set  pleading  cycle  for  various  applications  seeking  Commission  determination  of  "Exempt 
Telecommunications  Company"  status  under  the  Public  Utility  Holding  Company  Act  of  1935, 
as  amended  by  the  Telecom  Act  of  1996.   fNU/MODE  I  Communications,  released  4/8; 
Southern  Information  Holding  Co.,  4/17;   Southern  Information  1,  Inc.,  4/17;  Southern 
Information  2,  Inc..  4/17;  Southern  Telecom  Holding  Co.,  4/17;  Southern  Telecom  1,  Inc.. 
4/17;  Southern  Telecom  2,  Inc..  4/17;  Allegheny  Communications  Connect,  Inc..  4./96  -  all  by 
OGC) 

10.  Order  and  NPRM  implementing  cable  reform  section  of  Telecom  Act,  including  effective 
competition,  subscriber  notification  and  small  cable  system  relief.  (CSB,  released  4/9/96) 
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1 1.  Commissioner  Rachelle  B.  Chong  appointed  to  Joint  Board  on  Universal  Service.  (CCB, 
released  4/12/96) 

12.  Order  removing  radiotelegraph  requirement  for  global  maritime  distress  and  safety  system 
equipped  vessels.   (WTB,  released  4/12/96) 

13.  Announced  intention  to  form  teleraedicine  advisory  committee  to  assist  in  implementation 
of  the  Telecom  Act  (OPP,  released  4/12/96) 

14.  NPRM  to  extend  the  license  term  of  most  television  and  radio  [broadcast]  stations  to 
eight  years.  (MMB,  released  4/12/96) 

15.  Order  implementing  amended  broadcast  license  renewal  procedures  under  the  Telecom 
Act  and  eliminating  comparative  license  renewal  procedures  and  hearings.  (MMB,  released 
4/12/96) 

16.  Named  NYNEX  CEO  Ivan  Seidenberg  to  head  new  Network  Reliability  and 
Interoperability  Council.  (CCB,  released  4/18/96) 

17    NPRM  to  establish  regulations  to  implement  Section  251  of  the  Act.  dealing  with 
interconnection  requirements.    (CCB.  released  4/19/96) 


Facilitating  Public  Information 


1 .  Commission  staff  requests  additional  copies  of  public  comments  for  rulemaking  and 
docketed  proceedings  implementing  Telecom  Act.   (OPA.  3/22/96) 

2.  Issued  new  Telecom  Act  implementation  schedule.   (OLIA,  3/27/96) 

3.  Issued  Public  Notice  announcing  the  Federal-State  Joint  Board  on  Universal  Service  to 
convene  at  open  meeting.  Friday,  April  12.   (CCB,  4/5/96) 

4.  Issued  Public  Notice  announcing  the  Federal-State  Joint  Board  on  Universal  Service  to 
convene  at  open  meeting,  Friday,  April  12.    (CCB,  4/10/96) 

5     Issued  a  "Fact  Sheet"  and  organized  additional  efforts  to  provide  information  to  state  and 
local  governments  with  questions  about  making  property,  easements  and  rights  of  way 
available  for  the  placement  of  spectrum-based  facilities  (tower  siting)  and  FCC  rules  on  Rf 
emissions.     (WTB,  ongoing) 

6.  In  April,  we  averaged  39,000  visits  per  day  to  our  Internet  site.   There  have  been  more 
than  6,500  visits  to  our  information  page  on  the  Telecom  Act  of  1996,  and  more  than  1,554 
people  have  accessed  our  implementation  schedule  on  line.    The  Interconnection  NPRM  was 
posted  on  the  afternoon  of  4/19.   Within  four  days,  it  already  had  received  800  visits.  (OPA, 
ongoing) 

7.  WTB  held  a  consumer  outreach  forum  (attended  by  about  a  dozen  consumer  groups)  to 
discuss  a  variety  of  consumer  concerns  raised  by  the  Telecom  Act    (WTB  4/23/96) 

8.  The  Commission  placed  on  the  Cable  Services  Bureau's  Internet  home  page  the  initial 
comments  received  in  the  Open  Video  Systems  proceeding  which  had  voluntarily  been  filed 
on  disk  by  commenters.   Reply  comments  will  be  placed  on  the  home  page  as  well.  (CSB, 
ongoing) 
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APPENDIX  B 

FCC  Accomplishments 

in 

Reinvention  and  Streamlining* 

2/95  -  5/96 


Adopted 
/ 


FCC  Eliminates  Form  by  Revising  Form  302  5/13/96 

AT&T  Relieved  of  International  Price  Cap  Regulation  5/9/96  • 

Elimination  of  FCC  Certification  for  PCs   5/9/96  • 

CCB  Simplifies  for  Filing  Complaints  on  Slamming   5/9/96  • 

WTB  Streamlines  Rules  to  Improve  Public  Access  to  Information  3/26/%  / 

Agency  Allows  Private  Inspection  of  Great  Lakes  Ships  4/25/96  / 

Proposes  Modifying  Microwave  Rules  to  Promote  Flexibility  4/25/96  • 

FCC  Removes  Morse  Cods  Requirement  for  GMDSS  vessels  4/12/96  • 

WTB  Improves  Access  to  Information.  Eliminates  Rules  3/26/96  • 
FCC  Proposes  Eliminating  Tariff  Filing  Requirements  for  Long  Distance  3/21/96 
FCC  Reduces  LEC  Quality  of  Service  Reports  from  Quarterly  to  Annual   3/20/96       • 

WTB  Expands  Electronic  Filing  3/4/96  / 

Agency  Formalizes  Streamlining  Guidelines  for  Comment  Filings  3/1/%  / 

Reduces  Regulatory  Burdens  for  International  Telecom  Services  2/29/96  / 

Establishes  Telecom  Act  Web  Site  2/29/%  / 
Proposes  Reducing  Common  Carrier  Reporting  Requirements  2/26/% 

CCB  Dismisses  Sec.  214  Applications  as  Unnecessary  2/16/%  / 
Streamlines  Broadcast  EEO  and  Proposes  Forfeiture  Guidelines  2/8/% 
Solicits  Suggestions  for  Improving  Services  and  Procedures  (NOI)  2/8/% 
Proposes  Consolidating  Common  Carrier  and  Private  Paging  Rules  2/8/96 

Adopts  Streamlined  Rules  for  Fixed  Microwave  Services  2/8/96  / 

Commission  Review  Board  to  be  Eliminated    1/23/%  / 

Commission  Eliminates  IVDS  1-year  build  out  requirements    1/11/%  / 
Seeks  Comment  on  Harmonization  of  Cable  and  Telephone  Rules    12/15/95 

Streamlines  Procedures  for  Antenna  Registration.  Maintenance   11/28/95  / 

Restructures  CIB    10/13/95  • 
Declares  AT&T  Domestic  Nondominant.  Eases  Regulatory  Requirements    10/12/95     • 

Waives  Rule  to  Permit  Unattended  Operation  of  Broadcast  Facilities    10/6/95  / 

Adopts  New  Customer  Service  Standards  in  Accordance  with  NPR  9/19/95  / 
Proposes  Elimination  of  UHF  Noise  Measurement  Requirements  9/12/95 

Repeals  Fin/Syn  Rules  9/6/95  / 

Streamlines  Process  for  Telcos  to  Construct  In-regiqn  Cable  Systems   8/1 1/95  • 

CCB  Eliminates  Filing  Requirements   8/10/95  • 
Proposes  Elimination  of  1-year  Construction  Requirements  for  IVDS  Licensees  8/7/95 


Repeals  PTAR  Rule  7/28/95 

Proposes  Elimination  of  Automatic  Stay  Provision  7/14/95 

Proposes  Streamlining  Satellite  Application  and  Licensing  Procedures  7/13/95 

MMB  Achieves  First  Backlog  Reduction  Goal   7/5/95 

Implements  New  Guidelines  to  Improve  Decision-Making  Process  6/19/95 

MMB  Announces  Backlog  Reduction  and  New  Speed  of  Service  Initiatives  6/15/95 
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41.  Continents  Sought  on  Market  Based  Incentives  for  Spectrum  Use  6/15/95 

42.  Adopts  Improved  New  Filing  Procedures  for  MDS  6/15/95 

43.  Comments  Sought  on  Streamlining  Network  and  Affiliate  Broadcast  Rules  6/15/95 

44.  Proposes  Streamlined  Price  Cap  Treatment  5/18/95 

45.  WTB  Implements  New  Software  for  Processing  Applications  5/5/95 

46.  Expands  Small  Cable  System  Rate  Relief  5/5/95 

47.  Updates  Maritime  Mobile  Service  Rules  5/5/95 

48.  Simplifies  Depreciation  Prescription  Process  5/4/95 

49.  Eases  Rules  on  Commercial  Radio  Operator  Applicants  4/19/95 

50.  WTB  Begins  Electronic  Granting  of  Licenses  4/13/95 

51.  Examines  Broadcast  Network  Affiliation  Rules  4/5/95 

52.  Proposes  to  Increase  Satellite  Competition  and  Simplify  Licensing  Rules  4/5/95 

53.  Adopts  Rules  to  Give  Greater  Flexibility  to  LECs  and  RBOCs  3/30/95 

54.  Revises  Pan  65  Rules  3/30/95 

55.  Eliminates  Two  Restrictions  on  Networks  3/7/95 

56.  IB  Acts  on  173  Earth  Station  Renewals  3/1/95 

57  Streamlines  Regulatory  Policies  to  Reflect  Interstate  Exchange  Competition  2/17/95 

58.  OET  Reinvention  2/16/95 

59.  CCB  Adopts  Expedited  Review  Process  for  Tariff  Filings  2/10/95 

60  Proposes  to  Streamline  Certification  to  Speed  up  Marketing  of  Computers  2/7/95 

61  Proposes  to  Simplify  Ex  Parte  Rules  2/7/95 

62  Amends  Rules  for  ITFS  2/7/95 

63.  FCC  Releases  Major  Reinventing  Government  Report  2/1/95 


Proposed 
• 


*For  a  complete  set  of  the  press  releases  referred  to  in  this  document,  contact  Ken  Johnson  at  418-1912. 

Summary 

*  Since  February  of  1995,  the  Commission  has  taken  63  administrative  actions  to  streamline  or  downsize 
its  functions.   46  of  those  actions  have  been  adopted,  and  17  have  been  proposed.   The  agency  has  been 
committed  to  reinventing  itself  in  accordance  with  the  President's  Reinventing  Government  initiative 
(See  item  #63). 

*  In  addition  to  the  administrative  items  undertaken  by  the  Commission,  the  Telecommunications  Act  of 
19%  also  enacted  21  streamlining  legislative  proposals  submitted  to  Congress  in  May  1995  by  the  FCC. 


QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

TELECOMMUNICATIONS  ACT  IMPLEMENTATION 


Question:  Your  testimony  references  the  Congressional  Budget  Office's  5-year  $62  million 
estimate  of  the  cost  to  the  FCC  of  implementing  the  Telecommunications  Act  Those  added  costs 
are  why  Senator  Hollings,  Senator  Stevens  and  others  were  successful  in  providing  $10  million 
toward  that  total  in  the  FY96  Commerce,  Justice,  State  Appropriations  bill.  If  your  FY97  Budget 
request  were  adopted  in  its  entirety,  how  much  of  the  $62  million  estimate  would  have  been  paid 
bytheendofFY97? 

Answer:  The  FY96  appropriation  for  the  FCC  included  $10  million  for  implementation  of  the 
Telecommunications  Act.  The  FY97  budget  request  for  the  Commission  includes  $12.5  million  to 
support  continued  implementation  of  the  Act.  If  the  Commission's  FY97  budget  request  is  approved, 
the  total  funds  allocated  for  support  of  Telecommunications  Act  implementation  through  the  end  of 


779 


FY97  would  total  $22.5  million.  All  funding  for  implementation  of  the  Telecommunications  Act  would 
be  offset  by  increases  in  regulatory  fees  paid  by  those  entities  benefitting  from  FCC's  expeditious 
handling  of  workload  mandated  by  the  Telecommunications  Act. 

Question:  The  FCC's  track  record  with  "temporary"  increases  is  not  a  good  one.  Much 
of  the  increased  staff  and  resources  needed  to  implement  the  1992  Cable  Act  remain.  If  the  FY97 
request  were  adopted,  the  FCC's  annual  budget  would  have  increased  by  more  than  65  percent 
above  the  FY93  budget  request.  What  steps  are  you  taking  to  ensure  that  these  temporary 
increases  needed  to  implement  the  Telecommunications  Act  are  indeed  temporary? 

Answer:  The  FCC  is  operating  under  an  implementation  plan  which  addresses  the  need  for 
timely  response  to  the  mandates  and  deadlines  of  Congress.  As  we  have  stated  in  our  budget  document 
we  are  utilizing  term  appointments  of  a  year  for  the  150  FTEs  requested.  All  of  the  new  staff  who  are 
being  hired  know  that  their  tenure  at  the  FCC  will  only  be  temporary.  Moreover,  wherever  possible  we 
are  using  the  contract  support  to  assist  in  handling  the  support  workload  which  is  anticipated  during  the 
next  18  months.  All  of  these  contracts  will  be  terminated  when  the  services  are  no  longer  needed. 

In  FY  1994.  the  Commission  with  the  authority  of  Congress  began  collecting  Regulatory  Fees 
to  offset  the  appropriated  funds  necessary  to  operate  the  FCC.  The  amount  of  funding  from  Regulatory 
Fees  credited  to  the  direct  appropriation  were  increased  in  fiscal  years  1995  and  1996,  and  are  proposed 
increase  again  in  FY97.  When  this  factor  is  considered,  the  Commission  in  fact  has  decreased  the  level 
of  appropriated  funds  required  to  operate  by  68%.  The  following  chart  illustrates  this  decrease: 

Dollars  in  Millions 


Total 

Direct 

Regulatory 

FY 

Appropriation 

Appropriation 

% 

Fees 

% 

1993 

$140.0 

$140.0 

100% 

$0 

0% 

1994 

$160.3 

$101.6 

63% 

$58.7 

37% 

1995 

$185.2 

$68.8 

37% 

$116.4 

63% 

1996 

$185.7 

$59.3 

32% 

$126.4 

68% 

1997 

$211.5" 

$59.0 

28% 

$152.5 

72% 

1    Includes  $19,000  in  one-time  costs  to  begin  relocation  of  headquarters  facilities  to  the  Portals. 
STREAMLINING  THE  FCC 

Question:  What  steps  are  you  taking  to  streamline  the  FCC? 

Answer:  When  I  first  became  Chairman  in  November  of  1993,  one  of  my  most  immediate 
priorities  was  reorganizing  and  streamlining  the  FCC  into  a  more  responsive  and  efficient  agency.  Soon 
after  beginning  my  Chairmanship,  I  appointed  a  special  counsel  to  oversee  the  agency's  reinvention, 
outfitted  the  agency  with  modern  communications  equipment  for  the  first  time  in  its  history,  undertook 
efforts  to  eliminate  application  backlogs,  and  reorganized  the  Commission  by  creating  bureaus  that 
parallel  the  five  lanes  of  the  information  highway;  broadcast,  wireless,  common  carrier,  satellite,  and 
cable.  Since  that  time,  the  agency  has  continually  redefined  its  duties,  discontinuing  outdated  regulations 
and  trimming  those  actions  that  can  be  done  more  efficiently. 

For  example,  the  FCC  released  its  reinventing  government  report  on  February  1 ,  1 995,  the  agency 
has  taken  an  additional  63  separate  streamlining  actions  that  will  enable  us  to  perform  our  duties  cheaper 
and  faster  (see  Appendix  B  in  prepared  statement).  Moreover,  the  FCC  also  offered  21  streamlining 
legislative  proposals  which  were  incorporated  into  the  Telecommunications  Act  of  1996,  which  will 
allow  us  to  forbear  from  regulating  classes  of  carriers  where  unnecessary;  to  use  non-governmental, 
independent  testing  labs  to  speed  up  the  radio  and  computer  equipment  authorization  process;  to  provide 
blanket  licensing  for  the  operation  of  radio  equipment  on  ships  and  aircraft;  to  repeal  mandatory  setting 
of  depreciation  rates  for  common  carriers;  and  to  privatize  inspection  of  ship  radio  stations  (see 
attachment  B). 

Actions  initiated  by  the  FCC  under  its  own  authority  include  adopting  use  of  the  Internet  and  the 
World  Wide  Web  to  help  the  public  keep  tabs  on  FCC  actions,  where  we  receive,  on  average,  38,000 
visits  to  our  Internet  site  daily.  We  estimate  that  it  would  require  the  services  of  almost  300  FCC  staff 
in  order  to  manually  distribute  the  information  now  routinely  accessed  through  the  Internet.  We  have 
offered  buyouts  and,  for  the  first  time  in  the  FCC's  history,  imposed  involuntary  separations  in  order  to 
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shift  resources  to  more  pressing  needs.  We  also  restructured  our  Compliance  and  Information  Bureau, 
downsizing  its  staff  and  auto-mating  a  number  of  field  offices  to  be  operated  from  headquarters.  Other 
streamlining  actions  included  eliminating  the  Commission  Review  Board,  implementing  new  software 
for  processing  applications  more  rapidly,  and  simplifying  our  ex  parte  rules. 

To  make  the  FCC  leaner  and  more  responsive  to  industry  and  the  public,  we  have  adopted  a 
number  of  measures  to  reduce  regulatory  burdens  and  to  make  it  easier  to  obtain  authorizations  of 
service.  Some  of  the  many  initiatives  we  have  taken  include:  Relieving  AT&T  of  international  and 
domestic  price  cap  regulation,  allowing  private  inspection  of  Great  Lakes  ships,  removing  Morse  Code 
requirement  for  GMDSS  vessels,  eliminating  tariff  filing  requirements  for  long  distance  companies, 
streamlining  broadcast  EEO  regulations,  repealing  Fin/Syn  and  PTAR  rules,  eliminating  section  214 
applications,  and  expanding  small  cable  system  rate  relief. 

The  Commission  is  dedicated  to  streamlining  its  functions  and  will  continue  to  do  so.  To  that 
end.  we  recently  adopted  a  Notice  of  Inquiry  seeking  suggestions  on  how  best  to  expedite  our  processes 
in  such  areas  as  procedures,  self-regulation,  paperwork,  and  privatization  of  functions,  which  we  expect 
will  help  further  streamline  our  operations  and  functions. 

OFFICE  OF  WORKPLACE  DIVERSITY 

Question:  Why  does  the  FCC  have  its  own  Office  of  Workplace  Diversity  separate  and 
apart  from  the  Equal  Employment  Opportunity  Commission?  What  is  the  annual  cost  in  dollars 
and  FTE  of  operating  this  office? 

Answer:  Under  Title  29.  Code  of  Federal  Regulations,  Part  1614,  each  agency  is  responsible 
for  implementing  and  administering  its  own  internal  equal  employment  opportunity  program.  The 
Office  of  Workplace  Diversity  has  that  program  responsibility  among  its  other  functional 
responsibilities. 

The  EEOC  is  primarily  responsible  for  enforcement  of  EEO  laws,  rules,  and  regulations  in 
private  sector  employment.  While  the  EEOC  has  certain  federal  sector  oversight  responsibilities,  its 
enforcement  responsibilities  do  not  overlap  the  FCC's  internal  EEO  program  activities  and 
responsibilities. 

The  current  staffing  level  of  OWD  is  four  FTEs;  three  professional  positions  and  one 
administrative  support  position.  Annual  salary  cost  is  approximately  $266,000. 

OFFICE  OF  COMMUNICATIONS  BUSINESS  OPPORTUNITIES 

Question:  Why  does  the  FCC  have  its  own  Office  of  Communications  Business 
Opportunities  which  appears  to  duplicate  Small  Business  Administration  functions?  What  is  the 
annual  cost  in  dollars  and  FTE  of  operating  this  office? 

Answer:  There  is  a  great  need  for  the  Office  of  Communications  Business  Opportunities 
(OCBO).  There  are  many  differences  between  the  purpose  and  functions  of  OCBO  and  SBA.  The 
departments  do  not  duplicate  each  other,  but  complement  each  other  in  providing  an  efficient  and 
effective  means  of  fostering  viable  participation  of  small  businesses  in  the  communications  industry. 

1 .  SBA  is  primarily  a  lending  program  which  provides  loans  to  small  businesses.  (Repeal  of  the 
SBA  "opinion  molder"  rule  in  1994  enabled  SBA  to  provide  loans  to  communications  services  up  to  $  1 
million  for  the  first  time.) 

OCBO  does  not  provide  loans  or  financial  support.  It  serves  as  a  general  resource  to  the  public 
and  small  businesses  for  information  about  financing  and  potential  resources  for  capital,  focusing  on 
how  legal  and  regulatory  changes  may  affect  capital  access.  OCBO  also  provides  information  and 
assistance  to  small  businesses  at  every  stage  of  their  development,  including,  but  not  limited  to, 
information  on  the  different  type  of  communications  services  available  and  regulatory  requirements,  not 
just  financing  information.  SBA  does  not  serve  this  function. 

OCBO  has  taken  the  lead  on  the  FCC's  work  in  establishing  the  Telecommunications 
Development  Fund,  authorized  by  Section  707  the  Telecommunications  Act  of  1996.  OCBO  is 
coordinating  the  Board  of  Directors  nominations,  facilitating  the  transfer  of  funds  from  the  auction 
account  to  TDF,  and  conducting  research  on  models  for  TDFs  services. 

TDF  will  be  an  independent  entity  controlled  by  a  7  member  Board  of  Directors;  4  from  the 
private  sector  and  3  from  the  government.  OCBO  will  support  the  FCC's  role  as  a  TDF  Board  Member. 

2.  SBA  is  not  involved  in  the  Commission's  internal  deliberations  on  policy  or  rulemakings  that 
enable  small  businesses  to  participate  in  these  services  in  the  first  place. 
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OCBO  is  directly  involved  from  an  early  stage  in  the  Commission's  internal  policy  deliberations 
and  rulemaking  process.  OCBO  addresses,  in  the  rulemaking  process,  the  specific  problems  and 
concerns  of  small  businesses,  including  minorities,  women  and  rural  companies  as  owners,  employees 
and  consumers  of  communications  services. 

3.  SBA  is  involved  in  FCC  rulemakings  only  through  the  occasional  submission  of  formal 
comments  after  proposed  rulemakings  have  been  issued. 

OCBO's  participation  in  rulemakings  from  their  inception  ensures  that  rules  which  will  create 
opportunities  for  fair  competition  by  small  businesses  are  featured  in  the  Commission's  public  proposals. 
Including  such  rules  at  an  early  stage  builds  business  opportunity  and  confidence  in  the  capital  markets 
who  invest  in  small  businesses. 

4.  SBA  does  no  outreach  to  small  businesses  to  encourage  their  comment  and  participation  in 
FCC  rulemakings. 

OCBO  ensures  that  small  businesses  and  public  interest  organizations  have  an  opportunity  to 
participate  in  the  notice  and  comment  stage  of  rulemakings  that  will  effect  them  directly.  Such 
organizations  often  do  not  have  timely  access  to  FCC  publications,  the  Federal  Register,  or  sophisticated 
Washington  counsel  to  inform  them  about  FCC  proceedings.  They  rely  on  OCBO's  frequent  mailings, 
broadcast  faxes  on  items  with  short  deadlines,  and  telephone  inquiries  to  OCBO,  to  find  out  about  the 
status  of  rulemakings  and  opportunities  to  make  their  concerns  known  to  the  Commission.  Examples 
of  OCBO  outreach  include  monthly  mailings  of  FCC  items  effecting  small  businesses  to  1 ,800  small 
enterprises.  In  addition,  OCBO  has  coordinated  conferences  to  inform  small  businesses  of  opportunities 
arising  from  FCC  proceedings.  In  March  19%,  OCBO  coordinated  "Auctions  *96",  regarding  the  services 
that  FCC  proposes  to  auction  this  year.  Over  400  small  businesses  from  around  the  country  attended  this 
conference.  In  March  1996,  OCBO  launched  its  Home  Page  on  the  World  Wide  Web.  As  of  the  end 
of  May,  the  OCBO  site  received  1,905  "hits"  or  visits.  It  has  become  a  valuable  resource  for  small 
businesses  seeking  information  about  the  FCC. 

5.  SBA  has  one  staff  member  with  expertise  in  telecommunications  policy.  As  reported  in 
SBA's  March  6  letter  to  Senator  Pressler,  SBA  has  a  single  staff  person  in  the  Office  of  Advocacy 
covering  major  telecommunications  issues.  "The  SBA  has  had  to  focus  selectively  on  certain 
proceedings  and  has  worked  very  effectively  with  the  FCC's  advocacy  staff  on  small  business  issues." 

OCBO's  staff  of  9  FTEs  is  better  equipped  than  SBA  to  address  the  multitude  of  rulemakings  and 
related  issues  that  may  effect  small  businesses.  This  is  particularly  true  since  the  passage  of  the 
Telecommunications  Act  of  1996,  which  will  open  up  competition  for  small  and  large  business.  In  fact, 
OCBO  is  the  communications  industry's  expert  on  issues  that  affect  small  businesses.  SBA  also  relies 
on  OCBO's  expertise  in  fulfilling  its  functions. 

6.  Chairman  Hundt  has  designated  OCBO  as  the  FCC's  primary  coordinator  of  the  Small 
Business  Regulatory  Enforcement  Fairness  Act  of  1996  (SBREFA),  recognizing  OCBO's  expertise  on 
small  business  issues  in  the  communications  industry.  The  internal  review  required  by  SBREFA  cannot 
be  performed  by  an  outside  agency  such  as  SBA. 

The  passage  of  SBREFA  in  March  1996  imposed  numerous  regulatory  reform  provisions  which 
will  significantly  affect  the  operation  of  the  Commission.  Specifically,  all  rulemakings  including  those 
required  to  implement  the  Telecommunications  Act  of  1996,  require  a  more  extensive  regulatory 
flexibility  analysis  (RFA).  This  analysis  includes,  inter  alia,  the  description,  number  of  small  entities 
and  the  significant  economic  impact  on  small  entities  of  FCC  proposals  or  decisions.  SBREFA  also 
requires  the  FCC  to  issue  "small  entity  compliance  guides"  for  all  rules  for  which  a  final  RFA  statement 
is  required. 

OCBO  will  review  all  rulemakings  and  orders  to  ensure  that  the  regulatory  flexibility  analysis 
(which  is  now  subject  to  judicial  review)  complies  with  the  expanded  requirements  of  SBREFA.  OCBO 
will  also  work  with  all  Bureaus  and  Offices  to  develop  compliance  guides,  and  to  ensure  that  small 
business  concerns  regarding  compliance  are  handled  expeditiously.  Although  the  SBA  will  provide 
general  guidance  to  the  FCC  and  all  federal  agencies  on  SBREFA,  it  will  be  OCBO's  responsibility  to 
ensure  the  statute  is  implemented  in  each  of  the  Commission's  proposed  and  final  rulemakings  and 
orders.  OCBO  will  work  closely  with  SBA  in  preparing  the  report  to  Congress  on  FCC  implementation 
of  SBREFA. 

OFFICE  OF  ENGINEERING  AND  TECHNOLOGY 

Question:  Why  does  the  FCC  maintain  its  own  Office  of  Engineering  and  Technology? 
These  functions  appear  to  duplicate  efforts  at  the  National  Institutes  of  Standards  and  Technology 
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and  the  National  Telecommunications  and  Information  Administration  with  the  Department  of 
Commerce.  What  is  the  annual  cost  in  dollars  and  FTE  of  operating  this  office? 

Answer:  The  Office  of  Engineering  and  Technology  (OET)  is  a  relatively  small  office  of 
engineers,  scientists,  and  other  professionals  and  support  staff  within  the  Commission.  OET  serves  as 
the  focal  point  for  the  Commission's  engineering  and  scientific  activities,  much  as  our  General  Counsel's 
office  serves  as  the  focal  point  for  its  legal  activities.  OET  serves  as  an  independent  arbiter  with  regard 
to  technical  matters  which  may  affect  the  constituencies  of  the  various  other  bureaus  within  the 
Commission.  OET  has  direct  responsibilities  for  certain  areas  such  as  spectrum  management,  technical 
standards,  experimental  licenses  and  equipment  authorization.  OET,  for  example,  prepares  the 
Commission's  rule  makings  that  allocate  the  radio  frequency  spectrum  for  new  communications  services. 

One  particularly  noteworthy  example  of  OET's  spectrum  management  efforts  were  its  activities 
relating  to  the  "recovery"  of  spectrum  for  new  emerging  technologies.  These  activities  have  led  directly 
to  the  establishment  and  implementation  of  the  new  Personal  Communications  Service  (PCS).  PCS 
auctions,  as  you  are  aware,  have  generated  thus  far  over  $19  billion  in  new  revenue  for  the  U.S. 
Treasury  and  are  a  direct  result  of  the  excellent  spectrum  management  work  done  by  OET.  As 
mentioned  in  my  testimony,  OET  has  also  identified  spectrum  and  proposed  rule  changes  to  provide  new 
business  opportunities  for  the  development  of  new  unlicensed  services,  such  as  high  speed  wireless 
access  to  the  Internet  and  the  use  of  millimeter  wave  spectrum  above  40  GHz  for  highway  collision 
avoidance  systems. 

OET  serves  as  an  essential  resource  that  is  available  to  work  on  a  variety  of  specific  engineering 
issues.  This  resource  is  an  efficient  means  to  address  a  wide  variety  of  complex  technical  issues.  For 
example,  OET's  unique  technical  expertise  in  spectrum  allocations  made  it  best  suited  to  develop  the 
table  of  channel  allocations  for  new  digital  TV  services.  OET's  experience  with  testing  television 
technology  made  it  the  appropriate  choice  to  oversee  tests  of  the  new  digital  TV  standard  performed  at 
the  Advanced  Television  Test  Center  that  evaluated  the  new  digital  television  standard. 

OET  is  providing  engineering  analysis  and  support  for  a  variety  of  actions  called  for  under  the 
Telecommunications  Act  of  1 996,  such  as  development  of  RF  exposure  standards  for  radio  transmitters 
and  preparation  of  recommendations  for  ensuring  that  the  disabled  have  access  to  communications 
services.  The  Office  is  providing  a  lead  role  in  evaluating  the  technical  issues  of  interference  between 
new  digital  wireless  communications  technologies  and  hearing  aids  and  other  medical  devices. 

The  functions  performed  by  the  Commission  do  not  duplicate  those  of  the  National 
Telecommunications  and  Information  Administration  (NTIA).  While  it  is  true  that  NTIA  performs 
spectrum  management  functions,  its  activities  are  focused  on  radio  services  used  by  the  federal 
government.  In  contrast,  the  FCC  and  OET  have  responsibility  with  regard  to  spectrum  management 
for  radio  services  used  by  the  private  sector.  The  interests  of  federal  government  and  private  sector  users 
of  the  spectrum  are  often  at  odds.  It  is  therefore  appropriate  that  each  constituency  have  a  separate 
agency  representing  its  interests. 

The  FCC's  activities  also  do  not  duplicate  those  of  the  National  Institute  of  Standards  and 
Technology  (NIST).  NIST  has  broad  and  general  responsibilities  to  advance  and  support  standards 
activities.  The  FCC  is  a  regulatory  agency  having  specific  responsibilities  in  the  area  of  communications 
services  and  equipment.  The  Commission  normally  establishes  only  minimal  mandatory  standards 
necessary  to  control  radio  interference  and  relies  on  the  private  sector  to  develop  compatibility  and  other 
standards.  In  some  cases,  such  as  digital  television  services,  it  may  be  appropriate  to  establish  more 
detailed  mandatory  standards  for  a  limited  period  of  time.  In  any  event,  the  Commission's  actions  with 
regard  to  mandatory  standards  occur  in  the  context  of  rule  making  proceedings.  The  Commission's 
engineering  staff  independently  analyzes  the  arguments  and  makes  recommendations  that  enable  the 
Commission  to  arrive  at  well-reasoned  decisions. 

The  FCC  works  closely  with  NTIA  and  NIST  on  many  issues.  We  believe  the  activities  and 
expertise  of  the  three  agencies  complement  rather  than  conflict  or  overlap  each  other.  For  example,  our 
International  Bureau  and  OET  are  working  closely  with  NIST  to  negotiate  mutual  recognition 
agreements  for  testing  and  approval  of  telecommunications  products  with  Europe  and  other  regions  of 
the  world.  We  believe  that  NIST's  special  expertise  in  the  areas  of  laboratory  accreditation  and  the 
FCC's  expertise  in  standards,  measurements  and  approval  processes  for  telecommunications  products 
have  led  and  will  lead  to  better  international  agreements  and  arrangements  for  the  U.S.  public  and 
industry. 
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OETs  total  budget  for  FY  1996  is  $7,699,597.  This  includes  an  operating  budget  of  $217,803 
and  $7,48 1 ,794  in  personnel  compensation  and  benefits.  OET  currently  has  93  FTEs  on  board  and  has 
been  allocated  2  additional  FTEs  for  new  Telecommunications  Act  related  activities  for  a  total  of  95 
FTEs  for  FY  1996. 

STREAMLINING  THE  FCC 

Question:  Your  testimony  mentions  your  efforts  to  reduce  the  processing  time  for  several 
types  of  applications.  Earlier  this  year,  the  Committee  approved  your  recommendation  to 
eliminate  the  Review  Board  as  a  duplicative  step  in  the  FCC's  decision-making  process.  Given  all 
the  demands  placed  on  the  FCC  what  other  steps  do  you  plan  to  take  to  streamline  the  FCC's 
decision-making  process?  Do  you  plan  to  increase  the  frequency  of  FCC  meetings? 

Answer:  As  part  of  its  effort  to  streamline  Commission  procedures,  in  May,  1995,  the 
Commission  made  a  number  of  legislative  proposals.  In  enacting  the  1996  Telecommunications  Act, 
Congress  included  21  of  these  Commission  proposals  including,  for  example,  authorizing  the 
Commission  to  forbear  from  regulating  classes  of  telecommunications  carriers  or  services  where 
unnecessary  to  protect  the  public  interest,  authorizing  the  Commission  to  extend  radio  and  television 
license  terms  to  8  years  each,  and  simplifying  the  broadcast  license  renewal  process.  A  full  list  is 
provided  in  the  attached  news  release.  The  Commission  has  already  implemented  several  of  these 
statutory  changes.  For  example,  by  order  released  on  April  12,  1996,  the  Commission  amended  its  rules 
implementing  the  broadcast  license  renewal  procedures  provisions  of  Sections  204(a)  and  204(c)  of  the 
Telecommunications  of  1996.  See  Order,  FCC  96-172,  released  April  12,  1996.  In  addition,  on  May  17, 
1996,  the  Commission's  Common  Carrier  Bureau  issued  a  Public  Notice  requesting  suggestions  for 
specific  regulatory  programs,  rules  or  requirements  concerning  telecommunications  carriers  or  services 
with  respect  to  which  the  Commission  should  exercise  its  forbearance  authority.  See  Public  Notice, 
"Common  Carrier  Bureau  Seeks  Suggestions  on  Forbearance."  The  Commission  has  also  issued  a 
Notice  of  Proposed  Rulemaking  seeking  comment  on  its  proposal  to  extend  the  license  terms  for 
broadcasters  to  eight  years.  See  Notice  of  Proposed  Rulemaking,  MM  Docket  No.  96-90,  released  April 
12,  1996.  Other  recent  efforts  to  streamline  our  processes  include  for  example,  the  Wireless  Bureau's 
efforts  to  expand  electronic  filing  and  the  Commission's  efforts  to  streamline  procedures  for  antenna 
registration  and  maintenance. 

The  Commission  has  also  taken  steps  to  streamline  its  procedures  for  implementation  of  the 
Telecommunications  Act  of  1996.  In  a  Public  Notice  released  March  1,  1996,  the  Commission  set  out 
a  series  of  steps  it  was  taking  in  this  regard,  including,  for  example,  setting  shorter  comment  and  reply 
comment  periods,  strictly  enforcing  its  rule  that  extensions  of  time  for  filing  comments  and  reply 
comments  will  generally  not  be  granted,  and  imposing  page  limits  on  certain  comments  and  reply 
comments.  See  Public  Notice,  "Commission  Announces  Streamlined  Procedures  for  Rulemaking 
Proceedings  Implementing  Telecommunications  Act  of  1996." 

To  encourage  input  from  the  public  on  ways  to  streamline  the  Commission's  processes  further, 
on  February  1 4,  1 996,  the  Commission  released  a  Notice  of  Inquiry  on  ways  that  the  Commission  could 
improve  its  processes.  The  Commission  is  currently  considering  the  suggestions  made  in  that 
proceeding.  One  suggestion  that  was  raised  repeatedly  in  the  Streamlining  proceeding  was  that  the 
Commission  should  allow  more  electronic  filing.  The  Commission's  staff  is  working  to  make  electronic 
filing  a  reality.  For  example,  the  Commission  has  allowed  the  filing  of  comments  on  diskette  in  a 
number  of  proceedings  implementing  the  Telecommunications  Act  of  1996.  The  Commission's  staff 
has  also  facilitated  faster  access  to  Commission  and  staff  orders  by  placing  such  documents  (and  other 
information)  on  the  Internet.  In  addition  to  the  NOI  on  Streamlining,  the  Commission's  staff,  in  each 
of  the  Bureaus,  has  been  working  with  representatives  of  the  Federal  Communications  Bar  Association 
(FCBA)  to  identify  ways  of  further  streamlining  the  Commission's  decision-making  processes.  For 
example,  in  response  to  a  recommendation  from  the  FCBA,  the  Commission's  Wireless  Telecommunica- 
tions Bureau  issued  a  Public  Notice  clarifying  certain  filing  and  notification  requirements  for  cellular 
licensees.  See  Public  Notice,  "Wireless  Telecommunications  Bureau  Clarifies  Existing  Rules  and 
Commits  to  Comprehensive  Review  of  Practices  and  Public  Access  to  Information."  In  addition,  in 
response  to  a  recommendation  from  the  FCBA's  Mass  Media  Practice  Committee,  the  Commission's 
Mass  Media  Bureau  made  available  on  its  World  Wide  Web  page  on  the  Internet  status  reports  for 
pending  applications  for  certain  construction  permits  and  staff  decision  letters  addressing  issues  of 
general  interest.  See  Public  Notice,  "Audio  Services  Division  Information  Available  on  the  Internet." 
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The  Commission  is  also  taking  steps  to  encourage  parties  and  attorneys  who  participate  in  FCC 
proceedings  to  assist  it  in  its  efforts  to  streamline  Commission  processes.  In  an  effort  to  speed-up  its 
decision-making  processes,  on  February  9,  1996,  the  Commission  released  a  Public  Notice  reminding 
parties  to  its  proceedings  and  their  attorneys  that  the  Commission's  rules  prohibit  the  filing  of  frivolous 
pleadings  or  pleadings  filed  for  the  purpose  of  delay  in  proceedings  before  the  Commission  or  its  staff. 
See  Public  Notice,  "Commission  Taking  Tough  Measures  Against  Frivolous  Pleadings."  The 
Commission  warned  that  it  intended  to  utilize  fully  its  authority  to  discourage  and  deter  the  filing  of  such 
pleadings  and  impose  appropriate  sanctions  where  such  pleadings  were  filed.  Such  sanctions  include 
the  authority  to  strike  frivolous  pleadings  pursuant  to  47  C.F.R.  §  1 .52  or  other  applicable  rules  and  to 
issue  forfeitures  under  47  U.S.C.  §  503.  In  addition,  the  Commission  encouraged  all  Bureaus  and 
Offices  to  refer  to  the  Office  of  General  Counsel  under  seal  incidents  of  attorneys  who  are  found  to  have 
filed  frivolous  pleadings  in  violation  of  47  C.F.R.  §  1 .52.  The  General  Counsel  will  determine  the 
appropriate  action  to  be  taken  which  might  include,  censure,  suspension  or  disbarment  of  attorneys 
practicing  before  the  Commission,  referring  the  matter  to  the  appropriate  state  bar,  or  consulting  with 
the  Department  of  Justice.  We  believe  that  taking  tough  action  against  the  filing  of  frivolous  pleadings 
will  help  to  speed  up  the  Commission  decision-making  processes. 

We  intend  to  continue  to  work  creatively  to  streamline  our  processes  and  better  serve  the  public. 

With  respect  to  Commission  meetings,  the  Commission  has  been  stepping  up  the  pace  of  its 
meetings.  In  both  June  and  July  for  example,  the  Commission  has  scheduled  two  meetings  per  month 
rather  than  the  usual  one. 

RELOCATION  STATUS 

Question:  What  is  the  legal  status  of  the  requested  $40  million  relocation  of  FCC 
headquarters? 

Answer:  The  lease  which  GSA  executed  with  Republic  Properties  states  that  the  leased  space 
must  be  ready  for  initial  occupancy  no  later  than  eighteen  (18)  months  from  the  commencement  of 
construction,  and  all  of  the  space  must  be  ready  for  complete  occupancy  no  later  than  seven  (7)  months 
from  initial  occupancy.  Commencement  of  construction  began  in  May  1996,  and  we  have  just  been 
advised  by  GSA  the  initial  occupancy  will  not  occur  as  originally  stated  for  July  1997.  Initial  occupancy 
is  now  slated  around  November  1997,  and  the  complete  occupancy  would  therefore  occur  by  June  1998. 
This  is  all  predicated  upon  Republic  maintaining  their  construction  schedule  and  no  occurrences  of 
delay.  Due  to  the  information  we  just  received  from  GSA  changing  our  expected  initial  occupancy  date, 
we  revised  the  total  costs  we  need  for  fiscal  year  1997  from  $30  million  to  $19  million.  The  difference 
of  $1 1  million  will  be  deferred  from  our  fiscal  year  1997  requirements  into  fiscal  year  1998.  We  still 
estimate  $40  million  total  will  be  required  to  completed  the  relocation  to  the  Portals.  The  $19,000 
represents  the  minimum  amount  of  funding  necessary  to  proceed  with  the  project.  Failure  to  appropriate 
the  funding  at  this  revised  level  will  require  the  Agency  to  reject  the  space  assignment  to  the  Portals. 
Funds  are  not  available  to  reprogram  to  address  this  initiative. 


PRIORITY  OF  REQUESTED  INCREASES 

Question:  How  would  you  prioritize  the  requested  increases  for  the  FCC  in  terms  of  both 
money  and  additional  personnel? 

Answer:  The  Commission's  request,  as  revised,  for  decreased  relocation  costs  in  FY  1997,  can 
be  prioritized  into  three  areas  critical  to  the  effective  operations  of  the  Commission.  These  three  areas 
of  funding  in  priority  order  include: 

1 .  Funding  for  uncontrollable  cost  increases  to  provide  for  proposed  pay  raise  and  locality  pay 
adjustments  and  associated  increases  to  the  cost  of  benefits,  as  well  as,  inflationary  increases  to  cover 
the  non-compensation  operating  accounts  for  travel,  rents,  utilities,  and  contracts  ($4,306,000). 

2.  Funds  to  annualize  the  full  year  compensation  and  benefits  costs  of  the  150  limited  term 
positions  hired  in  FY  1996,  as  well  as  funding  to  provide  for  critical  contract  support  and  analysis 
necessary  to  continue  implementation  of  the  Telecommunications  Act.  No  additional  staff  beyond  150 
positions  to  be  hired  in  FY  1996  has  been  requested  in  the  FY  1997  Budget  ($2,523,000). 

3.  Funds  to  begin  the  relocation  of  Headquarters  facilities  to  the  Portals  ($19,000,000). 
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ATTACHMENT  B 


Executive  Summary  of  Federal  Communications  Commission 

1995  Legislative  Streamlining  Proposals  Enacted  Into  Law  bv  S.  652. 

Telecommunications  Act  of  1996 

February  8,  1996 


Cable  Services  Bureau 

I        Chance  in  the  Definition  of  a  'Cable  Svstem"  and  SMATV  Svstems.    (Sec.  602(7)<B)  of 
the  Communications  Act  of  1934.  as  amended)  (Hereafter  just  the  amended  statutory  section 
is  cited.)   Excludes  from  the  definition  of  a  "cable  system"  not  only  commonly-owned,  but 
also  separately-owned  dwellings  interconnected  by  wires  which  do  not  cross  public  rights-of- 
way.    This  will  promote  the  growth  of  wireless  cable  and  SMATV  systems  as  competitors  to 
cable  systems  by  substantially  reducing  the  costs  of  expanding  such  systems.    (See  S.  652. 
Sec.  301(a)(2).  p.  62.*) 

2.       Cable  "Anti-Trafficking".   (Sec.  617)   Deletes  the  "anti-trafficking"  provision  of  the 
Cable  Act  of  1992  to  allow  for  the  free  sale  of  cable  systems.   This  removes  an  unneeded 
burden  to  a  free-market,  competitive  environment  for  the  cable  television  industry.   (See 
S.  652.  Sec.  301(i),  p.65.) 

Common  Carrier  Bureau 

3        Forbearance  Authority.   (New  Sec.    10)   Authorizes  the  FCC  not  to  regulate  classes  of 
telecommunications  carriers  or  services  where  unnecessary  to  protect  the  public  interest.    This 
will  enable  the  FCC  to  forbear  from,  and/or  streamline,  regulation,  e.g..   by  eliminating  the 
tariff  filing  requirement  for  non-dominant  long  distance  carriers  such  as  MCI  and  Sprint. 
This  will  save  resources,  reduce  paperwork,  increase  efficiency,  and  promote  competition. 
(See  S.  652.  Sec.  401,  p.  76.) 

4.  Physical  Collocation  for  Expanded  Interconnection.   (New  Sec.  251(c)(6))   Authorizes 
the  FCC  to  require  physical  collocation  for  expanded  interconnection.    Requires  FCC 
regulations  to  provide  for  actual  collocation  of  equipment  necessary  for  interconnection  at  the 
premises  of  a  local  exchange  carrier.  (LEO  or  virtual  collocation  if  the  LEC  demonstrates 
that  actual  collocation  is  not  practical  for  technical  reasons  or  if  space  is  limited.  This  will 
permit  the  FCC  to  require  the  local  exchange  telephone  carriers  to  open  their  central  offices  to 
the  equipment  of  competitors.   (See  S.  652.  Sec.  101(a).  p.  9.) 

5.  Depreciation  Rates.     (Sec.  220(b))   Repeals  mandatory  FCC  setting  of  depreciation  rates 
for  common  carriers.    This  gives  the  FCC  greater  flexibility  if  it  determines  that  setting 
depreciation  rates  for  some  or  all  telecommunications  carriers  no  longer  serves  the  public 
interest.    (See  S.  652.  Sec.  403(d).  p.  78.) 

h        L'se  of  Independent  Auditors.    (Sec.  220(c))    Authorizes  the  FCC  to  use  independent 
auditors  to  augment  its  carrier  audit  program.    Commission  hiring  of  its  own  independent 
auditors  will  enable  the  FCC  more  fully  to  examine  carrier  audits.    This  proposal  also  saves 
mone>  by  reducing  the  additional  staff  auditors  the  FCC  would  have  to  hire  to  scrutinize  the 
audits  of  the  carriers'  independent  auditors.    (See  S.  652.  Sec.  403(e).  p.  78.) 

Regulation  of  Pole  Attachments.    (Sec.  224)    Precludes  utilities  from  favoring  one 
competitive  entity  over  another  in  obtaining  pole  attachment  agreements  and  in  pole 
attachment  rates  and  practices.    This  will  help  assure  non-discrimination  in  the  provision  of 
pole  attachment  space  as  competine  telecommunications  services  proliferate.  (See  S.  652.  Sec. 
703.  p.  Q8.) 
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Compliance  and  Information  Bureau 

8.  Privatization  of  Ship  Radio  Inspections.   (Sees.  362(b).  385)   Authorizes  the  FCC  to 
use  private  entities  to  conduct  inspections  of  ship  radio  stations  and  broadens  the  FCC's 
authority  to  waive  the  now  required  annual  ship  radio  station  inspection.  This  will  provide 
more  flexibility  in  scheduling  the  required  annual  inspection  for  U.S.  ships  operated 
domestically    It  also  will  save  the  Commission  staff  and  travel  resources,  improve  inspection 
service  to  the  maritime  industry,  and  promote  private  sector  jobs.  (See  S.  652.  Sec.  403(n)- 
loi.  p.  80.) 

Mass  Media  Bureau 

9.  Extension  of  Broadcast  License  Term.     (Sec.  307(c))  Extends  radio  and  TV  license 
terms  to  8  years  each.    This  will  reduce  costs  both  for  the  broadcasting  industry  and  the 
Commission.   (See  S.  652.  Sec.  203.  p.  59.) 

10      Expedited  Processing  of  Instructional  Television  Fixed  Service  Applications. 
(Sec.  5(c)(1))   Expedites  processing  of  ITFS  applications  by  allowing  staff  (rather  than 
Administrative  Law  Judges  or  the  full  Commission)  to  issue  decisions  in  routine,  paper 
hearings  in  comparative  ITFS  cases.    This  will  streamline  agency  processes  thereby  expediting 
new  or  improved  ITFS  service.   (See  S.  652.  Sec.  403(c),  p.  78.) 

11.  Modification  of  Construction  Permit  Requirement.   (Sec.  319(d))  Modifies  the 
prohibition  against  the  Commission  waiving  the  requirement  for  a  broadcast  construction 
permit  for  minor  modifications  to  broadcast  stations.    This  proposal  eliminates  the  essentially 
duplicative  process  of  filing  separately  for  both  a  CP  and  license  in  instances  where 
elimination  of  the  CP  requirement  will  create  little  or  no  potential  for  interference.    (See  S. 
652.  Sec   403im>.  p   80  > 

12.  Limitation  on  Silent  Station  Authorizations.  (New  Sec.  312(g))     Provides  that  a  license 
authorization  for  a  station  silent  for  one  year  automatically  cancels.    This  will  save 
Commission  resources,  eliminate  undue  protection  of  non-operational  stations,  and  allow 
operational  stations  greater  flexibility  in  changing  frequencies  and  upgrading  facilities.    (See 
S.  652.  Sec.  403(1).  p.  80.) 

13.  Simplification  of  Broadcast  License  Renewal  Process.     (New  Sec.  309(k))   Simplifies 
the  broadcast  license  renewal  process  by  establishing  a  two-tiered  process:    first,  the 
incumbent  licensee's  performance  during  the  preceding  license  term  will  be  compared  only 
against  statutory  standards  and  not  against  any  competing  applications,  and  second,  the 
renewal  application  will  be  automatically  granted  if  the  statutory  standards  are  met  or 
exceeded,  or  designated  for  hearing  and  possibly  opened  to  competing  applications  if  the 
standards  are  not  met.    This  will  streamline  broadcast  license  renewal  procedures,  eliminating 
the  costly  process  for  both  the  agency  and  licensees  of  considering  competing  applications  to 
a  renewal  application  even  though  the  incumbent's  performance  has  been  in  compliance  with 
Commission  standards.    (See  S.  652.  Sec.  204.  p.  60.) 

Office  of  Engineering  and  Technology 

14      Delegation  of  Equipment  Testing  and  Certification  to  Private  Labs.   (New  Sec.  302(e)) 
Authorizes  the  use  of  private,  independent  testing  labs  to  test  and  certify  radio  equipment  to 
ensure  compliance  with  technical  standards  for  radio  frequency  (RF)  emissions.   This  will 
permit  a  reduction  in  the  number  of  persons  engaged  in  equipment  testing  with  no  adverse 
impact  on  the  Commission's  role  in  ensuring  that  RF  emitting  devices  are  safe.    (See  S.  652. 
Sec.  403(f).  p.  79.) 

Office  of  General  Counsel 

15.     Making  License  Modification  Uniform.    (Sec.  303(0)   Eliminates  the  public  hearing 
requirement  concerning  changes  in  the  frequencies,  authorized  power,  or  times  of  operation  of 
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any  station  so  that  the  written  procedure  provisions  of  Section  316  will  uniformly  apply  to 
any  appropriate  modifications  of  broadcast  authorizations.    This  will  potentially  save  money 
and  increase  efficiency  by  eliminating  the  need  for  any  individual  public  hearings  that  would 
be  required  by  existing  Section  303(f)  ol  (he  Act.   (See  S.  652.  Sec.  403(g).  p.  79.) 

Office  of  Managing  Director 

16.  Auction  Funding  Availability.  (Sec.  309(j)(8)(B))  Amends  the  competitive  bidding 
provisions  of  the  Communications  Act  to  provide  the  FCC  with  more  flexibility  in  the 
collection  and  use  of  auction  funds  by  authorizing  auction  collections  to  remain  available  until 
expended.   This  will  permit  the  FCC  to  use  funds  in  any  year  to  reimburse  itself  for  the  cost 
of  conducting  the  auctions.    (See  S.  652.  Sec.  710(c).  p.  110.) 

Wireless  Telecommunications  Bureau 

17.  Permit  Operation  of  Domestic  Ship  and  Aircraft  Radios  Withour  License.    (Sec.  307(e)) 
Permits  the  FCC  to  authorize  by  rule  rather  than  through  individual  licensing  the  operation  ot' 
radio  equipment  on  domestic  ships,  aircraft,  and  in  some  personal  radio  services  such  as  the 
citizens  band  and  radio  control  services   This  will  streamline  the  process  for  placing  radio 
equipment  in  operation  by  eliminating  the  need  to  obtain  specific  licensing  authority.  This 
amendment  alone  will  eliminate  over  120.000  applications  for  radio  station  licenses  each  year. 
(See  S.  652.  Sec.  403(i).  p.  79.) 

18.  Automated  Ship  Distress  and  Safety  Svstems.   (New  Sec.  365)   Authorizes  the  FCC  to 
fully  implement  the  Global  Maritime  Distress  and  Safety  System  (GMDSS)  by  giving  the 
agency  authority  to  relieve  cargo  vessel  owners  from  the  burden  of  current  domestic  radio 
equipment  carriage  requirements.    This  will  enhance  world-wide  competition  in  the  shipping 
industry  by  eliminating  a  requirement  now  generally  applicable  only  to  United  States  ships. 
(See  S.  652.  Sec.  206.  p.  61.) 

19      Modification  of  .Amateur  Radio  Examination  Procedures.   (Sec.  4(0(4))    Eliminates 
unnecessary  conflict-of-interest  provisions  for  publishers  and  equipment  manufacturers  to 
broaden  the  category  of  those  authorized  to  administer  amateur  radio  service  examinations  and 
eliminates  burdensome  record  maintenance  and  annual  financial  certification  requirements 
This  amendment  will  also  eliminate  numerous  filings  with  the  Commission.    (See  S.  652.  Sec. 
403(a).  p.  78.) 

20.  Expedited  Licensing  for  Fixed  Microwave  Services.     (Sec.  309(b)(2))    Expedites 
processing  of  microwave  applications  by  eliminating  requirement  that  such  applications  be 
placed  on  at  least  30  days  public  notice  prior  to  grant.   This  will  streamline  processing  by 
eliminating  the  delay  in  granting  licenses  caused  by  the  mandatory  public  notice  period. 
(Generally,  these  applications  are  not  contested  or  could  be  petitioned  against  after  the  grant, 
so  there  is  no  need  for  a  pre-grant  public  notice.)   (See  S.  652,  Sec.  403(j).  P-  79.) 

21.  Government-Owned  Stations.    (Sees.  305(b).  382(2))   Eliminates  FCC  jurisdiction  over 
ship  radios  belonging  to  other  government  agencies  such  as  the  Department  of  Transportation 
and  the  Panama  Canal  Zone  Authority.    This  eliminates  a  duplication  of  effort  between  the 
FCC  and  other  Federal  Government  agencies  by  eliminating  the  need  for  the  FCC  to  revieu 
the  operations  of  vessels  operated  by  other  agencies.   (See  S.  652.  Sec.  403(h),  p.  79.) 


Page  references  are  to  S.Rept.  104-230.  104th  Cong..  2nd  Sess.  (1996). 
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NEWS  RELEASE 

February  8.  1996 

TELECOMMUNICATIONS  ACT  OF  1996  ENACTS  21  PROPOSALS 
TO  "REINVENT"  AGENCY 

The  Telecommunications  Act  of  1996,  signed  into  law  today  by  President  Clinton, 
includes  21  legislative  proposals  the  Commission  submitted  to  Congress  in  May  1995  as  part 
of  the  FCC's  ongoing  "Reinventing  Government"  initiative. 

When  the  Commission  first  transmitted  its  legislative  proposals  to  the  Congress  in 
May  199S.  the  five  FCC  Commissioners  noted  in  their  transmittal  letter  that  nearly  all  of  the 
FCC's  proposals  "are  deregulatory  or  pro-competitive  in  nature  in  that  their  enactment  will 
eliminate  certain  Commission  functions,  privatize  other  responsibilities,  reduce  regulatory 
burdens  on  industry,  increase  telecommunications  competition,  save  agency  resources,  or 
otherwise  streamline  agency  processes." 

The  21  FCC  proposals  now  enacted  into  law.  for  example,  will: 

o  Authorize  the  FCC  to  forbear  from  regulating  classes  of  telecommunications 
carriers  or  services  where  unnecessary  to  protect  the  public  interest; 

o  Provide  blanket  licensing  for  the  operation  of  radio  equipment  on  ships  and  aircraft, 
eliminating  annually  over  120.000  separate  license  applications  and  related  fees; 

o  Authorize  the  use  of  non-governmental,  independent  testing  labs  to  test  and/or 
certify  radio  and  computer  equipment,  speeding  up  the  equipment  authorization  process; 

o  Streamline  the  license  renewal  process  for  broadcast  licensees; 

o  Privatize  FCC  inspection  of  ship  radio  stations; 

o  Repeal  mandatory  FCC  setting  of  depreciation  rates  for  common  carriers; 

o  Expedite  the  processing  of  applications  for  Instructional  Television  Fixed  Service 
(ITFS);    and 

o  Eliminate  the  duplicative  filings  currently  required  for  both  a  construction  permit 
and  an  operating  license  before  a  broadcast  station  can  make  even  minor  modifications  in  us 
facilities. 

These  FCC  legislative  proposals  and  others  were  first  highlighted  in  a  summary  of 
FCC  staff  legislative  proposals  released  on  February  1.  1995.  as  Appendix  A  to  a 
Reinventing  Government"  report  by  Mary  Beth  Richards.  Special  Counsel  to  the 
Commission  for  Reinventing  Government.   The  report  was  entitled  Report  to  the 
Commissioners:    Creating  a  Federal  Communications  Commission  for  the  Information  Age 
That  report  also  summarized  in  an  Appendix  B  35  other  FCC  staff  proposals  to  further 
streamline  and  deregulate  which  can  be  carried  out  under  existing  legislative  authority.   The 
Commission  has  already  implemented,  or  is  in  the  process  of  implementing,  many  of  these 
administrative  streamlining  proposals. 

Attached  is  an  Executive  Summary  of  the  FCC's  1995  Legislative  Proposals  now 
enacted  into  law  by  S.  652,  with  section  number  and  page  citations  to  S.  652.  S.  Rept.  No. 
104-230.  January  31.  1996.  104th  Cong..  2nd  Sess.  (1996).   The  legislative  proposals  are 
also  organized  by  the  FCC  bureaus  and  offices  which  first  recommended  the  proposals  and 
are  now  expected  to  implement  the  new  laws. 

For  more  information,  please  contact  Steve  Klitzman,  Associate  Director,  FCC  Office 
of  Legislative  and  Intergovernmental  Affairs,  at  202-418-1900. 


789 


U.S.  ARMS  CONTROL  AND  DISARMAMENT  AGENCY 
PREPARED  STATEMENT  OF  JOHN  D.  HOLUM.  DIRECTOR 


INTRODUCTION 


Mr  Chairman.  I  ask  that  you  consider  the  President's  Fiscal  Year  1997  budget  request  for  the 
Arms  Control  and  Disarmament  Agency  (ACDA)  in  the  following  context 

The  danger  to  the  American  people  from  weapons  of  mass  destruction  is  growing    Because  of 
that.  ACDA's  work  also  is  growing  --  even  more  so  because  President  Clinton  and  the  Congress 
ha\e  assigned  us  proportionately  greater  responsibilities  for  the  mission  of  reducing  these  and 
other  threats  to  the  United  States 

We  are  only  in  the  early  stages  of  taking  down  the  overarmament  of  the  Cold  War    ACDA  leads 
IS  implementation  of  the  START  Treaty  —  which  involves  continuous,  intense  negotiation,  to 
make  sure  agreed  reductions  are  verifiably  made    It  is  not  in  U  S  security  interests  to 
shortchange  START  implementation 

START  II  still  has  to  be  ratified  in  Russia,  and  then  implemented,  adding  another  task 
Meanwhile,  our  arms  control  agenda  with  Russia  has  broadened  to  include  controls  over  surplus 
Russian  nuclear  expertise  and  materials  that  could  help  rogue  states  or  terrorists  make  a  bomb. 
We  must  also  press  Russia  to  fulfill  its  obligations  on  chemical  and  biological  arms 

These  important  U  S  -Russia  issues  are  being  overshadowed  by  the  danger  of  proliferation  to 
rogue  regimes  and  terrorists  around  the  world  As  many  as  40  countries  now  would  have  the 
technical  and  material  ability  to  develop  nuclear  weapons,  if  they  decided  to  do  so. 

More  than  15  nations  have  at  least  short  range  ballistic  missiles 

Some  20  countries  --  many  hostile  to  us  --  have  chemical  weapons  programs;  another  1 5  have  the 
capability  and  motivation    Iraq  has  shown  that  biological  weapons  are  also  attractive  to  outlaw 
governments  and  groups. 

Our  troops  could  face  biological  and  chemical  threats  in  battle.  But  these  are  also  suited  for 
terror,  as  we  saw  last  year  in  Tokyo's  subway  -  the  first  use  of  weapons  of  mass  destruction  not 
bv  a  government  but  by  terrorists,  against  an  urban  civilian  population.  Unless  we  take  every 
reasonable  step  to  ban  and  control  them,  and  then  enforce  these  agreements,  we  have  every 
reason  to  believe  that  the  Tokyo  experience,  or  far  worse,  could  be  repeated  elsewhere 

The  work  of  this  small  Agency  is  not  the  only  barrier  to  these  dangers,  but  it  is  a  profoundly 
important  and  cost-effective  one  —  including  our  work  to  bring  the  Chemical  Weapons 
Convention  and  its  implementing  law  into  force,  to  add  teeth  to  the  Biological  Weapons 
Convention,  and  to  impede  the  movement  of  materials  useful  for  weapons  of  mass  destruction  and 
missiles  around  the  world 

Indeed,  because  Congress  uas  concerned  that  export  controls  on  trade  with  Iraq  had  been  too  lax 
in  the  \ears  leading  up  to  the  Gulf  War.  Congress  in  1994  mandated  a  greater  role  for  ACDA  in 
nonproliferation.  including  export  license  reviews  and  sanctions 

In  this  regard,  the  Congress  and  the  President  also  agreed  that  ACDA  should  be  revitalized  and  its 
role  expanded    Because  of  this  revitalization  mandate,  we  have  been  able  to  move  swiftly, 
effectively,  and  efficiently  into  the  post-Cold  War  world  with  new  missions  and  priorities    We  are 
doing  more  work  than  ever,  on  more  fronts    We  are  giving  more  attention  to  the  Comprehensive 
Test  Ban  Treaty,  export  controls,  coordinating  R&D  activities  across  the  government  to  help 
refine  our  ability  to  match  R&D  activities  with  arms  control  requirements,  strengthening 
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International  Atomic  Energy  Agency  (IAEA)  safeguards  and  the  Treaty  on  the  Non-Proliferation 
of  Nuclear  Weapons  (NPT)  regime,  and  the  fissile  material  cut-off  discussions  to  put  a  cap  on 
materials  availahle  for  nuclear  weapons  --  just  to  mention  a  few  of  the  high  priority  items  on  our 
ever  expanding  agenda 

We  are  also  committed  to  the  most  efficient  possible  operation    In  this  regard,  we  have 
reorganized,  eliminated  bureaucratic  layers,  and  rationalized  our  structure    We  have  been  nimble 
in  our  efforts  to  respond  to  changing  priorities    This  is  not  an  agency  of  entrenched  bureaucracy 
promptly  after  the  NPT  was  extended,  the  Division  set  up  for  that  task  dissolved  and  the  Agency 
revamped  to  meet  the  next  set  of  challenges.  Moreover,  ACDA  has  engaged  in  a  strategic 
planning  process  to  enhance  performance  and  has  established  a  Quality  Council  to  this  end 

Such  savings  do  not  show  up  in  a  smaller  budget  because  of  increased  workloads  derived  from 
greater  international  dangers 

The  hardworking  people  at  my  Agency  have  been  asked  to  work  even  harder  to  get  more  done 
Moreover,  even  in  the  context  of  declining  overall  budgets,  the  President  and  the  Administration 
have  concluded  that  the  role  of  arms  control  and  nonproliferation  is  growing,  and  requested  funds 
accordingly    Therefore,  cuts  and  Continuing  Resolutions  at  low  levels  have  real  consequences  - 
which  I  will  describe  in  more  detail  later  in  my  testimony. 

The  U  S  Arms  Control  and  Disarmament  Agency  is  engaged  in  many  new  post-Cold  War  arms 
control,  nonproliferation  and  disarmament  tasks  and  responsibilities.  The  Agency  has  refocused 
its  missions  and  priorities  to  meet  its  Congressional  and  Executive  Branch  mandates  and  to 
address  the  President's  vigorous  arms  control  and  nonproliferation  agenda 

In  his  State  of  the  Union  speech  this  year.  President  Clinton  stressed  three  national  security 
priorities  --  ratification  and  implementation  of  START  II,  the  completion  of  a  Comprehensive 
Test  Ban  Treatv  (CTBT).  and  ratification  and  implementation  of  the  Chemical  Weapons 
Convention  (CWC) 

ACDA  is  leading  the  Administration's  efforts  in  each  of  these  areas  and  I  am  pleased  to  be  able  to 
report  to  von  from  mv  work  \\ ith  the  President  at  the  Moscow  meetings  last  month,  that  we  uere 
successful  in  moving  closer  to  achieving  the  CTBT  My  agency  is  leading  those  negotiations  and 
while  we  have  much  hard  work  ahead,  we  expect  to  sign  a  CTBT  this  fall 

FY  1997  Bl'DGET  REQUEST 

The  President's  FY  1997  budget  request  of  $48  4  million  is  what  the  agency  needs  to  carry  out 
the  new  missions  and  responsibilities  it  has  been  given  by  the  President  and  the  Secretary  of  State 

The  Administration's  request  of  $48  4  million  for  FY  1997  includes 

•  A  core  budget  of  $43  9  million. 

•  S4  million  for  implementation  of  the  Comprehensive  Test  Ban  Treaty,  and 

•  $525,000  for  the  US  share  of  the  Biological  Weapons  Convention  Review  Conference, 
to  be  held  this  winter,  and  related  activities 

Excluding  these  two  new  activities,  the  $43  9  million  request  for  on-going  activities  is  $1  8 
million  below  last  year's  request  and  is  part  of  the  President's  strategic  and  systematic  rightsizing 
intiatives  across  the  federal  sector     ACDA  is  committed  to  assuming  its  share  of  these  efforts 
and  continues  to  look  for  alternatives  which  can  provide  more  efficient  and  effective  arms  control 

to  the  US  taxpayer 
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The  FY  1997  request  maintains  a  stable  level  of  effort  at  ACDA,  despite  a  proposed  overall 
reduction  of  9  5°o  in  the  150  account  from  our  FY  1996  request    This  reflects  the 
Administration's  view  that  making  budgets  entails  more  than  doing  arithmetic  -  and  the  judgment 
that  the  threats  we  address  are  sufficiently  grave  to  warrant  a  strong  response  even  in  lean  times 

Functionally,  ACDA  has  four  main  missions: 

1)  to  conduct  and  manage  U.S.  participation  in  negotiations; 

2)  to  provide  arms  control  advice  and  advocacy,  including  decisions  on  nonproliferation 
options  and  export  controls. 

3)  to  help  ensure  that  treaty  partners  implement  arms  control  agreements  already 
negotiated,  through,  for  example,  treaty  implementation  fora  --  a  burgeoning  mission 
that  includes,  but  goes  well  beyond,  verification,  and 

4)  to  assess  compliance  with  and  verification  of  arms  control  agreements  for  other 
government  agencies  and  the  Congress 

Through  ACDA's  missions,  the  Agency  is  working  to  implement  the  national  priorities  of. 
advancing  and  strengthening  global  nonproliferation  and  arms  control  regimes,  implementing  and 
developing  further  arms  control  with  Russia,  and  advancing  regional  arms  control  and 
nonproliferation  Specifically,  the  FY  1997  budget  will  allow  ACDA  to  manage  the  following 
priorities 

Advancing  and  Strengthening  Global  Nonproliferation  and  Arms  Control  Regimes 

CTBT 

ACDA  provides  the  principal  U.S.  support  for  the  CTBT  negotiations  at  the  Geneva  Conference 
on  Disarmament  and  will  work  to  successfully  complete  the  negotiations  to  meet  the  United 
Nations  General  Assembly-mandated  timetable  (a  signed  agreement  by  September),  and  to 
manage  the  ratification,  entry-into-force,  and  implementation  processes. 

ACDA  is  responsible  for  drafting  instructions  to  the  US  negotiating  team,  chairing  the 
backstopping  and  verification  and  monitoring  groups,  providing  leadership  and  support  for  the 
interagency-staffed  negotiating  team  and  providing  administrative  and  logistical  support  in 
Geneva  for  the  negotiators,  administration  officials  and  Congressional  delegations  visiting  the 
negotiations. 

Upon  signature  of  the  CTBT,  a  Preparatory  Commission  (PrepCom)  will  be  established  to 
prepare  for  entry-into-force  of  the  Treaty.  The  FY  1997  funds  for  CTBT  will  support  U.S. 
activities  relative  to  the  PrepCom,  including  the  initial  US  PrepCom  assessment,  and  activities 
relative  to  establishing  the  US  Office  of  National  Authority  (ONA)  U.S.  preparation  for 
PrepCom  and  ONA  activities  is  crucial  to  ensuring  a  U  S  leadership  role  as  the  CTBT  enters  into 
force 

Once  the  CTBT  is  completed.  ACDA  will  have  principal  responsibility  for  facilitating  House  and 
Senate  consideration  and  securing  Senate  advice  and  consent  to  ratification. 
Once  the  CTBT  is  ratified,  ACDA  will  have  the  leading  role  in  overseeing  and  ensuring  effective 
implementation,  which  will  include  managing  the  US  role  in  establishing  the  international 
organization  that  will  be  called  for  under  the  Treaty,  facilitating  decisions  to  establish  or  upgrade 
monitoring  facilities  required  by  the  Treaty,  leading  and  preparing  guidance  for  US  delegations 
that  will  participate  in  the  international  organization,  and  assessing  compliance  by  all  CTBT 
parties  with  the  Treaty 
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Chemical  Weapons  Convention  (CWO 


ACDA  will  focus  its  efforts  to  secure  Senate  advice  and  consent  to  the  CVVC  and  subsequent 
implementation  of  the  Convention    Efforts  are  underway  in  The  Hague  to  prepare  for  effective 
implementation  of  the  Convention    ACDA  continues  to  provide  the  U  S  Representative  to  the 
CWC  Preparatory  Commission  (PrepCom)  and  leads  all  interagency  policy  efforts  regarding  the 
Convention    Our  bilateral  dialogue  with  Russia  has  been  accelerated  with  consultations  involving 
senior  officials  in  the  U  S  .  includtnu  myself  and  senior  Russian  officials. 


Over  the  two  decades  since  entry-into-force  of  the  Biological  Weapons  Convention  (BWC). 
confidence  in  the  effectiveness  of  the  Convention  has  been  weakened  by  instances  of  non- 
compliance among  State  Parties,  including  some  states  of  the  former  Soviet  Union 

f  o  deter  violations  and  reinforce  the  global  norm  against  proliferation  of  biological  weapons. 
ACDA  supports  negotiation  of  a  legally  binding  protocol  of  mandatory  measures  to  enhance 
compliance  with  the  BWC  These  measures  are  expected  to  include  both  off-site  and  on-site 
measures  as  a  means  of  providing  openness  and  transparency 

The  I  Wl  BWC  Review  Conference  mandated  the  convening  of  an  Ad  Hoc  Group  of 
Governmental  Experts  which,  after  four  sessions  in  1992  and  1993.  reported  on  the  scientific  and 
technical  merit  of  potential  verification  measures    A  Special  Conference  held  in  Geneva  in 
September  1994  established  another  Ad  Hoc  Group,  open  to  all  parties,  to  consider  measures  to 
strengthen  the  BWC  and  incorporate  them  into  a  legally  binding  document 
The  Group  held  productive  working  sessions  in  July  and  November  1995,  and  will  report  to  the 
Fourth  Review  Conference  of  the  BWC  in  December  1996.  The  $525,000  set  aside  in  our  budget 
constitutes  the  US  share  of  the  upcoming  BWC  Review  Conference 

Weapon?  of  Mass  Destruction  (WMD)  and  Missile  Proliferation  Enforcement 

In  FY  1997.  ACDA  will  emphasize  its  analytical  and  advocacy  role  by  pressing  for    compliance 
with  international  and  domestic  nonproliferation  norms,  steps  to  reduce  motives  for  and  otherwise 
impede  acquistions  of  WMD  and  missiles,  and  appropriate  remedies  to  address  illicit  trafficking  in 
FSU  nuclear  materials 

Strengthening  the  NPT 

ACDA  leads  U.S.  Government  efforts  to  ensure  that  the  NPT  is  fully  implemented.  By  the  terms 
of  the  Treaty,  review  conferences  are  held  every  five  years  to  review  the  operation  of  the  Treaty 
These  conferences  help  to  shape  the  nonproliferation  environment    They  confirm  agreed 
nonproliferation  norms,  such  as  full  scope  safeguards  as  a  condition  of  supply,  and  help  to 
establish  the  nuclear  nonproliferation  agenda  for  the  succeeding  five  year  period.   In  FY  1997, 
ACDA  will  work  to  strengthen  the  NPT  through  implementation  of  the  decision  on  Principles  and 
Objectives  from  the  1995  NPT  Conference,  such  as  promoting  NPT  universality,  supporting 
efforts  to  strengthen  IAEA  safeguards,  and  preparing  for  upcoming  NPT  Review  Conferences 
As  it  did  for  the  1990  and  1995  NPT  Conference  processes.  ACDA  will  again  seek  funding  to 
support  U  S  participation  in  the  2000  NPT  Review  Conference  process,  which  will  begin  in  1997 
with  the  first  of  three,  and  possibly  four,  annual  preparatory  committee  meetings 

Fissile  Material  Production  Cut-Off 

In  September  of  |993.  President  Clinton  proposed  the  negotiation  of  a  global  convention 
prohibiting  the  production  of  fissile  materials  for  nuclear  explosives  or  outside  international 
safeguards,  the  Fissile  Material  Production  Cut-Off  Treaty  (FMCT)    The  United  Nations  General 
Assembly  endorsed  this  intiative  in  the  winter  of  1993    Such  a  global  convention  would  cap  the 
amount  of  fissile  material  available  for  nuclear  weapons  worldwide  Informal  discussions  on  a 
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fissile  material  cut-ofThave  begun,  pending  start-up  of  the  full-scale  multilateral  negotiations  at 
the  Conference  on  Disarmament  in  Geneva 

ACDA  is  the  lead  agency  responsible  for  developing  verification  regimes,  conducting 
backstopping  and  preparing  for  the  negotiations  and  will  focus  its  etTorts  in  FY  1997  on  intiation 
of  cut-off  negotiations  with  the  goal  of  concluding  them  at  the  earliest  possible  date 

Implementing  and  Developing  Further  Arms  Control  with  Russia 

START 

ACDA  will  focus  its  efforts  in  FY  1997  on  implementing  START  I.  achieving  entry-into-force 
and  beginning  implementation  of  START  II    ACDA  will  also  focus  on  the  policy  development, 
advocacy  and  negotiation  of  follow-on  strategic  reductions  and  limitations,  including  greater 
control  and  transparency  measures  for  Russian  fissile  material    Support  and  staffing  for  treaty 
implementation  and  verification  is  critical  to  obtaining  the  benefits  of  treaties  already  in  force  and 
to  maintaining  a  healthy  strategic  relationship  with  Russia  and  other  states  of  the  former  Soviet 
Union 

ABM 

Our  efforts  will  focus  on  implementation  of  the  Treaty,  and  development  and  evaluation  of 
ionger-term  policy  options,  including  discussions  with  treaty  partners  of  possible  modifications  as 
the  ballistic  missile  threat  evolves.  ACDA  leads  the  negotiations  in  the  Standing  Consultative 
Commission  (SCC),  the  ABM  Treaty's  implementing  body,  and  chairs  the  interagency  committee 
responsible  for  providing  instructions  to  the  SCC    ACDA  also  co-chairs  the  interagency 
committee  charged  with  verifying  compliance  with  the  Treaty 

Chemical  Weapons 

We  will  seek  to  close  out  the  remaining  issues  under  the  Wyoming  MOU  and  work  to  bring  the 
Bilateral  Destruction  Agreement  into  force 

\d\nncing  Regional  Arms  Control  and  Nonprolifcration 

Nuclear  Weapon  Free  Zones 

In  the  area  of  Nuclear  Weapon  Free  Zones.  ACDA  will  continue  to  manage  U  S  adherence  and 
ratification  processes  for  the  South  Pacific  Nuclear  Weapon  Free  Zone  (SPNWFZ),  the  African 
Nuclear  Weapon  Free  Zone  (ANWFZ),  and  continue  to  pursue  the  development  of  a  Southeast 
Asia  Nuclear  Weapon  Free  Zone  (SEANFWZ)  that  conforms  with  longstanding  US  criteria  and 
security  policy  In  addition,  the  United  States  has  long  supported,  in  principle,  the  establishment 
of  nuclear  weapon  free  zones  in  the  Middle  East  and  South  Asia  and  ACDA  will  contribute 
actively  toward  achieving  these  goals 

Conventional  Arms  Control 

Our  efforts  in  this  area  will  include  a  review  of  proposed  U  S  transfers,  advocacy  of  U  S  and 
multilateral  restraint  policies,  and  controls  on  weapons,  such  as  landmines,  that  are  especially 
injurious  and  threaten  civilian  populations    We  will  continue  our  legislatively-mandated  role  of 
ensuring  unconflicted  advice  on  arms  transfers 

Conventional  Armed  Forces  in  Europe  (CFE)  Treaty 

ACDA  participates  actively  in  interagency  policy  discussions  on  European  conventional  arms 
control 
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An  ACDA  official  is  the  chief  US  Delegate  at  the  Joint  Consultative  Group  in  Vienna,  a  body 
composed  of  representatives  of  all  CFE  parties  to  discuss  implementation  and  compliance  issues 
ACDA  will  lead  the  US.  Delegation  to  the  1996  CFE  Review  Conference  Additionally,  ACDA 
takes  the  lead  in  assessing  compliance  with  the  Treaty's  provisions 


Through  June  of  1996,  ACDA  will  continue  to  support  implementation  of  the  arms  control 
elements  of  the  Dayton  Accords.  ACDA  has  appointed  a  policy  analyst  to  provide  support  for  the 
Special  Negotiator  for  the  Article  Four  Agreement  on  the  limitation  of  conventional  armaments 
and  equipment    This  agreement  is  to  be  negotiated  within  six  months  and  will  require  intensive 
coordination  between  five  highly  sensitive  parties. 

ACDA  is  also  providing  additional  staff  support  to  the  negotiation  and  implementation  of  the 
Article  Two  Agreement  on  Confidence-and-  Security-Building-Measures  (CSBMs) 

Other  Regional  Arms  Control 

In  its  1994  Strategic  Plan.  ACDA  identified  the  need  for  developing  and  advocating  policies  and 
measures  that  enhance  global  stability  through  regional  arms  control 

Since  that  time.  ACDA  has  intensified  its  efforts  to  develop,  foster  and  support  regional  arms 
contol  arrangements  and  confidence  and  security  building  measures  in  Eurasia,  the  Middle  East. 
Asia/Pacific,  Latin  America  and  Africa    These  efforts  aim  to  reduce  tension,  promote  or  maintain 
peace,  and  remove  incentives  for  arms  races  or  development  of  weapons  of  mass  destruction  and 
the  means  to  deliver  them 

Broad  Spectrum  Activities 

A  final  category  of  ACDA  activities  that  supports  ACDA's  arms  control  and  nonproliferation 
priorities,  includes  the  following 

•  Verification/Compliance    ACDA  has  the  interagency  lead  in  examining  and  assessing 
compliance  with  all  formal  arms  control  agreements    On  an  annual  basis,  it  reports  to  the 
Congress  on  adherence  to  and  compliance  with  arms  control  agreements    ACDA  also  has 
a  unique  leadership  role  in  the  formulation  of  US  verification  policy.  In  the  Section  37 
Report.  ACDA  renders  its  judgement  to  the  Congress  on  the  verifiability  of  the  arms 
control  agreements  the  United  States  has  negotiated. 

•  Intelligence  and  analytical  evaluation    ACDA  staff  support  the  policy  community  with 
assessments  of  international  proliferation  activities  and  arms  control  issues    ACDA  relies 
on  the  Intelligence  Community,  of  which  it  is  not  a  member,  for  intelligence  support 
relating  to  arms  control,  nonproliferation,  and  disarmament    Staff  responsible  for 
intelligence  activities  at  ACDA  ensure  that  the  ACDA  Director  and  agency  personnel 
receive  the  intelligence  data  and  analysis  they  require  in  a  timely  and  usable  manner,  that 
ACDA's  needs  for  intelligence  collection,  analysis,  and  reporting  are  conveyed  to  the 
Intelligence  Community,  and  that  the  ACDA  Director  receives  an  independent  view  on 
critical  intelligence  questions. 

•  Arms  Control  R&D    ACDA  is  the  interagency  lead  in  coordinating  government-wide 
R&D  to  support  arms  control  and  nonproliferation,  emphasizing  verification  techniques 
Through  ACDA's  initiative,  the  President  established  the  Nonproliferation  and  Arms 
Control  Technology  Working  Group  (NPAC  TVVG)  as  the  Executive  Branch's  mechanism 
for  the  coordination  of  arms  control  and  nonproliferation-related  R&D    In  its  first  year, 
the  NPAC  TWG  has  made  great  strides  in  improving  R&D  coordination  in  this  area, 
incorporating  into  the  coordination  process  more  than  500  R&D  programs,  with  funding 
exceeding  S2  5  billion  a  year 
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The  amis  control  and  nonproliferation  priorities  of  the  Administration  provide  ACDA  uith  more 
than  a  full  plate  of  responsibilities  These  are  responsibilties  that  we  take  very  seriously  and  will 
continue  to  do  our  utmost  to  implement 

STREAMLINING 

ACDA  rcc0eni7.es  the  federal  budget  realities  and.  since  becoming  Director  at  ACDA.  I  have 
attempted  to  be  an  active  and  positive  participant  in  all  streamlining  efforts 

Such  efforts  have  been  stimulated  by  the  interest  and  strong  views  of  your  Subcommittee  in 
seeing  government  agencies  streamlined  and  downsized,  by  the  Vice  President's  National 
Performance  Review  intiative.  and  by  my  own  strategic  managment  plan  completed  last  year    I 
recognize,  and  I  know  my  dedicated  staff  at  the  agency  recognizes,  that  ACDA  must  continue  to 
do  more  with  less    This  requires  hard  choices  about  priorities  and  personnel    My  staff  is 
ovens orked.  but  due  to  their  caliber,  integrity  and  dedication,  they  are  rising  to  the  occasion. 
While  we  will  do  more  with  less,  we  cannot  do  more  and  more  with  less  and  less    Our  core 
budget  has  declined  by  14  5%  in  real  terms  since  1993,  even  while  our  missions  have  grown 
These  new  missions  result  from  new  opportunities  to  make  real  security  gains  through  arms 
control,  nonproliferation  and  disarmament  agreements  as  a  result  of  the  end  of  the  Cold  War. 

ACDA  is  committed  to  the  process  of  streamlining  and  downsizing.  In  1995  ACDA  completed  a 
top-to-bottom  review  of  its  needs  and  resources  and  completed  a  strategic  plan  for  the  next  five 
years    By  identifying  ACDA's  customers  and  their  needs,  ACDA  has  prioritized  lines  of  business, 
restructured  organization  and  infrastructure,  eliminated  duplication,  inefficient  bureaucracy  and 
procedures  by  setting  up  mechanisms  for  handling  crosscutting  issues,  and  increased  the  use  of 
computer  and  communication  technologies,  thereby  better  enabling  the  Agency  to  fulfill  its 
mission  to  ad\ance  arms  control  and  nonproliferation  policies  and  agreements. 
In  this  way  we  hope  to  ensure  that  the  arms  control  and  nonproliferation  perspective  is  fully 
integrated  into  US  foreign  and  national  security  policy. 

In  the  area  of  eliminating  unnecessary  duplication  with  the  State  Department,  ACDA  has  taken 
the  initiative  to  review  with  the  Department  the  respective  arms  control  and  nonproliferation  roles 
of  each  agency    Both  ACDA  and  the  Department  are  committed  to  open  communication  and  to 
resolving  issues  that  may  arise  in  carrying  out  our  respective  roles  and  missions.  Our 
achievements  to  date  focus  primarily  on  enhancing  lines  of  coordination,  streamlining  resource 
allocations,  and  developing  a  more  efficient  breakdown  of  responsibilties  between  ACDA  and  the 
Department 

In  two  years.  ACDA  has  transformed  the  computer  system  from  an  obstacle  to  efficiency  to  a  state- 
of-the-art  asset  that  is  enabling  more  efficient  communications  and  work. 

The  old  svstem  has  been  replaced  without  an  increased  budget.  We  now  have  classified  e-mail 
connection  between  all  ACDA  offices,  including  those  in  overseas  facilities  This  capability  has 
greatly  increased  communications  within  the  Agency  and  our  delegations 

An  electronic  telegram  distribution  system  has  been  developed  which  permits  not  only  the  rapid 
distribution  of  all  cables,  but  also  the  retrieval  of  specific  telegrams  with  a  "full-text"  search 
procedure  This  system  not  only  avoids  the  clumsy  and  costly  paper  copy  telegram  distribution  that 
has  been  in  use.  but  also  permits  staff  members  to  rapidly  find  items  of  immediate  interest  Numerous 
data  bases  of  interest  to  ACDA  staff  members  are  now  available  on  line,  greatly  reducing  the  time  lost 
searching  for  information 

In  my  Executive  Secretary's  office,  we  are  implementing  an  electronic  system  that  keeps  track  of 
documents,  actions  and  tasks  that  come  to  or  from  my  office  These  are  just  a  few  examples  of  our 
new  computer  system's  many  new  capabilities 

In  the  coming  year  we  plan  to  further  improve  these  capabilities  We  are  building  an  unclassified 
Local  Area  Network  with  connection  to  the  INTERNET    This  will  permit  us  to  disseminate  and 


796 


receive  unclassified  information  from  the  numerous  sources  available  on  the  INTERNET  We  are 
also  developing  a  connection  to  the  SIPRNET  which  is  a  secret  version  of  the  INTERNET  We  will 
connect  our  Arms  Control  Data  Repository  to  this  network,  so  that  other  government  agencies  will 
have  ready  access  to  the  negotiation  records,  technical  data  exchanged  as  part  of  arms  control 
agreements  and  other  relevant  documents  In  addition,  we  are  further  developing  our  connection  to 
the  INTELINK  which  gives  ACDA  an  electronic  connection  to  the  Intelligence  community  Finally, 
we  are  migrating  all  our  computer  applications  to  more  efficient  platforms,  modernizing  our  contract 
procedures  through  electronic  connections  and  reviewing  the  use  of  other  technologies,  such  as  video 
conferencing  and  multimedia,  for  potential  use  by  ACDA. 

As  part  of  our  computer  modernization,  we  have  saved  the  Government  hundreds  of  thousands  of 
dollars  by  cooperating  with  other  agencies.  Working  with  the  Department  of  Commerce  on  the  CWC 
data  declaration  system,  we  modified  the  ACDA  system  to  meet  joint  ACDA-Commerce 
requirements  eliminating  the  need  for  Commerce  to  develop  a  separate  system  As  a  result  of  greater 
cooperation  and  coordination  between  ACDA  and  the  Department  of  State's  Bureau  of  Political- 
Military  (PM)  Affairs,  we  found  that  they  needed  equipment  to  transition  from  their  old  computers 
to  modern  ones.  Having  gone  through  a  similar  transition,  we  were  able  to  loan  this  transition 
equipment  to  PM,  which  will  save  them  nearly  $100,000  in  the  cost  of  their  computer  enhancements. 

ACDA's  overseas  support  functions  are  now  tailored  so  as  not  to  overlap  with  or  duplicate  those  of 
the  Department  of  State.  ACDA  has  taken  steps  to  reduce  overseas  costs  by  reducing  its  Geneva 
apartments  from  9  to  3,  by  consolidating  the  cashier  function  with  State,  by  reducing  the  number  of 
administrative  employees  working  for  ACDA  from  31  to  1 1,  and  by  reducing  the  number  of  executive 
cars  by  50%.  Also  in  1995,  ACDA  relocated  its  Geneva  Delegation  office  space  from  the  Botanic 
Building  to  the  U  S  Mission  This  effort  alone  will  enable  ACDA  to  save  approximately  $750,000 
per  year  which  represents  a  2%  savings  in  ACDA's  appropriations 

All  told,  the  above  measures  taken  by  ACDA  have  resulted  in  annual  savings  of  over  $2  million  since 
I  became  Director 

I  think  these  examples  illustrate  ACD.Vs  commitment  to  downsizing  and  streamlining  in  a  rational, 
practical  way  which  does  not  impede  our  overall  objective  which  is  to  deliver  on  the  Presidents 
national  security  tasks  and  accomplish  more  missions  while  remaining  a  small  and  efficient  agency 
We  are  doing  our  part  and  will  continue  to  do  so 

IG  INSPECTION  OF  ACDA 

Recent  discussions  between  the  Inspector  General  and  I  have  resulted  in  a  better  understanding  of 
the  findings  of  the  1995  Inspection  Report  of  ACDA    For  example: 

•  The  August  1995  Inspection  Report  of  ACDA  states  that  "The  case  for  consolidation  rests 
primarily  on  two  assumptions:  (1 )  that  in  the  post  Cold-War  environment,  arms  control  is  a 
less  vital  concern  which  can  be  handled  within  the  existing  bureacracy,  and  (2)  that  combining 
ACDA  with  the  Department  of  State,  or  abolishing  the  Agency  altogether,  would  produce 
significant  budget  savings    Neither  stands  up  under  close  inspection ." 

•  ACDA  continues  to  be  committed  to  the  Administration's  objective  of  reducing  government 
bureaucracy  and  costs  Over  the  past  several  years.  ACDA  has  been  committed  to  reducing 
overseas  costs  and  consolidating  functions  where  economies  and  efficiencies  have  been 
feasible  As  evidence  of  this  commitment  (and  as  referred  to  earlier),  ACDA  canceled  the 
lease  on  its  office  space  located  in  the  Botanic  Building  in  Geneva,  reduced  overseas  staff, 
instituted  a  furlough  program  for  PSC  employees  and  reduced  the  number  of  vehicles  in  its 
motorpool. 

•  Unobligated  funds  from  ACDA's  operations  in  Geneva  and  The  Hague  have  reverted  to  the 
Treasury  Additionally,  in  FY  1995  year-end  figures,  ACDA's  unobligated  balance  was  less 
than  SI  25.000  or  less  than  three-tenths  of  1%  of  its  total  appropriation 
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•  References  to  the  March  1995  NSC  study  in  the  Inspection  Report  are  to  a  draft  proposal  that 
has  not  been  finalized. 

•  Addressing  the  issue  of  unnecessary  duplication  with  the  State  Department  in  the  areas  of 
arms  control  and  nonproliferation  was  a  directive  of  the  Vice  President,  a  recommendation 
of  the  Inspector  General,  and  a  matter  I  have  pursued  since  coming  to  ACDA  This  is  part 
of  an  ongoing  process 

As  the  IG  noted  in  testimony  a  few  weeks  ago  before  this  subcommittee  "ACDA  is  taking 
the  initiative  in  reviewing  the  policy  roles  with  the  Department  but  the  effort  deserves  greater 
attention  with  the  Department  and  the  administration  generally  " 

IMPACT  OF  Bl'DGET  Cl'TS 

I  want  to  commend  you  and  the  Chairman  of  the  Appropriations  Committee  for  reaching  an 
acceptable  compromise  with  the  Administration  on  the  budget  for  the  current  fiscal  year  For  FY 
1996.  ACDA  will  have  $413  million  available  for  expenditure  Many,  very  difficult  trade-offs  were 
made  by  all  parties,  including  my  own  agency,  to  accomplish  a  more  predictable  and  workable  funding 
situation  for  the  remainder  of  the  fiscal  year 

Nevertheless,  the  cuts  to  ACDA  have  had  real  consequences  The  FY  1996  figure  reduces  us 
substantially  below  our  request  for  operations 

Moreover,  the  series  of  Continuing  Resolutions,  leading  up  to  the  final  FY  1996  Appropriation 
passed  by  the  House  and  Senate  last  month  had  a  significant  and  adverse  impact  on  ACDA 

As  the  Appropriators  of  the  US  House  of  Representatives.  I  must  tell  you  that  ACDA  was  hit  hard 
by  this  fiscal  crisis  The  Agency  handled  itself  in  a  responsible  manner  But.  in  so  doing,  1  had  to 
make  a  number  of  difficult  decisions  which  impacted  on  our  Agency's  ability  to  deliver  the  best 
product  possible,  not  to  mention  the  serious  impact  on  the  morale  of  the  Agency's  people 

Faced  with  the  continued  threat  of  shrinking  Continuing  Resolutions,  I  had  to  impose  emergency 
restrictions  on  operations,  including  no  hiring,  no  overtime,  and  no  use  of  consultants.  The  upshot 
is  that  ACDA  now  has  a  vacancy  rate  of  14%  I  cannot  stress  enough  that  ACDA  personnel  have 
performed  brilliantly  under  these  impossible  conditions  --  working  long  hours  to  get  the  job  done 
because  alternatives  (new  hires,  consultants,  overtime)  were  closed  off.  Obviously,  this  is  a  far  from 
satisfactory  outcome,  because  vacancies  do  not  occur  where  they  will  do  the  least  damage 

The  Continuing  Resolutions  had  direct  costs  to  ACDA  and  its  national  security  work  Here  are  just 
a  few  examples 

•  A  senior  staff  position  for  missile  nonproliferation/Missile  Technology  Control  Regime 
(MTCR)  could  not  be  filled.  As  a  result,  our  effective  participation  in  this  critical  U.S.  policy 
arena  has  been  substantially  reduced  and  we  are  unable  to  contribute  consistently  to  ongoing 
efforts  such  as  new  proposals  for  MTCR  improvements,  implementation  of  missile  sanctions 
laws,  and  participation  in  delegations  where  our  expertise  is  required. 

We  are  meeting  our  minimum  mission  requirements,  but  at  considerable  sacrifice  by  other 
staff  members  taking  on  additional  duties,  with  adverse  repercussions  across  the  board  in  their 
other  areas  of  responsibility 

•  A  full-time  staff  position  to  operate  a  computer  data-based  export  licensing  network  could 
not  be  filled  Several  personnel  have  had  to  be  assigned  to  do  parts  of  this  task,  impacting 
adversely  on  their  regularly  assigned  duties 

•  ACDA  arms  control  training  exchanges  with  delegations  from  Middle  East  countries  had  to 
be  suspended    ACDA  is  playing  a  leading  role  in  developing  and  implementing  proposals  for 
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initiatives  designed  to  support  the  Arms  Control  and  Regional  Security  (ACRS)  process  in 
the  Middle  Fast,  and  while  that  process  is  suspended,  maintain  the  dialogue  with  Middle  East 
interlocutcrs  involved  in  the  peace  process  A  number  of  regional  states  have  expressed 
interest  in  participating  in  this  arms  control  training  However.  ACDA's  ability  to  conduct 
such  exchanges  has  been  severely  compromised  by  the  recent  funding  crisis. 

South  Asian  arms  control  initiatives  had  to  be  put  on  hold  A  central  component  of  ACDA's 
regional  arms  control  effort  for  South  Asia  has  been  to  establish  arms  control  workshops  for 
groups  from  India  and  Pakistan  to  explore  the  concepts  and  techniques  of  arms  control  and 
consider  ways  they  could  be  applied  in  the  region.  In  the  absence  of  any  regional  forum  in 
South  Asia  for  the  discussion  of  security  issues,  these  ACDA  workshops  provided  the  U  S 
with  a  key  opportunity  to  explore  confidence  building  measures  with  Indian  and  Paksitani 
officials  and  security  experts.  Our  plan  had  been  to  hold  these  workshops  on  an  annual  basis. 
With  our  funding  in  question.  ACDA  had  to  postpone  plans  for  the  next  round  of  exchanges 

Filling  a  vacancy  with  a  specialist  to  focus  on  the  civil  and  military  nuclear  programs  of 
proliferant  countries  and  monitor  procurement  and  interdiction  activities,  with  an  emphasis 
on  Iran,  Iraq,  and  Libya,  could  not  be  implemented. 

Positions  considered  crucial  to  work  on  the  Chemical  Weapons  Convention  (CWC),  the 
Biological  Weapons  Convention,  the  CFE  Review  Conference,  and  Bosnia,  also  remain 
unfilled 

Relative  to  the  CWC,  vacancies  need  to  be  filled  to  ensure  that  U  S  interests  are  defended 
in  the  remaining  CWC  Preparatory  Commission  deliberations  Without  the  necessary 
personnel,  there  will  be  no  quality  control  for  CWC  declarations,  no  quality  control  for 
communications  with  the  Organization  for  the  Prohibition  of  Chemical  Weapons  (OPCW), 
and  no  support  for  data  processing  developments  for  CWC  functions. 

ACDA  experts  were  hampered  in  pushing  for  enforcement  teeth  in  the  Biological  Weapons 
Convention  (BWC)  during  recent  discussions  overseas  because  ACDA  experts  were 
financially  constrained  in  their  ability  to  travel  to  the  meetings.  Just  last  year  in  Ohio,  we  saw 
the  attempted  purchase  of  the  Bubonic  Plague  germ  But,  so  far,  our  ability  to  improve  the 
BWC  has  been  set  back  by  our  inability  to  hire  experts  who  specialize  in  offensive  BW 
programs,  leaving  us  hamstrung  to  put  realistic  controls  on  this  deadly  category  of  weapons 

Several  positions  necessary  to  fulfill  our  responsibilities  for  START  I  Treaty  implementation, 
planning  for  START  II  implementation,  long  term  planning  for  future  strategic  arms  control 
efforts,  ABM  issues  and  denuclearization  and  warhead  elimination  and  control  efforts,  remain 
unfilled 

Because  of  budget  restrictions,  ACDA  has  also  been  unable  to  send  representatives  to  highly 
relevant  meetings  and  conferences,  such  as  NATO's  Nuclear  Consultation  Seminar,  the 
Senior  Group  on  Proliferation  (SGP).  and  the  Defense  Group  on  Proliferation  (DGP) 
Consequently,  this  has  limited  our  ability  to  participate  in  meetings  on  denuclearization  in  the 
the  states  of  the  former  Soviet  Union  (FSU)  and  in  consultations  with  Russia  and  Ukraine  in 
the  NATO  context 

The  continued  evaluation  of  START  Treaty  compliance  issues,  both  for  the  U  S  and  the 
FSU.  depends  significantly  on  the  ability  to  gather  information  and  analyze  it  in  a  timely 
manner  ACDA's  ability  to  perform  this  function  has  been  hampered  by  restrictions  on  filling 
vacancies  The  complexity  of  START  I  has  given  rise  to  numerous  compliance  issues  that 
call  for  the  necessary  staff  to  support  ACDA  as  the  chair  of  the  Verification  and  Compliance 
Analysis  Working  Group  (VCAWG).  without  which  ACDA  will  be  unable  to  fulfill  its  mission 
as  required  by  Section  51  of  the  Arms  Control  and  Disarmament  Act 
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•  Several  Foster  Fellows  had  to  be  put  on  hold    This  is  a  congressionally  inspired  program  and 

for  1996-1997,  would  have  brought  experts  in  computer  science,  optics,  nuclear  engineering, 
economics,  and  political  science  to  ACDA  This  has  been  a  great  cross-fertilization  program 
since  ACDA  gains  top-notch  academic  expertise  in  high  priority  arms  control  and 
nonproliferation  areas,  and  the  academics  gain  from  an  opportunity  to  actively  participate  in 
the  Agency's  activities. 

Expertise  on  critical  topics  is  at  stake  here  For  example,  expertise  on  such  technical  matters 
as  computer  and  laboratory  simulation  of  nuclear  weapons  safety  and  reliability  is  absolutely 
crucial  to  the  agency's  work  on  the  CTBT,  as  is  expertise  on  seismology  and  development 
of  cost  effective  arms  control  and  nonproliferation  verification  methodologies 

With  your  help,  Mr  Chairman,  these  requirements  can  be  met  by  adequately  funding  ACDA  in 
FY  1 997 

We  have  tried  to  minimize  the  damage  of  shrinking  budgets  through:  1)  establishing  priorities, 
defining  our  most  important  missions  and  allocating  resources  accordingly;  2)  improving  the  dialogue 
between  ACDA  and  the  Department  of  State  with  the  goal  of  clarifying  the  lead  substantive  roles, 
and  3)  continuing  the  search  for  administrative  savings,  such  as  the  consolidation  of  the  Geneva 
motor  pool  and  the  possible  move  into  the  U.S.  Mission  in  The  Hague,  etc 

However,  simply  perpetuating  and  compounding  reductions  poses  real  dangers  to  national  security 
Shortages  of  funds  could  mean  biological  weapons  programs  may  be  concealed  in  Iraq  Missile 
technology  may  spread  from  the  DPRK  IAEA  safeguards  might  not  get  the  necessary  U  S  support 
Another  Iraq  or  North  Korea  might  emerge  Nuclear  testing  may  be  reopened  and  spread  to  more 
countries  Or  we  may  be  unable  to  provide  the  Congress  with  comprehensive  reports  on  treaty 
compliance,  etc 

The  lone  term  net  effect  of  reductions  would  also  mean  that  ACDA  would  be  forced  to  operate  in 
a  largely  reactive  mode,  instead  of  affirmatively  addressing  the  challenges  of  the  post-Cold  War  era 
We  need  to  be  able  to  anticipate  problems  in  the  security  arena  and  take  actions  to  prevent  them  from 
happening  or  to  limit  their  magnitude 

If  the  Committee  insists  on  imposing  reductions,  we  will  do  our  best  to  minimize  the  damage  But 
1  am  not  going  to  tell  you  that  reductions  will  be  cost-free  in  terms  of  our  nation's  security 

CONCLUSION 

Let  me  conclude  by  reinforcing  a  fundamental  reality  that  I  have  tried  very  hard  to  convey  over  the 
last  several  years  Arms  control  and  defense  are  not  opposites,  but  allies  --  with  the  very  same 
national  security  purpose  to  reduce,  disarm  and  control  threats  The  arms  control  challenge  is  bigger 
and  more  fateful  now  than  ever  My  agency  simply  cannot  do  the  important  work  it  is  tasked  to  do 
if  you  do  not  approve  our  FY  1997  request  of  $48  4  million  The  security  of  our  country  and  the 
world  depend  on  the  Congress  appropriating  the  requisite  funds  to  the  Executive  Branch  to  earn.-  out 
U  S  arms  control  and  nonproliferation  priorities 

Arms  control  provides  immense  national  security  benefits  at  very  low  cost  Economic  savings  from 
strategic  arms  control  alone  are  approximately  $100  billion  -  more  than  2000  times  ACDA's  annual 
budget  While  savings  from  nonproliferation  are  not  easily  quantified,  if  nonproliferation  prevents 
the  terrorist  or  rogue-nation  use  of  a  weapon  of  mass  destruction  against  an  American  city,  its  value 
will  be  beyond  price. 

Consider  the  following  fiscal  realities  of  our  FY  1997  request 

•  Our  FY  1997  request  would  have  been  over  $50  million  if  the  agency  had  not 

streamlined. 
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•  In  current  dollars,  our  FY  1997  core  request  is  less  than  our  core  levels  of  3,  4,  and 
S  years  ago,  and 

•  In  constant  1994  dollars,  our  FY  1997  core  request  is  14%  less  than  the  level  of  just 
3  years  ago. 

In  short.  Mr  Chairman,  we  are  spending  less  while  we  are  doing  more  --  at  an  annual  cost  of  about 
20  cents  a  year  per  American. 

If  Congress,  however,  reduces  our  budget,  this  will  seriously  impede  the  critical  missions  of  this 
Agency,  such  as 

•  reducing  the  risk  of  nuclear  proliferation, 

•  implementing  barriers  against  biological  and  chemical  weapons  usage  by  countries  and 
terrorists. 

•  securing  further  reductions  and  controls  of  Russia's  nuclear  weapons  and  fissile 
material. 

•  ridding  the  world  of  the  scourge  of  landmines. 

•  preventing  a  return  to  the  costly  and  dangerous  arms  race  of  the 
Cold  War  era;  and 

•  ending  all  nuclear  testing 

If  our  budget  is  reduced,  we  will  do  all  we  can  to  minimize  the  damage  to  our  missions  But  it  will 
be  a  matter  of  choosing  between  the  indispensable  and  the  "merely"  vital  And  there  will  be  damage 
to  this  country's  national  security  interests. 

Therefore.  I  respectfully  urge  that  you  appropriate  the  Administration's  full  request  for  FY  1997 


QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

Question:         The  FY96  Department  of  State  and  Related  Agencies  Appropriations  Act  (PL 

104-134)  provided  $38.7  million  for  ACDA  and  allowed  the  agency  to  utilize  $3  7 
million  in  carryover  balances  provided  that  these  carryover  balances  "shall  not  be 
used  to  undertake  new  programs  or  to  increase  employment  above  levels  on  board 
at  the  time  of  enactment  of  this  Act."  Please  provide  the  Committee  with  a 
summary  of  how  ACDA  plans  to  utilize  these  budgetary  resources  for  FY96 
(including  the  aforementioned  carryover  funds). 

Answer:  ACDA  has  utilized  its  FY96  appropriation  to  fund  program  operations  and 

personnel  compensation  as  outlined  in  the  attached  chart.  It  has  not  applied  the 
$2.7  million  in  carryover  balances  to  undertake  any  new  programs  or  increase 
employment  above  levels  on  board  at  the  time  of  enactment  of  the  Appropriations 
Act  (PL.  107-134). 
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FY-96  ACDA  BUDGET 


FY-96 

Estimate 

Personnel  Compensation: 

Full-time  Permanent 

12614 

Other  Full-time  equivalent 

800 

Other  Personnel  Compensation 

300 

Reimbursable  Details:  State 

3978 

Military 

2200 

Personnel  Benefits 

3308 

Subtotal, Personnel  Compensation 

iUZUU 

Program  Operations: 

Travel  and  Transportation 

3150 

Rent  (SLUC) 

1800 

Printing 

40 

Information  Technology 

3835 

Overseas  Administrative  Support 

2844 

Domestic  Administrative  Support 

4419 

Supplies  and  Materials 

200 

Equipment 

1000 

BWC  RevCon 

250 

CTBT  Implementation 

0 

External  Research 

600 

Subtotal,  Program  Operations 

18138 

Total,  ACDA  41338 

Question:         The  FY97  ACDA  request  assumed  that  $45.7  million  would  be  appropriated  for 
ACDA  in  FY96    That  did  not  occur.  Please  provide  the  committee  with  a 
crosswalk  comparing  FY96  appropriations  for  ACDA  and  your  FY97  request 

Answer  The  attached  crosswalk  compares  actual  FY96  funds  available  to  ACDA  with  the 

Agency's  FY97  request     As  indicated,  we  plan  to  streamline  program  operations 
in  three  areas  during  FY97:  information  technology,  domestic  administrative 
support  and  equipment     You  will  note  that  ACDA  experienced  a  significant  cut  of 
more  than  $4  million  from  its  FY96  request  of  $45  7  million  to  its  actual  FY96 
funding  level  of  $41  4  million 

U.S.  Arms  Control  and  Disarmament  Agency 
FY-96  and  FY-97 


FY-96 

FY-96 

FY-97 

Request 

Estimate 

Request 

Personnel  Compensation: 

Full-time  Permanent 

13554 

12614 

14107 

Other  Full-time  equivalent 

917 

800 

918 

Other  Personnel  Compensation 

300 

300 

288 

Reimbursable  Details:  State 

4248 

3978 

4280 

Military 

2500 

2200 

2500 

Personnel  Benefits 

3618 

3308 

3756 

Subtotal, Personnel  Compensation 

25137 

U2UU 

25849 

Program  Operations: 

Travel  and  Transportation 

3400 

3150 

3220 

Rent  (SLUC) 

1700 

1800 

1850 

Printing 

40 

40 

40 

Information  Technology 

4654 

3835 

3700 

Overseas  Administrative  Support 

2894 

2844 

2865 

Domestic  Administrative  Support 

5675 

4419 

4306 

Supplies  and  Materials 

200 

200 

200 

Equipment 

1000 

1000 

900 
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FY-96 
Request 

FY-96 
Estimate 

FY-97 
Request 

BWC  RevCon 

CTBT  Implementation 

External  Research 

0 

0 

1000 

250 

0 

600 

525 

4000 
1000 

Subtotal,  Program  Operations 

20563 

1IH3U 

22606 

Total,  ACOA 

45700 

41338 

48455 

Question:         Your  FY97  request  includes  $6,748,000  for  reimbursable  details  for  the  State 
Department  and  Military".   Given  1)  current  budgetary  constraints,  2)  the 
premium  that  you,  Congress,  and  the  Administration  place  on  arms  control, 
and  3)  the  fact  that  Secretary  Perry  has  called  arms  control  "our  first  line  of 
defense"  against  weapons  of  mass  destruction,  chemical  and  biological  weapons, 
you  have  a  strong  incentive  to  either  convince  other  Federal  agencies  to  provide 
detailees  to  ACDA  on  a  non-reimbursable  basis,  reduce  your  reliance  on 
reimbursable  details,  or  both.  This  is  an  issue  that  the  Committee  raised  in  last 
year's  conference  report.  What  steps  have  you  taken  in  this  regard? 

Answer:  Both  ACDA's  Director  and  his  Chief  of  Staff  have  held  discussions  with  other 

federal  agencies  about  the  desirability  of  providing  detailees  to  ACDA  on  a 
non-reimbursable  basis.  These  agencies  advised  us  that  personnel  resources  are 
a  scarce  commodity  and  therefore  that  detailees  cannot  be  made  available  on  this 
basis.  Detailees  from  the  military  services  provide  a  unique  expertise  and 
perspective  to  ACDA  which  is  essential  if  the  agency  is  to  fulfill  its  legislative 
mandate.   Eliminating  detailees  would  therefore  cause  irreparable  harm  to 
agency  operations. 

Question:        The  conference  report  on  the  Foreign  Relations  Authorization  Act  of  fiscal  years 
1996  and  1997  which  was  vetoed  by  President  Clinton  authorized  $30.0  million 
for  ACDA  for  FY97.  What  impact  would  that  funding  level  have  on  ACDA 
operations? 

Answer:  The  $30  million  level  would  represent  an  approximate  40%  reduction  in 

ACDA's  FY97  request.  At  this  level  the  Agency  operations  would  be 
significantly  curtailed.  ACDA  would  be  forced  to  severely  cut: 

•  delegations  and  activities  related  to  negotiating  and  implementing  arms 
control  agreements; 

•  acquisition  and  procurement  (of  equipment)  which  is  necessary  to 
sustain  current  operations; 

•  all  external  research; 

•  IG  activities  and  training;  and 

•  security  investigation  updates. 

The  programmatic  impact  of  these  reductions  would  seriously  impede  the 
following  critical  missions: 


reducing  the  risk  of  nuclear  proliferation; 

implementing  barriers  against  biological  and  chemical  weapons  usage  by 
countries  and  terrorists; 
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securing  further  reductions  and  controls  of  Russia's  nuclear  weapons  and 
fissile  material; 

ridding  the  world  of  the  scourge  of  landmines; 

preventing  a  return  to  the  costly  and  dangerous  arms  race  of  the  Cold 
War  era; 

ending  all  nuclear  testing; 

reporting  to  Congress  on  countries'  compliance  with  international  arms 
control  and  nonproliferation  laws  and  treaties;  and 

implementing  the  comprehensive  verification  provisions  that  are  an 
essential  component  of  arms  control  treaties. 


U.S.  COMMISSION  ON  IMMIGRATION  REFORM 

PREPARED  STATEMENT  OF  LAWRENCE  H.  FUCHS  AND  MICHAEL  S. 
TEITELBAUM,  VICE  CHAIRS 

The  Commission  on  Immigration  Reform  was  created  by  the  Immigration  Act  of  1990.  We  are  a 
fully  bipartisan  body.  We  currently  have  eight  members  who  were  appointed  by  the  majority  and 
minority  leadership  in  each  house  of  Congress. 

The  Commission's  mandate  is  to  examine  and  make  recommendations  to  this  Congress  on  the 
implementation  and  impact  of  U.S.  immigration  policy.  We  are  required  to  make  interim  reports 
as  issues  arise  and  a  final  report  in  September  1997.  The  Commission  issued  its  first  interim 
report  in  September  1994  on  illegal  immigration  and  its  second  interim  report  in  June  1995  on 
legal  immigration.  Over  the  next  year,  we  intend  to  issue  two  reports  with  interim 
recommendations,  one  on  our  nonimmigrant  system,  the  other  on  refugees,  asylees,  and  migration 
emergencies.  In  addition,  we  continue  to  pursue  our  long-term  agenda  to  assess  the  economic, 
social,  demographic  and  other  impacts  of  immigration  on  the  United  States  and  to  evaluate  the 
organizational  structure  and  management  of  the  federal  agencies  responsible  for  immigration 
policy  and  its  implementation. 

We  would  like  to  describe  briefly  the  recommendations  the  Commission  has  already  made  in  the 
hopes  that  they  will  be  useful  to  this  committee  in  setting  FY  1997  appropriations  not  only  for  the 
Commission  but  also  for  the  other  immigration-related  agencies.  We  will  then  turn  to  our  plans 
for  this  fiscal  year  and  our  request  for  next  year's  appropriations. 

The  Commission's  1994  report  to  Congress  was  entitled  U.S.  Immigration  Policy:  Restoring 
Credibility.  The  title  is  telling  of  our  recommendations.  The  Commission  believes  it  is  essential 
to  control  illegal  immigration  if  we  are  to  have  a  credible  immigration  policy.  We  believe  legal 
immigration  is  in  the  national  interest,  but  see  illegal  immigration  as  a  threat  to  both  our  long 
tradition  of  immigration  and  our  commitment  to  the  rule  of  law. 

The  Commission  recommends  a  comprehensive,  seven-point  strategy  to  restore  credibility.  The 
strategy  is  neither  cheap  nor  painless.  There  are  no  quick  fixes  to  our  immigration  problems; 
there  are  no  inexpensive  solutions.  For  too  long  we  have  neglected  immigration  as  a  public  policy 
issue  and  must  now  pay  for  the  consequences. 

Four  points  in  our  report  call  for  special  attention  and  resources.  We  are  pleased  that  both  the 
Senate  and  House  have  passed  legislation  supporting  those  reforms.  We  encourage  this 
committee  to  provide  the  resources  needed  to  implement  these  policies.  First,  we  need  improved 
border  management    The  Commission  calls  for  a  strategy  of  prevention  of  illegal  entry  and 
facilitation  of  legal  ones  in  the  national  interest.  The  concept  is  simpler,  of  course,  than  its 
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achievement.  The  Commission  was  highly  impressed  with  the  border  operations  in  El  Paso  that 
aim  to  prevent  illegal  entry.  It  is  far  better  to  deter  illegal  immigration  than  to  play  the  cat  and 
mouse  game  that  results  from  apprehensions  followed  by  return  followed  by  re-entry.  To 
accomplish  a  true  deterrence  strategy  will  require  additional  personnel  as  well  as  a  strategic  use  of 
technology  and  equipment.  We  will  also  require  new  measures  of  effectiveness  because 
apprehensions  alone  cannot  measure  success  in  preventing  illegal  entries.  Our  goal  should  be  zero 
apprehensions — not  because  aliens  get  past  the  Border  Patrol  but  because  they  are  prevented 
entry  in  the  first  place. 

While  we  tighten  our  control  over  illegal  entry,  we  must  also  reduce  the  long  waiting  times  at  our 
ports  of  entry.  It  is  ridiculous  that  people  with  legitimate  border  crossing  cards  feel  it  is  more 
convenient  to  cross  illegally  than  go  through  our  ports  of  entry.  But  that  is  the  case.  Our  own 
delegation  waited  for  one  and  a  half  hours  to  cross  from  Juarez  into  El  Paso — and  this  wasn't 
even  at  rush  hour.  In  an  age  of  NAFTA,  we  must  do  a  better  job  of  handling  the  legitimate 
border  travel. 

Our  second  set  of  recommendations  would  reduce  the  magnet  that  jobs  currently  present  for 
illegal  immigration.  We  have  concluded  that  illegal  immigrants  come  primarily  for  employment. 
The  Commission  believes  that  we  need  to  enhance  our  enforcement  of  both  employer  sanctions 
and  labor  standards.  But,  to  make  employer  sanctions  work,  we  must  improve  the  means  by 
which  employers  verify  the  work  authorization  of  new  employees.  The  Commission  believes  the 
most  promising  option  is  a  computerized  system  for  determining  if  a  social  security  number  is 
valid  and  has  been  issued  to  someone  authorized  to  work  in  the  United  States.  We  are  pleased 
that  Congress  is  in  the  final  steps  of  legislating  the  development  of  pilot  programs  that  will  phase- 
in  and  test  this  new  verification  approach.  We  urge  this  committee  to  provide  the  funding  needed 
to  develop  the  computerized  system  and  implement  the  pilot  programs. 

Third,  the  Commission  urges  greater  consistency  in  our  immigration  and  benefits  policies.  We 
believe  that  illegal  aliens  should  be  eligible  for  no  public  benefits  other  than  those  of  an  emergency 
nature,  in  the  public  health  and  safety  interest,  and  constitutionally  protected.  On  the  other  hand, 
we  urge  the  Congress  to  retain  for  legal  immigrants  eligibility  for  our  safety  net  programs.  The 
United  States  screens  legal  immigrants  to  determine  if  they  will  become  public  charges,  but 
unforeseen  circumstances — deaths,  illnesses — occur.  The  Commission  does  not  want  to  see 
individuals  whom  we  have  invited  to  enter  become  vulnerable  when  such  situations  arise.  On  the 
other  hand,  the  Commission  strongly  supports  efforts  to  make  our  public  charge  provisions  work. 
We  do  not  want  the  U.S.  taxpayer  to  bear  a  burden  when  there  is  a  sponsor  in  this  country  who 
has  pledged  to  provide  support  for  an  immigrant.  The  affidavits  of  support  signed  by  sponsors 
should  be  legally  binding,  and  the  provisions  for  deportation  of  those  who  do  become  a  public 
charge — for  reasons  known  prior  to  entry — should  be  strengthened. 

The  Commission  also  made  recommendations  regarding  impact  aid  for  states  and  localities 
experiencing  the  fiscal  effects  of  illegal  immigration.  We  believe  the  federal  government  has  a 
responsibility  in  this  area.  The  first  responsibility  is  to  control  illegal  entries;  the  second  is  to  help 
states  and  localities  with  their  fiscal  problems.  However,  we  are  skeptical  of  some  of  the  data 
used  to  calculate  these  fiscal  impacts.  At  present,  the  Commission  believes  that  the  data  to 
support  reimbursement  of  criminal  justice  costs  are  sound  and  we  urge  immediate  reimbursement 
of  these  costs.  We  are  not  prepared  to  make  such  a  recommendation  regarding  medical  and 
education  costs.  We  also  urge  that  any  impact  aid  provided  require  appropriate  cooperation  by 
states  and  localities  in  the  enforcement  of  immigration  policy. 

Fourth,  the  Commission  recommends  an  enhanced  capacity  to  remove  illegal  aliens  from  the 
country  after  they  are  identified  and  apprehended.  Highest  priority  must  go  to  the  removal  of 
criminal  aliens,  but  attention  is  needed  to  improved  deportation  capacity  for  failed  asylum-seekers, 
visa  overstayers  and  others  who  abuse  our  immigration  system.  Each  year  there  are  far  more 
individuals  who  receive  final,  uncontested  orders  of  deportation  than  are  actually  removed.  The 
issue  is  largely  one  of  resources,  having  the  staff,  detention  facilities  and  monitoring  capacity  to 
keep  track  of  deportable  aliens  and  effect  their  removal  from  the  United  States. 
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The  Commission's  second  interim  report  to  Congress  was  entitled  Legal  Immigration:  Setting 
Priorities.  There  we  support  the  broad  framework  of  legal  immigration  based  on  helping  families 
reunify,  employers  to  obtain  skills  not  available  in  the  U.S.  labor  force,  and  refugees  to  find 
protection  in  our  land.  But  we  concluded  that  more  needs  to  be  done  to  guarantee  that  the  stated 
goals  of  our  immigration  policy  are  met. 

In  particular,  our  current  system  is  not  serving  our  highest  priorities.  Families  wait  for  incredibly 
long  periods  of  time  before  their  spouses,  children,  and  siblings  are  admitted  as  permanent 
residents.  Employers  wait  for  certification  from  the  Labor  Department  that  no  U.S.  worker  is 
available  for  a  position  that  the  employer  can't  wait  to  fill.  There  are  three  and  one-half  million 
family  members  waiting  in  line  right  now.  That  simply  doesn't  make  sense,  so  the  Commission 
tried  to  find  a  way  to  create  a  new  system  able  to  admit  immigrants  in  a  timely  fashion.  Since  the 
Commission  did  not  find  sufficient  evidence  indicating  the  need  to  increase  or  decrease  current 
levels  of  immigration,  we  concluded  that  priorities  should  drive  the  numbers,  not  the  other  way 
around. 

With  respect  to  family  immigration,  the  Commission  proposed  a  system  based  on  family  priorities: 
the  closest  family  members  should  be  admitted  first.  Separating  spouses  or  parents  and  children 
cannot  be  the  basis  of  a  rational  immigration  policy.  The  Commission  would  like  to  see  a 
significant  clearance  of  the  1.1  million  backlog  of  spouses  and  minor  children  over  the  next  few 
years.  To  do  so  means  using  numbers  otherwise  available  to  other  family  relationships. 

As  noted  above,  the  Commission  is  currently  at  work  on  two  reports  while  engaging  in  research 
needed  to  answer  the  longer-term  questions  in  our  legislative  mandate.  Nonimmigrants  now 
constitute  a  larger  group  of  arrivals  into  the  United  States  than  permanent  residents  and  illegal 
aliens  combined.  Yet,  they  have  received  significantly  less  policy  attention.  The  Commission  is 
undertaking  a  comprehensive  review  of  nonimmigrant  categories  and  their  utilization  and  will 
make  recommendations  to  Congress  regarding  this  system.  We  also  continue  our  examination  of 
policies  related  to  refugee  admissions,  asylum,  and  handling  of  migration  emergencies.  In  our  FY 
1995  report  to  Congress,  the  Commission  strongly  affirmed  the  U.S.  interest  in  resettling 
refugees.  We  emphasized  the  need  for  a  thorough  assessment  of  the  criteria  used  to  admit 
refugees  and  the  procedures  for  their  admission,  particularly  in  the  context  of  post-Cold  War 
developments. 

In  FY  1997.  the  Commission  focuses  on  two  longer-term  issues:  the  absorption,  integration  and 
impact  of  newcomers  into  the  U.S.  society  and  economy;  and  the  organizational  roles  and 
relationships  of  federal  agencies  responsible  for  implementation  of  immigration  policy.  Regarding 
absorption  and  integration,  the  Commission  argued  strongly  in  its  FY  1995  report  for  the 
Americanization  of  new  immigrants,  that  is  the  cultivation  of  a  shared  commitment  to  the 
American  values  of  liberty,  democracy,  and  equal  opportunity.  The  Commission  is  examining 
policies  and  programs  that  may  foster  or  retard  such  Americanization.  The  Commission  also 
continues  its  assessment  of  the  labor  market,  fiscal,  social  and  demographic  impacts  of 
immigration,  as  required  by  our  statutory  mandate.  We  are  now  in  the  middle  of  two  major,  two- 
year  research  initiatives  that  will  provide  cutting  edge  information  on  these  issues.  One  is  an 
expert  panel  at  the  National  Academy  of  Sciences  to  assess  the  literature  on  the  demographic, 
labor  market  and  fiscal  effects  of  immigration,  undertake  new  research  to  fill  gaps  in  current 
understanding  and  report  to  the  Commission  on  their  conclusions  regarding  the  short-term  and 
long-term  implications  of  immigration  for  U.S.  society.  The  second  is  a  binational  study  with 
Mexico  that  should  provide  new  information  on  the  scale,  characteristics  and  impact  of  the  largest 
single  source  of  both  legal  and  illegal  immigration  to  this  country.  This  binational  study  will 
permit  data  collection  in  both  countries,  providing  answers  to  questions  that  cannot  be  adequately 
examined  with  data  from  the  U.S.  alone. 

Regarding  the  second  area,  the  Commission  is  examining  systematically  the  roles  and  relationships 
of  the  federal  agencies  responsible  for  the  management  and  implementation  of  immigration  policy. 
Responsibilities  are  now  dispersed  across  four  principal  Cabinet  agencies:  Departments  of  Justice, 
State,  Labor  and  Health  and  Human  Services.  In  addition,  such  agencies  as  the  Customs  Service 
play  important  roles  working  with  INS  in  implementation  of  specific  aspects  of  immigration 


policy.    The  Commission  will  report  to  Congress  on  the  strengths  and  weaknesses  of  the  current 
system  as  well  as  make  recommendations  to  improve  management  of  immigration-related 
activities.  The  Commission  established  five  workgroups  to  support  this  assessment.  They  focus 
on  legal  admissions,  border  management,  worksite  enforcement,  removal  of  illegal  aliens,  and 
refugee  admissions  and  assistance.  Each  workgroup  is  mapping  out  the  organizational  roles  and 
responsibilities  in  its  area,  the  management  issues  that  need  to  be  addressed,  and  options  for 
streamlining  implementation  and/or  reducing  duplication  of  efforts. 

As  the  Commission  moves  into  its  final  full  fiscal  year,  our  plate  is  full.  The  appropriations 
requested  by  the  Commission  will  permit  us  to  complete  these  tasks  with  the  same  attention  and 
professionalism  that  have  characterized  our  labors  until  now. 

The  attached  budget  justification  presents  details  of  this  appropriation  request.  We  thank  you 
again  for  this  opportunity  to  discuss  the  work  and  recommendations  of  the  Commission  on 
Immigration  Reform.  We  also  want  to  state  for  the  record  our  commitment  to  work  with  this 
Committee  as  you  address  the  very  challenging  issues  arising  in  the  appropriation  of  funds  to 
improve  implementation  of  immigration  policy.  We  are  the  creation  of  Congress  and  offer 
ourselves  as  a  resource  to  help  you  in  your  work 

QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 
STAFFING 

Question.    Does  the  Commission  assume  an  increase  in  the  number  of  staff  or 
an  increase  in  administrative  overhead  during  FY97?  If  the  Commission  does  assume  an 
increase  in  staff,  will  this  need  be  filled  by  temporary  employees?  Is  the  Commission 
pursuing  contracting-for-service  options? 

Answer.  The  Commission's  FY97  budget  assumes  the  addition  of  a  half-time 
staff  member  who  will  analyze  the  available  research  on  the  labor  force  and  other 
adjustment  of  immigrants  and  their  impact  on  U.S.  communities.  While  much  of  the 
Commission's  research  is  undertaken  by  contractors,  we  require  staff  to  assess  the 
research  findings  and  determine  their  implications  for  policy  development.  Since  the 
Commission  sunsets  on  January  1, 1998,  this  staff  position  will  be  filled  by  a  temporary 
employee.  The  Commission  already  contracts  with  the  General  Services  Administration 
for  many  of  our  administrative  services. 

FINAL  REPORT 

Question.  According  to  the  FY97  justification,  the  Commission  will  issue  its  final 
report  by  September  30,  1997.  Is  this  the  Commission's  final  official  act?  What  is  the 
projected  time  line  for  completion  of  the  final  report? 

Answer.  Issuance  of  the  Commission's  final  report  is  not  our  final  official  act. 
The  Immigration  Act  of  1990  requires  that  the  Committees  on  the  Judiciary  in  both  houses 
of  Congress  initiate  hearings  no  later  than  90  days  after  the  receipt  of  our  final  report  to 
consider  the  Commission's  findings  and  recommendations.  The  legislation  provides  for 
continued  operation  of  the  Commission  until  January  1,  1998  in  order  to  permit 
Commissioners  and  staff  to  provide  testimony  to  these  committees  and  to  disseminate  the 
final  report. 

Regarding  the  time  line  for  completing  the  final  report  by  September  30,  1997,  the 
Commission  plans  to  hold  its  final  public  hearings  and  consultations  by  April  30,  1997. 
We  also  expect  to  receive  reports  from  our  major  research  contracts  by  that  date. 
Between  May  1  and  July  31,  the  Commissioners  will  review  systematically  the  findings  of 
the  hearings,  consultations  and  commissioned  research,  consider  options  papers  on  the 
major  issues  raised  by  this  information,  and  meet  to  discuss  the  options  and  develop 
recommendations  to  Congress.  During  August  and  September,  the  Commission  will 
complete  the  preparation  of  the  final  report  detailing  these  findings  and  recommendations. 
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NORTH-SOUTH  CENTER  AT  THE  UNIVERSITY  OF  MIAMI 
PREPARED  STATEMENT  OF  AMBLER  H.  MOSS,  JR.,  DIRECTOR 

Mr.  Chairman  and  Members  of  the  Subcommittee.  I  appreciate  the  opportunity  to  appear 
before  you  today  to  present  testimony  and  to  seek  your  continued  support  in  1997  for  a  unique 
national  resource,  the  North-South  Center  at  the  University  of  Miami.  During  the  short  period  of 
its  federal  funding,  the  Center  has  been  successfully  fulfilling  its  Congressional  mandate  to 
improve  relations  among  the  United  States,  Canada,  Latin  America,  and  the  Caribbean. 

We  are  convinced  that  such  a  mission  is  fundamental  to  the  national  interests  of  this 
country.  It  has  often  been  a  national  habit  to  ignore  our  neighbors  in  the  Western  Hemisphere 
until  some  shocking  event  or  crisis  compels  our  attention.  To  do  so  is  a  grave  error.  It  prevents 
us  as  a  nation  from  taking  advantage  of  great  opportunities  that  would  enhance  our  economy, 
expand  our  jobs,  and  better  protect  our  nationa "security .  It  also  keeps  us  from  understanding 
risks  before  they  reach  threatening  proportions.  The  United  States  has  long  equated  stability  in 
the  region  with  its  own  security  interest.  The  maintenance  of  that  stability  today  requires  a 
sophisticated  partnership  among  the  countries  of  the  Hemisphere.  It  also  requires  continually  new 
approaches  in  U.S.  policy. 

The  North-South  Center  carries  out  a  full  complement  of  studies  that,  while  solidly 
grounded  in  academic  research,  yield  practical,  timely,  relevant  information  for  legislators, 
policymakers,  and  informed  citizens.  Our  goal  is  to  find  solutions  to  the  problems  confronting  the 
nations  of  the  Western  Hemisphere. 

The  Center  has  brought  to  bear  on  these  problem  areas  opinions  and  research  from 
around  the  nongovernmental  community  —  business,  labor,  academia,  think  tanks,  and  other  non- 
governmental associations  and  organizations.  It  has  organized  working  groups  representing  these 
elements  to  give  recommendations  in  areas  such  as  trade  and  investment,  democratic  governance, 
and  sustainable  development.  If  it  is  true  that  "war  is  too  important  to  be  left  entirely  to  the 
generals."  then  it  follows  that  the  great  issues  of  the  Western  Hemisphere  should  be  analyzed  and 
debated  by  private  sector  and  nongovernmental  groups.  If  that  happens,  the  nation  will  benefit. 
Governments,  however,  cannot  successfully  convoke  and  organize  nongovernmental  opinion.  As 
a  respected,  independent,  public  policy  institution,  the  Center  has  served  this  role  successfully. 

Over  the  course  of  the  past  year,  in  fact,  the  Center's  significance  and  usefulness  has  been 
reconfirmed  repeatedly.    On  numerous  occasions  Center  staff  have  been  asked  to  advise  and 
consult  with  policymakers  and  opinion  leaders  in  the  executive  and  legislative  branches  of 
government,  nongovernmental  organizations,  and  the  private  sector.    As  the  Western  Hemisphere 
becomes  increasingly  integrated,  and  inter-American  policy  discussions  advance  in  intensity  and 
importance,  the  North-South  Center  takes  on  growing  significance  as  a  voice  lending  continuity 
and  coherence  to  the  dialogue.   The  private  funding  that  the  Center  has  received  in  support  of 
one  of  its  major  programs  ~  research  grants  on  sustainable  development  -  is  a  further  reflection 
of  that  fact. 

We  do  not  pretend  to  be  able  to  predict  events  in  Latin  America  with  certainty,  nor  do  we 
believe  that  it  is  possible  to  do  so.  By  studying  the  right  issues  and  developing  expertise, 
however,  we  can  make  a  contribution  by  helping  to  find  practical  solutions.  At  the  present  time. 
for  example,  the  Center  has  programs  seeking  to  advance  the  "business  facilitation"  dimensions 
of  trade  negotiations,  foster  the  prospects  of  linking  economic  growth  and  sustainable 
development  through  "eco-efficiency,"  improve  our  understanding  of  the  socioeconomic  and 
cultural  dimensions  of  migration  in  the  hemisphere,  and  promote  the  deepening  of  democracy 
through  a  large-scale  comparative  study  of  the  "fault  lines  of  democratic  governance"  in  the 
Americas.  With  high  levels  of  poverty  and  inequality  persisting  in  the  region,  mutually 
reinforcing  progress  in  each  of  these  areas  is  essential  to  the  profound  economic  and  political 
reforms  now  underway. 

The  North-South  Center  Press  regularly  produces  quality  publications  dealing  with  such 
concerns.    For  instance,  the  volume  Advancing  the  Miami  Process:   Civil  Society  and  the  Summit 
of  the  Americas  is  an  exhaustive  source  book  bringing  together  in  one  place  all  of  the  major 
documents  and  commentaries  produced  in  relation  to  the  Summit  of  the  Americas,  including  both 
official  Summit  documents  and  nongovernmental  and  private  sector  publications  and  proposals. 
Our  recent  white  paper  on  The  Free  Trade  Area  of  the  Americas:   Private  Sector 
Recommendations  on  Advancing  Western  Hemisphere  Trade  distilled  the  collective  wisdom  of 


over  60  trade  specialists  from  throughout  the  hemisphere  to  craft  detailed  policy  recommendations 
for  the  recent  inter-American  trade  ministerial  in  Cartagena,  Colombia.   Our  recently  released 
volume,  Privatization  Amidst  Poverty,  detailed  the  successful,  yet  incomplete,  economic 
restructuring  processes  in  the  major  countries  of  the  region,  while  identifying  the  challenges  that 
lie  ahead  in  expanding  trade,  social  investment,  and  opportunities  for  political  participation.   And 
Drug  Trafficking  in  the  Americas  —  the  product  of  a  three-year,  multicountry  research  project  — 
remains  the  most  exhaustive  treatment  of  its  topic  yet  published. 

At  the  same  time,  we  live  in  an  era  of  unparalleled  opportunity,  which  this  country  cannot 
afford  to  lose.  Democracy  has  reached  a  high  plateau  in  the  hemisphere;  today  the  only  country 
without  a  freely  elected  leader  is  that  anachronism  of  the  Cold  War.  Cuba.    Ever  since  the 
"Enterprise  for  the  Americas  Initiative"  of  President  George  Bush  in  June  1990.  this  country  has 
pursued  a  bipartisan  trade  policy  in  recognition  of  potential  benefits  to  the  United  States.  From 
the  Enterprise,  to  NAFTA,  to  GATT,  to  the  Summit  of  the  Americas,  free  trade  in  the  Western 
Hemisphere  has  been  understood  as  a  national  interest  to  pursue. 

The  case  is  compelling.    U.S.  exports  to  the  region  have  climbed  from  $31  billion  in  1986 
to  over  $100  billion  last  year.  The  Department  of  Commerce  estimates  that  Latin  America  will 
surpass  Europe  as  a  market  for  U.S.  exports  by  the  year  2000,  and  that  by  2010  exports  to  Latin 
America  will  be  greater  than  those  to  Europe  and  Japan  combined.  The  Western  Hemisphere  as  a 
whole  will  be  a  market  of  around  800  million  people  by  the  early  21st  century  and  already  has  a 
$7  trillion  combined  gross  domestic  product.  14  percent  of  the  world's  population,  and  31  percent 
of  global  wealth.  The  United  States  can  be  the  major  player  in  this  market,  but  we  will  not 
automatically  have  that  privilege  if  we  do  not  act  quickly  to  preserve  and  enhance  our  position. 
The  Europeans  and  Japanese,  in  particular,  are  intent  upon  competing  with  us  head  on  in  the 
growing  markets  of  the  Americas. 

These  issues  are  all  familiar  to  us  at  the  North-South  Center.  For  the  past  decade,  the  Center 
has  vigorously  addressed  the  range  of  challenges  to  the  Americas  —  the  pursuit  of  free  market 
economics  and  democracy,  crises  of  poverty  and  sustainable  development,  and  the  construction  of 
trade  partnerships  that  cross  international  borders.  In  order  to  be  effectively  addressed,  these 
challenges  must  be  placed  in  the  proper  context,  and  that  places  a  premium  on  accessible,  policy- 
relevant  research  that  goes  beyond  today's  headlines.    For  precisely  this  reason,  the  North-South 
Center  stands  at  the  crossroads  of  the  Americas  as  a  unique  global  resource:  the  only  research 
and  public-policy  studies  center  dedicated  to  finding  practical  responses  to  hemispheric  challenges 
affecting  the  United  States. 

Toward  a  Better  Hemisphere: 

The  Center  engages  and  informs  government  and  opinion  leaders  throughout  the 
Americas  by  means  of  conferences,  public  affairs  activities,  and  pertinent  research  resulting  in 
timely  publications.    It  has  become  a  focal  point  for  the  cooperative  study  of  hemispheric  issues. 
a  respected  clearinghouse  for  ideas,  and  an  adept  coordinator  of  international  projects. 

The  North-South  Center's  work  unfolds  against  a  backdrop  of  auspicious  changes  and 
urgent  concerns.  The  Center  addresses  these  issues,  as  it  has  for  more  than  ten  years,  influencing 
positive  change  throughout  the  Western  Hemisphere  in  several  distinctive  ways: 

•  Supporting  economic  growth,  competitiveness,  jobs,  and  regional  trade  integration; 

•  Serving  as  a  catalyst  to  promote  solutions  for  pressing  regional  problems,  including 
regional  conflicts; 

•  Promoting  democratic  governance  and  social  change  with  equity; 

•  Providing  a  forum  for  the  study  of  environmental  policies  that  promote  sustainable 
development: 

•  Developing  research  and  training  programs  that  foster  the  exchange  of  ideas  and 
analysis  of  critical  hemispheric  issues: 

•  Promoting  technical  and  scholarly  interchange  and  productive  networks  among  scholars 
and  throughout  the  private  and  public  sectors; 
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•  Expanding  institutional  linkages  through  cooperative  study  of  hemispheric  issues;  and 

•  Producing  policy-relevant  books  and  reports. 

Strategically  located  in  Miami  —  the  natural  gateway  between  the  United  States  and  most 
of  Latin  America  and  the  Caribbean  —  the  Center  hosts  leaders  and  scholars  who  value 
opportunities  for  dialogue,  study,  and  exchange  in  an  ambience  free  of  partisan  agendas.  The 
Center  is  bound  only  by  a  commitment  to  democracy,  economic  progress,  and  the  free 
interchange  of  ideas.  No  other  organization  matches  the  Center's  location,  staff,  publications,  and 
programs  in  promoting  contacts  and  dialogue  among  the  nations  and  peoples  of  the  Americas. 

The  Issues:  How  the  North-South  Center  Advances  Policy 

Relations  between  the  United  States  and  its  hemispheric  neighbors  are  marked  by 
interdependent  linkages  of  fundamental  importance.  The  North-South  Center  developed  its  agenda 
in  response  to  two  overarching  concerns:  the  need  to  confront  the  challenging  issues  of  the 
Western  Hemisphere  and  the  need  to  seize  new  opportunities  now  that  Cold  War  rivalries  have 
ceased  to  be  a  threat  to  the  Western  Hemisphere.    Among  the  issues  of  most  interest  are  these 
seven: 

1.  Trade:  Trade  is  the  most  powerful  force  for  integration  and  prosperity  on  the  planet.  A 
free  trade  area  extending  from  Alaska  to  Tierra  del  Fuego  is  on  the  horizon,  heralding  an 
integrated  hemisphere  of  prosperous,  democratic  peoples.  In  recognition  of  the  needs  and 
opportunities  for  the  Western  Hemisphere  to  meet  the  challenges  of  world  trade,  the  North-South 
Center  sponsors  activities  and  research  addressing  hemisphere-wide  integration  efforts,  as  well  as 
inter-American  trade  promotion.  It  has  been  an  area  of  emphasis  for  the  past  five  years. 

A  1991  North-South  Center  study  anticipated  that  the  Caribbean  would  not  necessarily 
share  in  the  benefits  of  a  North  American  Free  Trade  Agreement  (NAFTA)  and  risked  being 
prejudiced  through  trade  and  investment  diversion.  The  results  could  be  downturns  in  economic 
activity  in  that  subregion,  negative  effects  on  the  economies  of  many  southern  U.S.  states,  and  a 
corresponding  immigration  push  from  the  Caribbean.    Bipartisan  legislation,  aimed  at  correcting 
that  condition,  is  pending  before  the  Congress. 

Today,  the  North-South  Center  is  actively  monitoring  the  eleven  issue  areas  that  are  the 
subject  of  discussion  in  preparing  negotiations  for  the  creation  of  a  Free  Trade  Area  of  the 
Americas  by  the  year  2005.   While  helping  to  build  the  technical  foundations  necessary  for  free 
trade  negotiations,  the  Center  is  at  the  same  time  providing  an  ongoing  vehicle  for  private  sector 
input  into  the  FTAA  deliberations. 

2.  Economic  Growth  and  Development:  Increased  regional  investments  are  vital  both  to 
North-South  relations  and  to  the  United  States'  economic  and  trade  interests.  Programs  on 
investment  promotion,  training,  research,  and  coordination  of  hemisphere-wide  investment  efforts 
are  central  to  the  Center's  agenda.  Sound  economic  policies  that  recognize  private-sector 
leadership  and  development  as  the  engines  for  shared  prosperity  are  essential  to  socioeconomic 
improvements  in  Latin  America  and  the  Caribbean  and  crucial  to  the  well-being  of  the  United 
States.  The  North-South  Center  stands  on  the  cutting  edge  of  scholarship  and  policy  formation  on 
competitiveness,  hemispheric  business  activities,  and  government  and  labor  relations. 

3.  Democratization:  The  North-South  Center  works  to  identify  the  forces  that  undermine 
democratic  consolidation  in  the  Americas.  Not  content  with  the  limited  criteria  of  formal 
democracy,  which  are  often  satisfied  by  nominally  free  elections  and  the  establishment  of  political 
pluralism,  the  Center  is  engaged  in  a  multifaceted  approach  to  the  challenges  of  democratization 
and  democratic  consolidation.  It  has  provided  forums  for  compromise  and  broadened  political 
participation  in  response  to  threats  in  recent  years  to  democratic  reforms  in  Haiti,  Venezuela, 
Peru.  Brazil,  Nicaragua,  and  El  Salvador. 

The  Center  has  acted  as  a  catalyst  in  promoting  dialogue  between  disputing  political 
factions  in  Peru.  Nicaragua,  Panama,  and  El  Salvador.  It  has  tackled  tough  issues  such  as 
compensation  for  property  confiscated  by  the  Sandinistas  in  Nicaragua.    And  the  Center  closely 
morutors  the  situation  in  the  hemisphere's  one  clearly  nondemocratic  nation  --  Cuba.    The 
implications  for  U.S.  foreign  policy  of  changing  conditions  on  the  island  have  been  analyzed  in 
relation  to  key  issues,  with  special  attention  to  policy  options  in  response  to  migration  and 
reforms  in  the  Cuban  economy. 
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4.  Drug  Policy:  Drug  trafficking  is  linked  to  violence  and  to  social  realities  that  impede 
economic  development  and  democratization.  Despite  the  drug  trade's  pervasive  effects,  a 
knowledge  gap  remains.  The  Center  organized  a  multi-year,  multinational  study  of  the  effects  of 
drug  trafficking  in  the  Western  Hemisphere.  Its  in-depth  analysis  is  designed  to  assist  in 
formulating  and  implementing  policies  to  combat  narcotics  trafficking  and  consumption  and  to 
address  their  social,  political,  and  regional  causes  and  consequences. 

5.  Refugees  and  Immigration:  The  Americas  have  been  profoundly  affected  by  massive 
and  increasing  movement  of  immigrants,  especially  from  Mexico,  Haiti,  Cuba,  Central  America, 
and  South  America  to  Canada  and  the  United  States.  The  Center's  research  examines  social 
issues  that  cause  immigration  and  its  effects  throughout  the  hemisphere.  The  only  long-term 
solution  to  mass  immigration  is  economic  development.  It  is  that  simple;  we  worry  about  illegal 
immigration  from  Mexico  but  not  from  Canada. 

6.  Social  Change  and  Equity:  As  many  Latin  American  and  Caribbean  societies  are 
undergoing  massive  changes,  the  Center  focuses  on  research  projects  designed  to  safeguard 
human  rights  and  increase  the  flow  of  practical  information  regarding  basic  human  needs, 
including  improved  public  health  and  education  and  the  alleviation  of  poverty  and  urban  violence. 
Democracy  is  sustainable  to  the  extent  that  its  foundations  are  sound.  The  elimination  of 
corruption,  complete  reform  of  judicial  systems,  and  similar  changes  underpin  a  sound  society 
and  equitable  governance. 

7.  Environment  and  Sustainable  Development:  From  the  forests  and  wetlands  of  the 
North  to  the  oceans  and  rain  forests  of  the  South,  the  hemisphere's  environmental  inheritance  is 
under  siege.  Rising  economic  expectations  and  demographic  explosions  bring  social  forces  into 
conflict  with  efforts  to  preserve  the  environment.  As  trade  and  economic  growth  accelerate, 
increased  cooperative  efforts  must  be  made  to  deal  with  environmental  degradation.  The 
North-South  Center  produces  research  addressing  the  imperative  to  reconcile  economic  growth 
and  prosperity  with  a  safe,  clean  environment. 

The  Center  has  pioneered  studies  of  the  environmental  impact  of  trade  expansion  through 
free  trade  agreements.  In  the  light  of  Chile's  pending  accession  to  NAFTA,  this  is  an  issue  of 
immediate  relevance.  Using  Venezuela  as  a  model,  the  Center's  researchers  have  developed  a 
methodology  through  which  U.S.  trade  negotiators  and  other  planners  can  determine  the 
environmental  effects  of  a  free  trade  agreement  between  the  United  States  and  any  other  Western 
Hemisphere  country. 

In  1996,  the  Center's  privately  sponsored  external  grant  competition  will  award  grants  for 
research  that  explores  the  compatibility  between  economic  growth  and  sustainable  development. 

Mr.  Chairman,  we  fully  realize  that  the  new  Congress  faces  many  difficult  funding 
decisions.   In  an  age  of  deepening  interdependence  in  the  Americas,  and  with  great  opportunities 
for  regional  economic  growth  before  us,  the  North-South  Center  provides  a  value-added  return  on 
U.S.  taxpayer  dollars.    As  a  national  resource  providing  informed  analysis  of  issues  whose  effects 
reach  into  every  American  home,  the  North-South  Center  represents  an  investment  in  our 
citizens'  future  and  well-being. 

We  are  seeking  $4  million  in  continued  federal  support  in  FY  1997  for  the  North-South 
Center. 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  submit  this  statement  in  support  of  FY 
1997  funding  for  the  North-South  Center. 

EAST- WEST  CENTER  FOR  CULTURAL  AND  TECHNICAL  EXCHANGE 
PREPARED  STATEMENT  OF  KENJI  SUMIDA,  PRESIDENT 

Chairman  Gregg  and  Members  of  the  Subcommittee:  Thank  you  for  the 
opportunity  to  submit  this  written  testimony  that  seeks  your  continued  support  of  the 
East- West  Center's  appropriation  for  fiscal  year  1997.  As  you  know,  the  East- West 
Center  was  established  by  the  United  States  Congress  in  1960  to  promote 
understanding  and  relationships  between  and  among  the  countries  and  peoples  of  Asia, 
the  Pacific  and  the  United  States  through  cooperative  study,  training  and  research. 
The  wisdom  of  a  visionary  Congress  in  foreseeing  the  growing  importance  of  Asia  and 


811 


the  Pacific  has  been  borne  out  many  times  since  then.  The  most  serious  multinational 
conflicts  since  World  War  II  have  occurred  in  Asia  and  the  most  dynamic  growth  in 
commerce  and  trade  have  and  is  occurring  in  that  vast  region.  Today,  the  best 
opportunities  as  well  as  the  most  critical  challenges  for  America's  economy  are  in  the 
developed  countries  of  East  Asia,  and  the  rapidly  developing  economies  in  South  and 
Southeast  Asia.  And  despite  the  end  of  the  Cold  War,  serious  threats  to  U.S.  regional 
security  and  political  interests  still  remain  in  the  Korean  Peninsula,  the  Taiwan 
Straits,  the  South  China  Sea,  the  Indian  Sub-Continent  and  several  other  potential  hot 
spots  in  the  region. 

For  the  past  thirty-five  years,  we  have  been  bringing  students,  government 
officials,  scholars,  journalists,  business  executives  and  other  professionals  from  the 
United  States,  Asia  and  the  Pacific  to  the  Center  to  live  and  work  together,  give  and 
receive  instruction,  exchange  views  and  information,  conduct  joint  research  to  solve 
common  problems,  and  establish  close  and  lasting  relationships.  Some  42,000 
individuals  have  participated  in  East- West  Center  programs.  Many  of  them  are  now  in 
positions  of  influence  in  government,  education,  business  and  the  media  where  they 
continue  to  work  in  a  cooperative  manner  to  promote  more  constructive  understanding 
and  relationships  between  the  United  States  and  the  countries  of  Asia  and  the  Pacific. 
Clearly,  it  is  these  enduring  bonds  of  friendship  and  trust  that  are  key  to  future  world 
peace,  prosperity  and  stability. 

The  collaborative  research  conducted  at  the  Center  produces  information  and 
analyses  that  help  to  illuminate  the  underlying  demographic,  environmental,  resource, 
economic  and  political  changes  affecting  the  region.  The  Center's  educational  programs 
are  focusing  more  and  more  on  helping  Americans,  particularly  our  future  educational, 
government  and  business  leaders,  to  gain  a  better  understanding  of  the  Asian 
countries,  their  peoples,  cultures,  economies,  and  political  systems  so  they  can  deal 
more  effectively  with  a  region  that  will  directly  impact  the  lives  of  every  American  well 
into  the  next  century.  Our  effectiveness  in  these  efforts  flows  from  the  fact  that  we 
enjoy  a  special  position  of  trust  and  credibility  in  Asia  and  the  Pacific  as  a  neutral, 
open  and  objective  international  forum  for  dialogue  and  collaborative  study  and 
research.  We  have  learned  that  we  enjoy  this  position  of  acceptance  because  of  our 
proven  record  of  thirty-five  years  in  the  region;  because  of  our  location  in  a  multi-ethnic 
society  in  the  middle  of  the  Pacific;  and  because  we  are  an  institution  of  the  one  nation, 
America,  that  is  accepted  as  a  leader  and  honest  broker  in  the  region. 

These  accomplishments  of  the  past,  and  our  existing  strengths  and  reputation  in 
the  Asia-Pacific  region,  have  been  made  possible  by  the  strong  support  that  Congress 
and  this  Subcommittee  have  provided  over  our  thirty-five  year  history.  However,  it  is 
clear  that  given  the  budgetary  challenges  faced  by  Congress,  you  can  no  longer 
continue  to  provide  the  same  level  of  support.  With  the  reduction  of  Congressional 
funding  of  over  50%,  from  $24.5  million  to  $11.75  million  this  year,  the  Center  found  it 
necessary  to  reduce  our  staffing  by  more  than  50%.  At  the  same  time,  we  have  initiated 
an  aggressive  effort  to  diversify  and  increase  our  source  of  funding  support  from  other 
governments,  foundations,  individuals  and  the  corporate  sector  both  in  the  United 
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States  and  in  Asia  and  the  Pacific.  We  have  made  progress  on  this  front,  and  our  goal 
is  to  raise  at  least  50%  of  our  funds  from  these  other  sources.  However,  these  efforts 
will  not  produce  the  needed  results  overnight,  and  we  must  continue  to  rely  on 
Congress  for  our  core  infrastructure  and  overhead  expenses,  since  external  sources  are 
not  likely  to  provide  for  these  costs.  Today,  the  Center  needs  more  time  to  fully  develop 
its  fund  raising  capacities  to  achieve  its  goal  of  raising  at  least  $10-$  12  million 
annually  to  supplement  our  core  Congressional  appropriation.  Another  immediate  and 
drastic  reduction  in  our  appropriation  for  fiscal  year  1997  would  result  in  the  forced 
layoff  of  staff  and  researchers  who  are  critical  to  our  fund  raising  efforts  and  will 
seriously  threaten  our  ability  to  continue  to  effectively  meet  our  Congressional 
mandate. 

It  is  for  these  reasons  that  we  make  a  special  plea  to  this  Subcommittee  to  assist 
us  in  maintaining  our  Congressional  funding  at  the  current  level  of  $11.75  million. 
This  will  allow  us  to  retain  the  critical  mass  of  staff  and  core  support  needed  to  initiate 
and  conduct  projects  and  programs  that  can  successfully  generate  the  needed  external 
funds.  In  this  way,  the  Center  will  be  able  to  continue  to  serve  America's  long-term 
interests  in  the  region  by  promoting  understanding  and  relationships  between  and 
among  the  peoples  of  the  United  States,  Asia  and  the  Pacific;  by  continuing  to  produce 
information  and  analyses  that  deepen  understanding  of  the  dynamic  changes  occurring 
in  the  region;  and  by  maintaining  its  programs  to  better  educate  Americans  and 
prepare  them  for  constructive  engagement  in  Asia  and  the  Pacific. 

Again,  thank  you  for  your  past  support  and  the  opportunity  to  submit  this 
written  testimony  for  your  consideration.  If  you  have  any  questions  or  desire  additional 
information,  we  would  be  pleased  to  respond. 

THE  ASIA  FOUNDATION 
PREPARED  STATEMENT  OF  WILLIAM  P.  FULLER,  PRESIDENT 

Thank  you  for  the  opportunity  to  submit  testimony  on  behalf  of  The  Asia  Foundation's  Fiscal 
Year  1997  budget  request.  The  Foundation  is  grateful  for  the  support  that  Congress  and  this 
Committee  have  provided  over  the  years. 

The  past  year  has  been  challenging  for  the  Foundation.   We  have  faced  severe  budget  cuts 
following  a  two-thirds  cut  in  our  Congressional  funding,  forcing  difficult  decisions  about 
priorities.    In  response  to  a  declining  budget,  and  in  view  of  the  many  country  and  regional 
changes  occurring  in  Asia,  the  Foundation  undertook  a  six-month  strategic  planning  exercise 
to  review  its  mission,  programs,  organizational  structure,  and  funding.   We  come  away  from 
this  exercise  convinced  that  our  basic  three  programming  priorities- 1)  democratic 
governance  and  the  rule  of  law,  2)  open  trade  and  investment,  and  3)  productive  U.S. -Asian 
relations-are  of  enduring  value  and  a  high  priority  both  in  Asia  and  the  United  States. 
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Further,  because  of  its  network  of  small  field  offices,  long-term  experience  with  the  region 
and  performance,  The  Asia  Foundation  is  the  best  positioned  private  U.S.  organization  to 
advance  each  of  these  priorities  in  Asia.  The  Asia  Pacific  remains  a  region  of  tremendous 
potential  and  significant  challenge.  There  is  a  growing  movement  in  Asia  toward  more 
democratic  systems  and  increased  pluralism,  though  not  in  all  countries.    At  the  same  time, 
complex  problems  of  security,  ethnic  tension  and  economic  dislocation  continue  to  plague  the 
region  and  some  of  its  new  democratic  regimes.  Active  American  participation  in  the  region 
is  critical  and  the  Foundation's  enduring  presence  and  activities  in  Asia  are  a  key  component 
of  U.S.  commitment  and  engagement  in  the  region. 

This  uncertain.  post-Cold  War  period  is  not  the  time  to  pull  low-cost,  efficient  operations 
like  The  Asia  Foundation  out  of  Asia.  The  Asia  Foundation  is  an  irreplaceable  American 
asset  that  is  already  positioned  in  Asia.  It  has  developed  over  a  forty  year  period  and  it  is 
doubtful  it  could  be  cheaply  reconstructed  once  it  is  dismantled. 

The  democratic  institutions  that  we  nurture  today  will  provide  the  underpinnings  that  ensure 
level  playing  fields  with  our  future  trading  partners.  Economic  growth  is  opening 
opportunities,  but  there  are  challenges  that  must  be  met.  Asians  are  building  regional 
institutions  and  looking  at  new  forms  of  regional  cooperation.  New  Asian  realities  require  a 
flexible,  adaptable  American  presence  in  the  region.  The  Asia  Foundation  is  uniquely 
positioned  to  build  on  these  dialogues  and  institutional  relationships. 

I  want  to  state  frankly  to  the  Committee  that  the  survival  of  the  Foundation  as  a  unique 
American  asset  in  Asia  is  at  stake.  If  the  general  appropriation  continues  at  the  FY96  level,  it 
will  force  a  further  retrenchment  of  The  Asia  Foundation's  presence  in  Asia  and  will  nearly 
eliminate  its  ability  to  operate  as  an  important  grantmaker,  identifying  and  supporting  the 
private  individuals  and  organizations  in  Asia  which  the  U.S.  wants  to  nurture.  That 
grantmaker  role  is  one  which  has  consistently  received  Congressional  support. 

It  is  the  role  which  does  the  most  to  support  the  development  of  democratic  institutions  and 
legal  systems,  further  the  development  of  open  market  policies  and  institutions,  foster  good 
will  toward  the  United  States,  and  it  is  the  role  which  is  directly  dependent  upon  sufficient 
appropriated  funding. 

There  will  be  changes  in  the  Foundation  over  the  next  few  years.    In  our  programming,  for 
example,  we  will  be  placing  greater  attention  on  improving  business  environments  and 
resolving  economic  issues,  as  well  as  strengthening  American  understanding  and  interaction 
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with  Asia.  On  the  organizational  side,  we  are  expanding  our  efforts  to  diversify  funding 
sources,   while  maintaining  our  link  to  the  U.S.  government-a  link  that  has  added 
significantly  to  influence,  access,  and  impact  in  Asia  both  for  us  and  the  government. 

Congressional  ly  appropriated  federal  funding  is  vital  for  The  Asia  Foundation-it  gives  us 
leverage  and  clout,  the  imprimatur  of  U.S.  government  funding  when  the  Foundation  deals 
with  sensitive  issues  like  democratization  and  trade,  speed  and  flexibility  to  respond  quickly 
to  new  problems  and  priorities,  and  funding  to  operate  in  countries,  such  as  China,  for  which 
there  is  almost  no  other  sources  of  support  for  the  Foundation's  programs.    It  is  this  federal 
funding  which  is  the  subject  of  my  testimony. 

I  would  like  to  focus  on  three  questions  that  we  are  often  asked  by  Congress  as  it  evaluates 
The  Asia  Foundation's  account  in  relation  to  U.S.  priorities:    1)  how  does  the  Foundation 
contribute  to  U.S.  interests  in  Asia?   2)  how  is  the  Foundation  different  from  other 
organizations?   3)  what  is  the  impact  on  the  Foundation  of  reduced  Congressional  funding? 

HOW  DOES  THE  FOUNDATION  CONTRIBUTE  TO  U.S.  INTERESTS  IN  ASIA? 

The  Asia  Foundation  was  called  into  existence  by  the  U.S.  Government  to  serve  broad 
foreign  policy  interests  in  Asia.   This  was  true  in  1954  when  the  Foundation  was  established, 
and  it  is  true  today. 

Promoting  U.  S.  Business  Interests  and  Economic  Reform 

The  Foundation  encourages  policies  which  serve  and  support  U.S.  business  interests  through 
open  markets  and  increased  trade;  supports  organizations,  such  as  APEC,  that  are  committed 
to  open  trade;  promotes  legal  systems  that  provide  a  stable  environment  where  U.S.  business 
can  flourish;  and  facilitates  direct  engagement  between  U.S.  business  leaders  and  Asian 
decision  makers. 

In  China,  for  example,  the  Foundation  recently  gave  a  small,  strategic  grant  to  the  Shanghai 
Municipal  Economic  Research  Center  to  advance  a  proposal  to  open  Shanghai  to  joint 
venture  general  foreign  trading  companies.    Historically,  foreign  companies  had  to  use 
Chinese  intermediaries.    As  a  result,  General  Electric  has  been  given  the  opportunity  to  be 
the  first  U.S.  company  to  discuss  formation  of  such  a  joint  venture. 
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Other  examples  of  Asia  Foundation  work  at  the  policy  level  include  the  protection  of 
intellectual  property  rights  in  Thailand,  and  Indonesia;  the  establishment  of  private 
commercial  dispute  organizations  in  the  Philippines  and  Nepal;  the  development  of  securities 
exchanges  in  Thailand,  Bangladesh,  and  Indonesia;  the  deregulation  of  Malaysia's  insurance 
industry;  and  small  enterprise  development  in  the  Philippines,  Cambodia,  Vietnam,  Indonesia 
and  Bangladesh.    All  of  these  programs  are  in  the  medium  and  long  term  interests  of 
American  business,  and  consistent  with  our  values  as  a  society. 

The  Foundation's  support  for  open  trade,  particularly  through  APEC,  has  also  been 
extensive.    In  1994,  at  the  request  of  Indonesian  President  Suharto's  chief  economic  advisor, 
the  Foundation  designed  and  implemented  a  study  program  to  the  United  States  for  senior 
Indonesian  officials  to  visit  with  U.S.  business  and  government  and  help  them  prepare  to  host 
the  November  1994  APEC  meeting.   This  year,  the  Foundation  is  involved  in  helping  the 
Philippines  advance  a  strong  vision  of  the  APEC  process  during  its  chairmanship.    In  March, 
the  Foundation  brought  the  key  Filipino  officials  responsible  for  the  Philippines'  APEC 
strategy  to  meet  with  counterparts  in  San  Francisco,  Seattle,  and  Washington,  including  the 
business  community,  U.S.  Trade  Representative,  the  Undersecretary  of  State  for  Economic, 
Business  and  Agricultural  Affairs,  and  the  State  Department's  Coordinator  for  APEC.    At  the 
request  of  the  Philippine  government,  the  Foundation  will  continue  to  be  involved  in 
preparatory  activities  for  the  APEC  meeting  in  November,  a  meeting  of  great  importance  to 
our  trade  interests  in  Asia. 

In  addition  to  influencing  policy  and  legal  frameworks  that  affect  U.S.  businesses  in  Asia, 
the  Foundation  utilizes  its  contacts  to  facilitate  direct  engagement  between  U.S.  business 
leaders  and  Asia's  decision  makers.    For  example,  on  19  May,  the  Foundation  hosted  a 
meeting  between  Prime  Minister  Mahathir  of  Malaysia  and  a  select  group  of  CEOs  from  Bay 
Area  high-tech  companies  to  discuss  opportunities  for  U.S.  businesses  in  Malaysia. 

Expanding  Democracy  and  the  Rule  of  Law 

The  Foundation  promotes  U.S.  interests  and  values  by  expanding  democracy  and  the  rule  of 
law.   We  strengthen  parliamentary  processes,  support  democratic  elections,  foster 
accountability  within  governments,  and  assist  legal  and  judicial  reform  processes. 

In  the  past  year  the  Foundation  has  sjjppaQpd'VleOpn  programs  in  Bangladesh,  Cambodia. 
China,  Mongolia,  and  the  Russian  Far  East  by  educating  voters,  providing  non-partisan 
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candidate  training,  developing  training  materials  on  how  to  implement  fair  elections,  and 
computerizing  voter  identification  to  reduce  fraud.    In  Cambodia,  for  example,  the 
Foundation  sponsored  what  the  Embassy  has  called  a  "watershed  event"  that  convened  300 
parliamentarians,  governors,  and  leaders  of  non-governmental  organizations  to  prepare  a 
blueprint  for  national  elections  in  1998.   The  seminar  resulted  in  an  action  plan  presented  to 
Cambodia's  Co-Interior  Ministers,  that  outlines  the  tasks  the  government  must  complete  to 
have  free,  fair,  and  efficient  elections. 

The  Foundation  has  also  provided  substantial  assistance  for  the  development  of  legislative 
systems  in  16  countries.    In  1995,  the  Foundation  became  the  first  international  organization 
to  develop  an  in-country  training  program  for  Vietnam's  National  Assembly. 

In  Indonesia,  where  the  Foundation  has  been  supporting  the  National  Parliament  since  1990, 
a  Foundation-supported  workshop,  organized  on  behalf  of  the  Parliament's  security  and 
public  affairs  committee,  questioned  the  necessity  for  and  legality  of  police  action  related  to 
public  gatherings.    The  results  of  the  workshop  received  front-page  press  coverage  the  next 
day.    Subsequently  the  government  lifted  the  regulation  that  police  permits  were  required  for 
conferences,  seminars,  and  public  meetings. 

In  the  area  of  law,  the  Foundation  supports  judicial  and  legal  training,  assists  in  legal 
drafting,  supports  alternative  dispute  resolution,  provides  access  to  justice  to  thousands  of 
individuals  through  legal  aid  programs,  and  supports  court  administration  programs  to  reduce 
case  backlog. 

Building  New  Mechanisms  to  Address  Controversial  Issues 

The  Foundation  is  trusted  in  Asia  and  able  to  work  effectively  on  sensitive  issues,  owing  to 
its  non-governmental  nature  and  to  its  long  history  in  the  region.  For  example,  the 
Foundation  sponsored  a  first-of-its-kind  meeting  that  brought  together  staff  from  defense 
universities  in  12  Asia  Pacific  countries  to  address  regional  defense  issues.  The  Foundation 
has  also  convened  a  Human  Rights  Working  Group  with  representation  from  14  Asia  Pacific 
nations  to  address  in  practical,  nonconfrontational  terms  the  best  methods  to  promote  human 
rights. 

The  Foundation  is  in  a  good  position  to  contribute  positively  to  harmonious  bilateral  relations 
between  the  United  States  and  countries  of  Asia.    For  example,  as  part  of  the  Common 
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Agenda,  an  initiative  which  encourages  U.S. -Japan  cooperation  in  a  variety  of  fields,  the 
U.S.  is  encouraging  the  Japanese  to  become  more  active  in  law,  governance  and  non- 
government organization  development  projects.   The  Japanese  government  has  approached 
the  Foundation  to  help  in  its  efforts  to  contribute  more  fully  to  the  region's  stable 
development.    This  demonstrates  the  increasingly  important  role  that  non-government  actors, 
such  as  The  Asia  Foundation,  can  play  in  international  relations. 

HOW  IS  THE  FOUNDATION  DIFFERENT  FROM  OTHER  ORGANIZATIONS? 

The  Foundation  is  often  asked  how  it  differs  from  other  organizations  working  in  the 
democracy  field. 

One  important  difference  is  that  the  Foundation  has  a  broader  mandate  than  other 
organizations.    As  I  have  described,  the  Foundation  has  three  interrelated  goals  in  the  Asia 
Pacific:    1)  to  promote  democratic  governance  and  the  rule  of  law,  2)  to  open  trade  and 
investment,  and  3)  to  foster  productive  U.S. -Asian  relations.   This  important  range  of 
interrelated  activities  enables  the  Foundation  to   support  U.S.  interests  in  which  other 
organizations  are  not  involved,  including  trade  and  investment,  and  U.S. -Asian  security 
matters. 

Our  long  experience  in  programming  and  scale  of  involvement  in  Asia  represents  another 
important  distinction.   The  Foundation  has  operated  in  Asia  for  42  years,  longer  than  any 
other  American  non-governmental  organization  of  its  kind.    Further,  we  support 
approximately  700  programs  a  year.   Together,  these  attributes  give  us  unusual  access  and 
influence.    To  cite  just  one  case  in  point,  of  the  76  candidates  in  Mongolia's  June 
parliamentary  elections,  14  of  them  are  former  grantees  of  The  Asia  Foundation. 


Our  modus  operandi  is  distinct.    Unlike  other  organizations,  we  operate  through  a  network  of 
small  field  offices.   This  field  presence  gives  us  a  better  sense  of  local  conditions  and  enables 
us  to  manage  funds  more  carefully  than  is  possible  from  afar.  Other  organizations,  visiting 
U.S.  government  officials  and  even  Congressional  staff  consistently  consult  with  our 
representatives  as  a  resource  to  understand  local  circumstances,  trends  and  perceptions  of 
U.S.  policy  in  the  country,  as  well  as  for  recommendations  on  program  activity.  Our  in- 
depth  approach  to  programming,  developed  and  designed  through  country  strategies  and 
program  plans,  ensures  that  programs  are  tailored  to  individual  country  circumstances.  The 
Asia  Foundation's  programs  in  Korea  are  very  different  from  those  in  China  or  Bangladesh. 
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This  ability  to  tailor  programs  based  upon  changing  needs  and  opportunities  is  one  of  The 
Asia  Foundation's  most  distinctive  features. 

In  addition,  the  Foundation  focuses  on  building  in-country  capacity.    We  make  sequential 
grants  to  steadily  build  institutions,  develop  leaders,  and  move  policies  forward.   This 
sustained  involvement  is  made  possible  by  our  field  office  presence. 

It  is  important  to  note  that  we  do  work  cooperatively  with  other  organizations  active  in  Asia 
in  ways  which  take  advantage  of  our  comparative  strengths,  and  that  we  take  steps  to  ensure 
our  programs  are  not  duplicative. 

As  a  non-governmental  organization,  the  Foundation  has  the  advantage  of  speed  and 
flexibility,  which  is  often  difficult  for  government  programs.  And,  finally,  our  low 
administrative  overhead  and  non-bureaucratic  nature  makes  us  cost  effective  and  efficient. 

To  summarize,  though  other  organizations  share  some  objectives  with  us,  there  are 
substantial  differences  in  programs  and  activities,  emphasis,  extent  of  in-country 
involvement,  and  approach. 

WHAT  IS  THE  IMPACT  ON  THE  FOUNDATION  OF  REDUCED  CONGRESSIONAL 
FUNDING? 

The  two-thirds  cut  in  Congressional  funding  for  the  Foundation  over  the  past  year  (from  $15 
million  in  FY95  to  $5  million  in  FY96)  has  been  devastating.  We  expected  cuts  and  we  were 
prepared  to  tighten  our  belts,  but  not  a  cut  of  two-thirds.  For  a  small  organization,  the  $10 
million  cut  in  federal  funds  jeopardized  our  ability  to  operate  as  a  field-based  organization 
and  to  promote  U.S.  priority  interests  in  Asia. 

Over  the  past  year  the  Foundation  has  closed  two  field  offices  and  sharply  reduced  staff  in  all 
other  offices;  cut  by  over  60%  programs  in  several  countries,  including  Korea,  Thailand  and 
Vietnam;  completely  suspended  programming  in  Laos  and  Afghanistan;   suspended  the  Books 
for  Asia  program,  which  has  in  the  past  reached  5,200  institutions  each  year  with  American 
books;  and  suspend  plans  for  a  resident  program  in  China  and  program  explorations  in  India. 
The  Foundation  has  reduced  overall  staff  size  by  a  third.  For  many  years,  The  Asia 
Foundation  has  been  a  consistent  American  presence  in  the  region,  so  long  in  fact,  that  these 
reductions  have  alarmed  our  friends  abroad,  and  are  seen  by  Asian  governments  as  another 
example  of  American  disengagement  from  the  region. 
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While  these  changes  have  enabled  the  Foundation  to  function  temporarily  at  a  $5  million 
Congressional  funding  level,  it  is  critical  to  understand  that  even  the  current  range  of 
programs  and  field  offices  is  not  sustainable  at  $5  million. 

The  Foundation  understands  the  difficult  funding  climate  in  Washington.    As  I  stated  earlier, 
maintaining  Congressional  funding  is  a  priority  for  the  Foundation,  given  our  important 
historic  and  programmatic  link  to  the  U.S.  government,  and  our  ability  to  continue  to  work 
in  partnership  on  issues  and  programs  which  contribute  to  U.S.  interests  in  Asia.   We  do 
also,  however,  understand  and  accept  the  challenge  of  diversifying  our  funding  base,  to 
augment  federal  funding  to  secure  our  future.    We  have  experienced  some  growth  in  this 
regard  --  our  FY96  private  funding  for  specific  projects  increased  by 
SI  million  over  earlier  years  —  but  it  takes  time. 

The  House/Senate  Authorization  Conference  Committee  has  expressed  its  strong  support  for 
the  Foundation  and  has  made  clear  its  intention  to  increase  the  Foundation's  funding.     In 
March,  the  House/Senate  Authorization  Conference  Committee  marked  the  Foundation  at  $10 
million  for  FY97,  up  from  $5  million  in  FY96. 

In  light  of  the  impact  that  last  year's  funding  cuts  have  had  on  the  Foundation,  our 
contributions  to  U.S.  interests  in  Asia,  and  our  premier  position  in  Asia  to  continue  to  do 
good,  cost-effective  work  in  support  of  open  trade,  justice,  democracy,  and  productive 
international  relations,  it  is  my  hope  that  the  Committee  will  support  the  Foundation  at  the 
recommended  authorization  conference  level  of  $10  million  for  FY97. 

In  conjunction  with  that  request,  I  pledge  to  you  that  The  Asia  Foundation  will  do  its  part  as 
it  has  in  the  past,  to  vigorously  watchdog  its  expenditures  while  aggressively  pursuing  other 
sources  of  funding.  Given  sufficient  U.S.  government  support,  with  which  to  leverage  such 
additional  non-government  funding,  I  am  committed  to  sustaining  The  Asia  Foundation  as  a 
unique  asset  for  the  United  States  and  Asia  at  a  time  which  plainly  is  the  most  promising  and 
yet  challenging  in  U.S. -Asia  relations  in  this  post-Cold  War  period. 
Thank  you. 
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STATE  JUSTICE  INSTITUTE 

PREPARED  STATEMENT  OF  DAVID  A.  BROCK,  CHIEF  JUSTICE,  SUPREME 
COURT  OF  NEW  HAMPSHIRE  AND  CO-CHAIRMAN,  BOARD  OF  DIRECTORS 

We  appreciate  this  opportunity  to  submit  a  statement  for  the  record  on  behalf 
of  the  State  Justice  Institute. 

The  Institute  respectfully  requests  a  total  of  $13,550,000,  25  permanent 
positions,  and  25  workyears  for  FY  1997.  This  request  represents  an  increase  of 
$8,550,000  over  the  $5,000,000  appropriated  for  SJI  in  FY  1996. 

The  Board  of  Directors  of  the  Institute  is  very  cognizant  of  the  demands 
placed  on  the  Subcommittee  to  cut  unnecessary  Federal  spending  and  very  grateful 
that  it  did  not  follow  the  House  of  Representatives'  recommendation  to  eliminate 
funding  for  SJI  in  FY  1996.  We  appreciate  the  Subcommittee's  understanding  of 
the  unique  role  SJI  plays  in  the  nation's  criminal  and  civil  justice  systems. 

An  appropriation  of  $13.55  million  would  continue  the  Institute's  program  at 
a  level  that  will  enable  SJI  to  provide  meaningful  support  for  critically  needed 
improvements  in  our  national  system  of  justice.  This  is  the  same  level  of  support 
that  Congress  provided  the  Institute  each  fiscal  year  between  FY  1992  and  FY 
1995,  and  only  about  half  the  total  level  of  funding  that  Congress  has  authorized 
for  SJI  in  its  enabling  legislation  and  other  important  laws  aimed  at  helping  State 
courts  reduce  crime  and  protect  families. 

SJFS  UNIQUE  MISSION 

The  Institute  is  unique  in  both  its  mission  and  the  ways  it  seeks  to  fulfill  its 
numerous  statutory  duties.  Only  SJI  has  the  authority  to  assist  all  State  courts  - 
criminal,  civil,  juvenile,  family,  and  appellate  -  and  only  SJI  has  the  mandate  to 
share  information  about  important  innovations  with  State  and  Federal  courts 
nationwide. 

The  Institute  carries  out  its  national  mission  in  a  variety  of  ways  that 
maximize  the  impact  of  its  limited  funding.  They  include  -- 
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•  Supporting  national  evaluations  of  promising  State  and  local 
approaches; 

•  Serving  as  an  information  clearinghouse  to  assure  that  effective 
new  judicial  approaches  in  one  State  are  quickly  and  economically 
shared  with  every  State  judiciary  and  the  Federal  court  system; 

•  Establishing  national  resource  centers  where  State  and  local 
judges  and  court  officials  test  new  technologies,  observe  new 
approaches,  and  sit  in  classroom  settings  to  learn  from  each  other; 

•  Convening  national  meetings  to  facilitate  the  application  of  new 
solutions  to  the  most  difficult  problems  confronting  the  courts  across 
the  country;  and 

•    Delivering  national  "technical  assistance"  targeted  at  a 
jurisdiction's  specific  problems. 

The  financial  assistance  that  SJI  provides  is  an  especially  appropriate  form 
of  Federal  assistance  because  it  enables  all  50  States  --  as  well  as  the  Federal  courts 
--  to  benefit  from  the  innovations  and  improvements  made  in  any  one  State's  court 
system.  SJI's  grants  spark  those  innovations  and  transfer  information  about  them 
to  every  other  court  system  in  the  country.  SJI  grant  funds  put  a  concrete  product, 
such  as  a  "how-to"  manual,  a  judicial  benchbook,  or  an  education  curriculum  in  the 
hands  of  the  judges  and  court  staff  who  can  most  benefit  from  that  product,  coast  to 
coast.  No  Federal  agency  has  the  authority  that  matches  the  scope  of  SJI's  mission 
and  no  State  has  the  resources,  the  opportunity,  or,  in  fact,  the  reason  to  play  the 
important  national  role  that  SJI  plays. 

Importantly,  the  decision  about  what  innovations  merit  Institute  support  is 
entrusted  to  a  Board  of  Directors  composed,  by  statute,  of  State  judges,  a  State 
court  administrator,  and  members  of  the  public,  all  of  whom  are  keenly  aware  of     * 
the  real  problems  in  our  courts  and  dedicated  to  assuring  that  SJI  target  its  funds 
at  the  courts'  most  serious  problems  nationwide. 


822 


The  Institute's  enabling  legislation  assures  that  its  leadership  will  be 
politically  balanced  and  responsive  to  the  true  needs  of  the  States.  By  law,  the 
President  must  appoint  six  State  court  judges  and  one  State  court  administrator  to 
the  Board  from  a  list  of  three  candidates  for  each  position  nominated  by  the 
Conference  of  State  Chief  Justices.  Of  the  remaining  four  "public"  members  of  the 
Board,  no  more  than  two  may  be  of  the  same  political  party. 

EFFECTIVE  USE  OF  FEDERAL  FUNDS 

SJI  began  operations  in  FY  1987  with  an  appropriation  of  $7.2  million.  In 
Fiscal  Years  1988  and  1989,  Congress  appropriated  $10.98  million  to  the  Institute. 
For  Fiscal  Year  1990,  the  Institute  received  $12.02  million,  which  was  ultimately 
reduced  to  $11,861  million  through  automatic  sequestration.  For  Fiscal  Year  1991, 
the  Institute  received  an  appropriation  of  $13  million.  In  Fiscal  Years  1992 
through  1995,  the  Institute  received  an  annual  appropriation  of  $13.55  million.  In 
FY  1996,  Congress  appropriated  $5  million  for  SJI. 

Congress'  appropriations  for  the  Institute  since  its  establishment  in  1987 
have  permitted  SJI  to  support  more  than  900  projects  enabling  the  judiciaries  of 
every  State  to  handle  their  criminal  and  civil  caseloads  in  a  more  just  and  efficient 
manner.  If  the  State  courts  are  to  keep  pace  with  the  continuing  surge  of  criminal 
prosecutions  and  civil  litigation,  they  will  need  the  targeted  support  only  SJI  can 
provide.  SJI  funds  also  provide  important  leverage  in  attracting  financial  support 
from  a  variety  of  public  and  private  sources;  since  the  Institute's  inception,  more 
than  $20  million  in  outside  support  has  been  contributed  to  SJI-funded  projects. 

The  intense  demand  for  SJI  assistance  has  resulted  in  an  extremely 
competitive  discretionary  grant  program  resulting  in  awards  to  support  only  the 
highest  quality  proposals.  From  FY  1987  through  FY  1995,  the  Institute  received 
appropriations  totaling  $108,220,831.  Of  that  amount,  $90,756,619  (84%)  was 
awarded  as  giants;  only  $14,556,704  (16%)  provided  for  program  administration. 
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The  amount  awarded  for  grants  fulfilled  less  than  25%  of  the  more  than 
$395,000,000  requested  from  SJI  during  those  years. 

The  Institute's  FY  1996  funding  cycle  for  new  project  grants  began  with  the 
submission  of  giant  applications  on  February  14,  1996.  The  120  applications 
received  request  approximately  $12,000,000.  Adding  the  amounts  expected  to  be 
requested  for  other  grants  (renewal  grants,  curriculum  adaptation  grants,  technical 
assistance  pants,  and  judicial  education  scholarships)  during  the  fiscal  year,  the 
total  demand  for  SJI  assistance  this  year  should  approach  $25  million. 
Approximately  $6-9  million  is  available  for  grants. 

SJI  accomplishes  its  goals  at  an  annual  cost  that  has  never  exceeded  $13.55 
million  and  with  a  professional  staff  that  has  never  exceeded  25  people.  In  this  era 
of  Federal  fiscal  responsibility  and  restored  political  balance  between  Federal  and 
State  governments,  a  small,  economical,  non-Federal  institute  directed  by  State 
officials  and  members  of  the  public  may  be  an  excellent  working  model  for  any 
Federal  grant  program  that  serves  important  national  purposes. 

GENERAL  ADMINISTRATION 

Appropriations  Request.  For  FY  1997,  the  Institute  requests  $13.55 
million.  Of  that  amount,  only  $2,283,000  (16.8%)  would  be  allocated  for 
administration  of  the  program;  $11,267,000  (83.2%)  would  be  awarded  as  grants. 
The  administrative  budget  would  support  25  positions  and  25  FTE  workyears. 

No-Year  Funding  Authority.  SJl's  ability  to  maintain  a  funding  schedule 
that  permits  full  deliberation  of  proposals  is  possible  only  by  virtue  of  a  provision  in 
our  appropriations  legislation  that  assures  that  its  funds  will  continue  to  be 
available  until  expended,  without  regard  to  the  expiration  of  the  fiscal  year  for 
which  they  were  appropriated.  This  provision  is  essential  to  the  Institute's  ability 
to  administer  an  orderly,  non-bureaucratic,  and  fair  grant  program  without 
unnecessary  speed  or  risk  of  waste.  We  thank  you  for  your  great  contribution  to 
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this  process  and  hope  that  such  a  provision  can  be  included  in  this  year's 
appropriation  legislation  as  well. 

Representation  Expenses.  In  each  of  the  last  five  fiscal  years,  Congress 
authorized  SJ1  to  expend  $2,500  from  its  appropriation  for  official  reception  and 
representation  purposes.  For  FY  1997,  the  Institute  seeks  to  retain  the  $2,500 
authorization  for  these  purposes. 

The  reception  and  representation  funds  allow  the  Institute  to  host  functions 
where  members  of  the  judicial  and  legal  community  are  invited  to  meet  with  the 
Board  for  information  exchange  and  education  purposes.  Although  informal  in 
nature,  these  events  enable  the  members  of  the  Board  to  learn  first-hand  about  the 
real  problems  confronting  the  State  courts.  In  FY  1995,  these  funds  enabled  the 
Board  to  meet  with  Supreme  Court  justices,  trial  judges,  and  court  managers  from 
across  the  country  during  the  course  of  Board  meetings  in  California,  New  Mexico, 
North  Carolina,  and  Ohio. 

Annual  Audit.  By  statute,  the  Institute  is  subject  to  an  annual  fiscal  audit 
by  a  certified  public  accountant.  42  U.S.C.  10711  (a).  The  Board  secured  the 
services  of  Bert  Smith  and  Company  to  perform  the  audit  for  FY  1995.  A  copy  of 
the  final  audit  report  has  been  delivered  to  the  Subcommittee. 

GRANT  PROGRAM 

Appropriations  Request.  The  Institute  requests  $11,267,000  to  support  its 
FY  1997  grant  program.  Adding  the  $2,283,000  requested  for  General 
Administration  results  in  a  total  appropriations  request  of  $13,550,000  for  FY 
1997,  the  same  level  of  funding  Congress  provided  SJI  each  year  between  FY  1992 
and  1995. 

SJI's  authorization  expires  on  September  30,  1996.  Reauthorization 
legislation  co-sponsored  by  Senator  Gregg  has  recently  been  introduced  in  the 
Senate  (S.  1721).  The  bill  would  reauthorize  the  Institute  for  another  four  years 
through  FY  2000. 
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FY  1996  Grant  Program.  The  reduction  in  SJI's  funding  from  $13.55 
million  in  FY  1995  to  $5  million  in  FY  1996  led  the  Board  of  Directors  to  sharply 
limit  the  Institute's  FY  1996  grant  program  by  reducing  the  number  of  "Special 
Interest"  (high  priority)  funding  categories  from  13  to  7.  In  identifying  the  areas 
that  warranted  SJI's  continued  attention,  Board  members  relied  not  only  on  the 
Institute's  experience  and  their  own  informed  observations,  but  on  the  results  of  a 
survey  the  Institute  sent  to  approximately  400  chief  justices,  State  court 
administrators,  and  other  key  members  of  the  bench,  bar,  and  public. 
The  seven  FY  1996  Special  Interest  categories  are: 
Improving  Public  Confidence  in  the  Courts; 
Children  and  Families  in  Court; 

Improving  the  Courts'  Response  to  Gender-Related  Crimes  of 
Violence; 
Application  of  Technology; 

Education  and  Training  for  Judges  and  Other  Key  Court  Personnel; 
The  Relationship  Between  State  and  Federal  Courts;  and 
Conference  Implementation  Projects  (for  proposals  following  up  on  four 
recent  SJI-funded  conferences:  The  National  Conference  on  Eliminating  Race  and 
Ethnic  Bias  in  the  Courts,  the  National  Interbranch  Conference  on  Funding  the 
Courts,  the  National  Town  Hall  Meeting  on  Improving  Public  Confidence  in  the 
Courts,  and  the  National  Symposium  on  the  Implementation  and  Operation  of  Drug 
Courts). 

Due  to  reduced  appropriations,  former  Special  Interest  categories  that  will 
not  receive  priority  funding  attention  this  year  include  Substance  Abuse;  Improving 
the  Security  of  Courthouses,  Judges,  Jurors,  and  Witnesses;  Dispute  Resolution 
and  the  Courts;  and  Resolution  of  Current  Evidentiary  Issues.  Because  no  other 
Federal  giant  agency  or  private  foundation  dedicates  funding  for  court-focused 
projects  in  these  areas,  it  is  very  unlikely  that  State  courts  will  receive  any 
financial  assistance  to  help  them  address  these  critically  important  issues  this  year. 
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Important  Role  in  Criminal  Justice.  To  cope  effectively  with  the  very 
serious  national  crime  problems  confronting  our  individual  States,  every  part  of 
each  State's  criminal  justice  system  needs  Federal  help.  Federal  assistance  is 
exceptionally  well  justified  for  State  courts  because  over  98%  of  all  the  criminal 
prosecutions  and  civil  law  suits  brought  in  the  United  States  are  brought  in  State 
court.  As  a  result,  the  State  courts  are  responsible  for  seeing  that  the  guarantees  of 
the  Federal  constitution  and  the  objectives  of  Federal  statutes  are  truly  delivered  to 
most  Americans. 

Congress  most  recently  recognized  the  crucial  role  that  State  courts  play  in 
protecting  critically  important  Federal  interests  in  the  anti-terrorism  bill  which,  for 
the  first  time,  requires  Federal  courts  considering  habeas  corpus  petitions  in  death 
penalty  cases  to  defer  to  State  court  rulings  on  constitutional  issues  raised  in  those 
cases. 

SJI  plays  an  important  role  in  the  nation's  response  to  crime  by  evaluating 
the  effectiveness  of  new  trial  and  sentencing  approaches;  improving  judges' 
performance  in  cases  involving  violent  crimes  and  drug  abuse;  and  collaborating, 
where  appropriate,  with  the  Department  of  Justice  and  other  Federal  agencies  on 
important  efforts  to  improve  the  criminal  justice  system  and  enhance  public 
protection.    In  this  regard,  SJI  and  the  Department  of  Justice's  Office  of  Justice 
Programs  (OJP)  have  recently  reached  an  agreement  in  principle  to  enter  into  an 
Interagency  Agreement  under  which  OJP  would  make  $3  million  available  to  SJI  in 
FY  1997  to  carry  out  projects  in  the  areas  of  youth  violence,  violence  against 
women,  family  violence,  substance  abuse,  and  sentencing. 

In  addition,  SJI  has  devoted  considerable  resources  to  improving  the  public's 
confidence  in  both  the  criminal  and  civil  justice  systems.    SJI's  recent  and  future 
initiatives  in  the  areas  of  crime  and  public  confidence  in  the  justice  system  are 
highlighted  below. 
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Crime 

Family  Violence.  As  noted  above,  two  of  SJI's  seven  FY  1996  SJI  Special 
Interest  funding  categories  target  family  violence:  Improving  the  Courts'  Response 
to  Gender-Related  Crimes  of  Violence,  and  Children  and  Families  in  Court.    Nearly 
one-quarter  (27)  of  the  120  applications  received  in  the  FY  1996  funding  cycle 
address  these  issues. 

The  Gender-Related  Crimes  of  Violence  category  expressly  invites  proposals 
to  implement,  programs  that  educate  judges  about  sentencing  in  gender-related 
violent  crime  cases;  the  use  of  self-defense  and  provocation  defenses  by  battered 
women;  and  evidentiary  issues  such  as  expert  testimony  and  the  application  of  rape 
shield  laws. 

The  Children  and  Families  in  Court  category  invites  grant  proposals  in  a 
wide  variety  of  critically  important  areas  including  helping  judges  decide  child 
custody  cases  in  which  family  violence  may  be  involved;  protecting  witnesses  and 
taking  other  special  measures  in  cases  involving  gang  members;  and,  in  response  to 
specific  Congressional  legislation  (The  International  Parental  Kidnapping  Crime 
Act  of  1993),  improving  the  courts'  response  to  interstate  and  international  parental 
child  abductions. 

Several  recent  and  upcoming  grant  products  in  these  areas  merit  special 
mention.  In  January  1996,  the  Family  Violence  Prevention  Fund  in  San  Francisco 
produced  the  first  CD-ROM  program  ever  designed  for  judicial  education.  Entitled 
"Domestic  Violence:  A  Virtual  Conference  for  Judges  in  the  Criminal  Courts,"  the 
program  allows  judges  to  rule  in  hypothetical  cases  and  compare  their  rulings  to 
those  of  knowledgeable,  experienced  judges  whose  decisions  are  presented  on  the 
disk  in  live-action  video. 

A  number  of  important  SJI  projects  are  aimed  at  helping  courts  cope  with  the 
ever-rising  number  of  child  custody  cases,  particularly  cases  involving  child  or 
spousal  abuse.  The  National  Judicial  Education  Program  in  New  York  will  soon 
release  a  curriculum  presenting  effective  approaches  for  fairly  adjudicating  child 
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custody  cases  when  child  sexual  abuse  is  alleged.  Later  this  year,  the  Center  for 
Policy  Research  in  Denver  will  complete  an  Institute-funded  study  of  supervised 
visitation  programs  and  the  clients  they  serve,  which  will  provide  court 
administrators,  judges,  and  program  personnel  with  information  to  develop  and 
enhance  their  visitation  services.  This  summer,  the  National  Center  for  State 
Courts  will  publish  a  handbook  for  judges  and  court  administrators  on  the  use  of 
effective  court  procedures  for  screening  custody  cases  for  domestic  violence. 

The  National  Association  of  Women  Judges  will  produce  a  report  later  in 
1996  offering  recommendations  about  the  use  of  expert  testimony  in  criminal  cases 
involving  domestic  violence.  This  project  was  undertaken  in  collaboration  with  a 
Congressionally-mandated  study  on  battered  women's  syndrome  being  performed 
under  the  auspices  of  the  National  Institute  of  Justice  and  the  U.S.  Department  of 
Health  and  Human  Services. 

The  University  of  California  at  Davis  is  producing  a  benchbook  for  Utah 
judges  on  another  set  of  sensitive  issues  involved  in  family  violence  cases:  the 
credibility,  competence,  and  courtroom  treatment  of  child  witnesses.  The 
benchbook,  to  be  published  in  the  fall  of  1997,  will  be  designed  as  a  model  for 
creating  similar  tools  in  other  States. 

Finally,  as  reported  in  previous  budget  justifications,  SJI  awarded  a  sizable 
giant  to  support  the  National  Council  of  Juvenile  and  Family  Court  Judges 
(NCJFCJ)'s  1993  National  Conference  on  Family  Violence  and  the  Courts.  The 
momentum  of  that  conference  continues  to  live  on  in  the  form  of  numerous  new 
programs  being  undertaken  with  and  without  SJI  support.  Thirty-six  (36)  States 
have  continued  the  work  they  started  at  the  conference  by  providing  family  violence 
training  for  judges,  creating  family  violence  coordinating  councils,  establishing  case 
handling  protocols,  instituting  family  visitation  centers,  and  taking  steps  to  create 
a  variety  of  family  courts.  This  spring,  NCJFCJ  will  publish  an  SJI-supported 
guidebook  for  judges  on  key  issues  relating  to  children  and  violence  and  present 
recommendations  to  the  Department  of  Justice  and  State  courts  nationwide  about 
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how  to  most  effectively  implement  the  "full  faith  and  credit"  provisions  of  the 
Violence  Against  Women  Act. 

Substance  Abuse.  In  December  1995,  the  Institute  convened  a  National 
Symposium  on  the  Implementation  and  Operation  of  Drug  Courts  that  was 
attended  by  approximately  500  judges,  prosecutors,  treatment  providers,  and  other 
key  officials  from  all  50  States.  Responding  to  the  most  important  areas  of  concern 
identified  at  the  symposium,  the  FY  1996  Guideline  soUcited  applications  for 
projects  that  would  enhance  the  coordination  of  stringent  court  oversight  of  non- 
violent offenders  with  effective  treatment  services,  including  the  development  of 
information  systems  Unking  courts,  criminal  justice  agencies,  and  social  service 
organizations;  the  testing  of  evaluation  tools  that  will  enable  individual  courts  to 
measure  the  effectiveness  of  court-ordered  treatment  programs;  and  the  use  of 
court-enforced  treatment  approaches  in  cases  involving  child  or  spousal  abuse 
where  substance  abuse  is  also  a  factor.  Six  applicants  proposed  projects  addressing 
these  important  topics. 

Sentencing  Symposium.  The  Institute's  FY  1995  Grant  Guideline  invited 
proposals  to  conduct  a  National  Symposium  on  Sentencing:  The  Judicial  Response 
to  Crime  that  would  bring  together  judges,  legislators,  corrections  professionals, 
prosecutors,  and  others  to  evaluate  the  impact  of  sentencing  practices  on  adult  and 
juvenile  offenders,  the  criminal  and  juvenile  justice  systems,  and  the  public's 
perception  of  justice.  In  late  1995,  the  Board  of  Directors  selected  a  grantee  to 
conduct  the  conference  but,  in  light  of  the  anticipated  funding  reduction  in  FY 
199G,  the  Institute  asked  the  Department  of  Justice's  grant  agencies  to  share  the 
cost  of  the  project.  The  Interagency  Agreement  with  0  JP  noted  above  is  anticipated 
to  provide  the  funds  for  the  conference.  SJI  expects  that  the  symposium  will 
promote  new  and  informed  approaches  that  best  accomplish  the  goals  of  sentencing, 
including  deterrence  and  public  protection,  and  identify  promising  areas  where 
targeted  SJI  assistance  might  be  especially  valuable. 
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Public  Confidence  in  the  Courts 

National  Town  Hall  Meeting  and  Follow-up  Grant  Cycle.   On  October 
14,  1995,  through  a  grant  to  the  American  Judicature  Society  and  the  National 
Center  for  State  Courts,  SJI  convened  the  first  National  Town  Hall  Meeting  on 
Improving  Public  Confidence  in  the  Courts.  This  national  satellite  teleconference 
originated  in  Norfolk,  VA  with  downlink  participation  in  ten  States.  The 
conference  provided  a  national  forum  to  identify  justice  system  problems  and  plan 
specific  ways  in  which  the  participating  courts  and  the  communities  they  serve  can 
collaborate  to  address  those  problems. 

Over  1,000  court  and  community  leaders  participated  at  the  downlink  sites 
at  Kentucky  Education  Television  in  Lexington;  the  University  of  Southern 
California;  Notre  Dame  Law  School  (IN);  Tuskegee  University  (AL);  Greenfield 
Community  College  (MA)  (including  representatives  from  New  Hampshire  and 
other  New  England  States);  the  University  of  Missouri-Columbia;  the  New  Jersey 
Administrative  Office  of  the  Courts;  the  Midtown  Community  Court  in  New  York 
City;  North  Carolina  State  University;  and  the  University  of  Central  Oklahoma.  In 
addition,  in  Norfolk,  over  50  representatives  of  courts  and  national  and  State 
community  groups  developed  ways  to  translate  these  grass-roots  solutions  to  justice 
system  problems  into  a  national  strategy  for  greater  court  and  community 
collaboration. 

In  its  FY  1996  Grant  Guideline,  the  Institute  invited  proposals  for  innovative 
followup  projects  to  implement  the  recommendations,  strategies,  and  action  plans 
the  participants  developed  at  the  meeting.  Three  States  (Kentucky,  Massachusetts, 
and  New  Jersey)  and  two  national  organizations  submitted  proposals  responding  to 
the  invitation. 

Community  Courts.  SJI  is  funding  an  independent  evaluation  of  one  of  the 
most  promising  new  developments  in  American  justice,  New  York  City's  Midtown 
Community  Court  (MCC).  MCC  is  the  product  of  a  unique  public/private 
partnership  to  address  justice  system  and  public  concerns  about  low-level  but 
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highly  visible  "quality  of  life"  crimes  (e.g.,  prostitution,  shoplifting,  and  farebeating) 
in  Manhattan's  Times  Square  area  and  surrounding  residential  neighborhoods. 
The  project  has  mobilized  local  residents,  businesses,  and  social  service  providers  to 
collaborate  with  the  criminal  justice  system. 

The  evaluation  will  test  the  success  of  the  court's  innovative  approach, 
particularly  its  use  of  sentencing  alternatives  that  emphasize  visible  and  practical 
"paybacks"  to  the  community  such  as  assignments  to  neighborhood  clean-up  and 
graffiti-removal  crews,  as  well  as  help  to  local  non-profit  and  charitable 
organizations.  MCC  also  combines  criminal  justice  processing  with  court-based 
substance  abuse  treatment  initiatives,  job  employment  assistance,  and 
comprehensive  social  services.  The  innovative  nature  of  the  program  has  attracted 
national  media  attention,  including  features  on  ABC  and  Court  TV. 

Access  to  Justice.  SJI  continues  to  support  innovative  projects  seeking  to 
provide  equal  justice  to  the  growing  number  of  Americans  involved  in  litigation  who 
are  not  represented  by  lawyers.  At  last  year's  House  Appropriations  Subcommittee 
hearing,  the  Institute's  witness  described  the  successful  SJI-supported  computer 
kiosk  that  Arizona  courts  are  using  to  enable  members  of  the  public  to  file  child 
support  and  uncontested  divorce  petitions  as  well  as  small  claims  court  pleadings, 
without  lawyers. 

SJI  is  now  supporting  a  project  demonstrating  and  evaluating  the 
effectiveness  of  a  multifaceted  Self-Service  Center  in  the  Maricopa  County 
(Phoenix),  Arizona  Superior  Court.  At  the  Center,  individuals  can  obtain 
information  on  such  matters  as  how  to  file  for  a  temporary  protection  order,  enforce 
child  support  and  visitation  orders,  file  or  respond  to  a  divorce  petition,  probate  a 
will,  or  handle  an  intestate  estate.  The  Center  provides  lists  of  attorneys  willing  to 
provide  basic  advice  at  a  low  fee  as  well  as  lists  of  mediators  and  arbitrators.  All 
these  materials  are  also  being  made  available  via  the  Internet.  In  addition,  an 
extensive  automated  telephone  information  system  has  been  established  to  provide 
basic  information  on  topics  ranging  from  courthouse  hours  and  locations,  to  how  to 


obtain  a  domestic  violence  protection  order,  to  how  to  establish  a  guardianship  for  a 
minor  or  a  disabled  adult.  Thousands  of  individuals  have  already  used  the  Self- 
Service  Center  in  its  first  months  of  operation. 

Eliminating  Race  and  Ethnic  Bias  in  the  Courts.  With  SJI  grant 
support  and  the  co-sponsorship  of  a  broad  range  of  leading  national  judicial  and 
legal  organizations,  The  First  National  Conference  on  Eliminating  Racial  and 
Ethnic  Bias  in  the  Courts  convened  in  Albuquerque  in  March  1995.  The  conference 
marked  the  first  time  State,  Federal,  and  tribal  court  judges  and  court  officials  met 
with  the  public  to  focus  on  assuring  equal  treatment  for  all  parties  appearing  in  our 
nation's  courts.  Teams  from  every  State  court  system  and  the  Federal  courts 
attended  education  programs  and  developed  action  plans  to  address  the  issue  in 
their  jurisdictions.  Nine  applicants,  including  the  States  of  Alaska,  New  Mexico, 
Utah,  Virginia,  Washington,  and  the  District  of  Columbia,  submitted  applications 
responding  to  the  FY  1996  Grant  Guideline's  invitation  for  proposals  seeking  grant 
assistance  for  projects  to  implement  the  action  plans  developed  at  the  conference. 
(One  followup  grant  has  already  been  made  to  the  Louisiana  Supreme  Court  to 
support  its  Task  Force  on  Racial  and  Ethnic  Fairness.) 

Public  Education.  During  1994,  93  juniors  and  seniors  from  3  Iowa  high 
schools  field-tested  the  SJI-supported  Iowa  Courts  Curriculum  Project  developed  by 
Drake  University.  The  key  innovation  in  the  project  was  tying  an  in-school  court 
education  curriculum  to  an  in-court  work  experience.  The  students  worked  at  tasks 
such  as  maintaining  financial  records,  executing  notices  to  litigants,  and  searching 
court  records.  The  evaluation  results  indicate  that  the  in-court  aspect  of  the  project 
not  only  increased  students'  knowledge  about  the  judicial  system  but  also  had  a 
positive  effect  on  their  attitudes  about  government,  personal  responsibility,  the 
judiciary,  and  juries  as  well.  The  curriculum  and  evaluation  were  distributed  to 
court  leaders  and  judicial  educators  for  adaptation  nationally. 

The  Institute  also  has  been  a  leader  in  fostering  improvements  in  the  civil 
justice  system  by  supporting  efforts  to  evaluate  innovative  procedures  to  reduce 
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litigation  delay,  demonstrate  innovative  alternative  dispute  resolution  programs, 
and  increase  the  public's  access  to  the  legal  system.  We  would  be  delighted  to 
provide  the  Subcommittee  more  information  about  those  projects. 

In  closing,  we  respectfully  suggest  that,  at  a  time  when  every  level  of 
government  and  every  segment  of  American  society  is  demanding  more  of  the 
nation's  justice  system,  Congress  should  not  stop  funding  the  only  item  in  the 
Federal  budget  that  is  dedicated  to  helping  the  State  courts  of  this  country  manage 
an  overwhelming  torrent  of  criminal  and  civil  cases  with  greater  effectiveness, 
efficiency,  and  justice. 

We  would  be  happy  to  respond  to  any  questions  that  you  or  other  members  of 
the  Subcommittee  may  have. 

U.S.  SMALL  BUSINESS  ADMINISTRATION 
PREPARED  STATEMENT  OF  PHILIP  LADER,  ADMINISTRATOR 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  the  opportunity  to 
appear  before  you  today  to  discuss  the  President's  FY  1997  Budget  request  for  the  U.S.  Small 
Business  Administration  (SBA).  It  is  particularly  good  to  be  here  today  because  SBA  has  an 
important  story  to  tell. 

The  FY  1997  Budget  demonstrates  the  President's  continued  strong  commitment  to  the 
nation's  small  businesses  and  SBA's  responsibility  and  accountability  in  carrying  out  the 
President's  goals.  This  budget  also  continues  to  demonstrate  this  Administration's  dedication  to 
deficit  reduction.  The  record  deficit  reduction  of  the  past  three  years  has  significantly  helped 
small  businesses  by  contributing  to  lower  interest  rates  and  a  better  climate  for  private 
investment. 

The  President's  FY  1997  Budget  also  proposes  several  tax  provisions  of  benefit  to  small 
businesses.  These  include  estate  tax  relief  for  small  businesses,  an  increase  in  the  amount  of 
depreciable  property  that  small  businesses  can  expense  each  year,  an  increase  in  the  health 
insurance  deduction  for  the  self-employed,  and  pension  simplification. 

SMALL  BUSINESS  IN  THE  U.S.  ECONOMY 

In  discussing  the  specifics  of  SBA's  budget  request,  we  should  keep  in  mind  how  critical 
small  business  is  to  the  U.S.  economy.  We  all  know  --  intuitively  --  the  importance  of  small 
business.  Most  people  got  their  first  job  in  a  small  firm.  Most  of  us  shop  at  local  small 
businesses.    Many  of  us  or  our  families  have  been  involved  in  small  businesses. 

But  these  personal  experiences  are  not  the  full  story.  We  should  remind  ourselves  of  the 
broader  picture: 

•         The  number  of  small  businesses  is  growing  rapidly  --  up  49  percent  since  1982,  with  over 
807,000  new  firms  in  1994. 
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•  Small  businesses  employ  53  percent  of  the  American  work  force  and  generate  more  than 
50  percent  of  the  gross  domestic  product  (GDP). 

•  During  1994,  small  business  accounted  for  two-thirds  of  the  new  job  growth  in  the  United 
States. 

e  Small  businesses  are  our  country's  leading  source  of  innovation.  Studies  show  that  small 
firms  innovate  at  twice  the  rate  of  large  firms. 

•  Small  firms  also  bring  more  members  of  society  into  the  economic  mainstream.  New 
women-owned  business  firms,  making  up  one-third  of  all  firms,  have  grown  at  twice  the 
rate  of  men-owned  firms  for  a  decade;  black-owned  business  firms  also  grew  twice  as  fast 
as  all  firms,  according  to  the  latest  data. 

•  Small  businesses  are  the  key  to  a  successful  national  export  strategy.  Ninety-six  percent 
of  all  exporting  companies  are  small  or  medium-sized  with  less  than  500  employees, 
according  to  the  latest  Commerce  Department  data. 

•  With  the  downsizing  of  many  large  corporations,  our  nation's  economic  health  will 
increasingly  become  tied  to  the  health  of  small  business. 

What  then  does  it  take  for  today's  small  businesses  to  start,  grow,  and  compete  in  the 
world  economy? 

When  President  Clinton  named  me  Administrator  he  set  out  five  goals  for  the  SBA.  In 
all  my  discussions  with  small  business  owners  across  the  country,  and  in  all  that  we  have  learned 
from  studies,  town  meetings,  survey  after  survey,  and  the  White  House  Conference  on  Small 
Business  process,  those  five  goals  continue  to  summarize  how  we  can  better  serve  the  needs  of 
small  business: 

•  First,  increase  access  to  capital  for  small  business  owners,  especially  for  those  who 
need  loans  of  $100,000  or  less  and  those  who  have  been  traditionally  under-served,  such 
as  women  and  minority-owned  small  businesses  and  small  exporters; 

•  Second,  reinvent  and  reinvigorate  the  SBA  to  focus  more  effectively  and  efficiently 
on  customer  needs. 

•  Third,  reduce  burdensome  regulations  and  unnecessary  paperwork  requirements  that 
inhibit  the  growth  of  small  businesses. 

•  Fourth,  enhance  small  business  education,  counseling,  and  information  for  small 
business  owners. 

•  Finally,  serve  as  the  President's  "eyes  and  ears"  with  the  small  business  community, 

and  then  serve  as  a  strong  advocate  for  the  interests  of  that  community. 

SBA  takes  these  goals  very  seriously.  We  remind  SBA  employees  constantly  of  these 
goals  and  work  on  them  daily.  SBA  has  challenged  itself  to  reach  out  to  underserved  segments 
of  the  small  business  community  while  managing  an  extraordinary  growth  in  demand  for  virtually 
all  of  our  programs.  SBA  today  is  delivering  what  our  small  business  customers  need  and  want. 

Based  on  these  goals,  as  the  following  accomplishments  demonstrate,  this  is  no!,  as  I  am 
fond  of  paraphrasing  the  automobile  advertisement,  "your  father's  SBA." 


RECENT  ACCOMPLISHMENTS 

The  past  three  years  have  been  extraordinary  ones  for  SBA.  With  fewer  employees  and 
resources,  SBA  is  developing  innovative  and  efficient  ways  of  carrying  out  its  programs  in 
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partnership  with  the  private  sector,  state  and  local  governments  and  our  small  business 
customers.  In  the  past  year,  working  closely  with  our  partners,  we  have  been  meeting  all  five 
of  our  goals. 

Goal:   Increase  access  to  capital  for  small  business. 

In  1995,  SBA  provided  nearly  $11  billion  in  long-term  credit  and  other  financial 
assistance  to  more  than  67,000  small  businesses.  With  a  business  loan  portfolio  now  exceeding 
$26  billion,  we  are  clearly  improving  the  ability  of  small  firms  to  gain  access  to  the  capital  they 
need  for  survival  and  growth. 

In  our  cornerstone  program,  the  7(a)  Guaranteed  Business  Loan  Program,  approximately 
7,000  private  sector  lending  partners  worked  with  SBA  in  FY  1995  to  provide  55,596  loans 
worth  $7.8  billion  to  small  business  owners.  That  is  an  increase  of  52  percent  in  the  number  of 
loans  over  FY  1994.  Also  in  1995,  through  287  Certified  Development  Companies  (CDCs) 
located  nationwide,  4,509  Section  504  loans  were  approved  totalling  $1.6  billion.  That  is  an 
increase  of  16  percent  in  the  number  of  loans  over  FY  1994. 

We  are  also  excited  about  the  revamping  of  our  Small  Business  Investment  Company 
(SBIC)  Program.  The  new  participating  securities  program  is  making  patient  capital  available 
to  small  businesses,  and  our  successful  implementation  of  new  regulations  better  protects  against 
fraud  and  abuse  while  lowering  the  subsidy  cost  of  the  program  to  the  taxpayers.  Currently,  the 
SBIC  Program  provides  equity  and  venture  capital  to  small  businesses  through  277  licensed 
SBICs.  Over  the  past  two  fiscal  years,  SBA  has  licensed  57  new  SBICs,  representing 
approximately  $844  million  in  new  capital,  more  than  the  previous  10  years  combined. 

During  1995,  the  SBA  continued  to  expand  several  new  business  loan  pilot  programs 
designed  to  provide  financing  to  segments  of  the  small  business  community  having  difficulty 
obtaining  credit. 

•  The  Low  Documentation  (Low  Doc)  Loan  Program  has  reduced  the  application  for  loans 
under  $100,000  to  one  page.  In  FY  1995,  Low  Doc  provided  36,039  loans  valued  at 
$2.1  billion. 

•  Our  Women's  Pre-Qualification  Pilot  Loan  Program,  which  allows  us  to  pre-qualify  loan 
applications  from  women  business  owners  prior  to  their  submission  to  participating 
lenders,  produced  338  loans  worth  $35  million  in  FY  1995. 

•  In  February  1995  SBA  launched  the  FA$TRAK  pilot  which  allows  certain  participating 
lenders  to  approve,  service  and  liquidate  loans  under  $100,000  using  their  own 
documentation.  The  SBA  guaranty  on  these  loans  is  limited  to  50  percent.  In  FY  1995, 
FA$TRAK  resulted  in  490  loans  valued  at  $23  million. 

Also  during  FY  1995,  SBA's  Microloan  Demonstration  Program  provided  $12.3  million 
to  more  than  1 ,200  small  businesses  located  in  nearly  every  state.  With  an  average  size  of 
$10,500,  microloans  provide  the  critical  link  for  many  of  the  very  smallest  businesses. 

FY  1995  was  the  first  year  of  SBA's  new  Export  Working  Capital  Program  (EWCP), 
under  which  SBA  guarantees  up  to  $750,000  of  loans  made  to  small  business  exporters.  During 
the  fiscal  year,  212  EWCP  loans  were  made,  valued  at  $73.3  million. 

FY  1995  also  saw  SBA  implement  the  Defense  Loan  and  Technical  Assistance  (DELTA) 
Program  with  the  Department  of  Defense  (DoD),  in  which  SBA  will  guarantee  almost  $1  billion 
of  loans  in  FYs  1995  through  1998  to  small  businesses  adversely  affected  by  defense  downsizing. 


Goal:  Reinvent  and  reinvigorate  the  SBA  to  focus  more  effectively  and  efficiently  on 
customer  needs. 

SBA  has  become  one  of  the  Administration's  most  active  agencies  when  it  comes  to 
reinvention.  SBA  is  proud  of  its  status  as  a  volunteer  pilot  agency  in  implementing  the 
Government  Performance  Results  Act  (GPRA),  P.L.  103-62,  which  requires  government  agencies 
to  develop  goals  beginning  in  1997  which  will  be  measured  in  terms  of  outcomes  in  addition  to 
outputs  (numbers). 

For  FY  1995,  SBA  once  again  used  internal  performance  agreements  containing  lending 
and  loan  performance  goals  which  are  tracked  throughout  the  year.  As  required  by  GPRA,  SBA 
has  included  information  on  its  success  in  this  regard  in  our  FY  1997  budget  submission. 

SBA  has  streamlined  its  ten  regional  offices  from  an  average  34  employees  per  office  to 
two  or  three,  has  closed  ten  post-of-duty  offices,  primarily  through  attrition  and  voluntary 
reassignments,  and  decreased  our  Washington  Headquarters  staff  by  28%  since  1992.  SBA  will 
continue  to  shift  resources  to  our  field  offices  to  serve  our  customers  better. 

The  Agency  continued  to  expand  the  operations  of  its  loan  servicing  centers  in  Fresno, 
California,  and  Little  Rock,  Arkansas.  By  the  end  of  FY  1995,  approximately  45%  of  all  SBA 
disaster  and  regular  business  loans  were  being  serviced  in  these  centers.  With  limited  exceptions, 
by  the  end  of  FY  1996  the  centers  will  service  our  entire  commercial  portfolio. 

Our  Disaster  Assistance  Program  is  another  success  story.  In  FY  1995,  SBA  provided 
45,041  loans  worth  $1.2  billion  to  small  business  owners  and  homeowners  who  were  victims  of 
disasters.    Forty-seven  states  received  SBA  disaster  assistance  last  year. 

The  One  Stop  Capital  Shop  (OSCS)  program  brings  SBA's  lending  resources  into  the 
Empowerment  Zones  and  Enterprise  Communities.  Last  year,  SBA  opened  One  Stop  Capital 
Shops  in  Boston  and  Philadelphia.  Kansas  City's  grand  opening  will  take  place  later  this  month 
and  the  Kentucky  Highlands  OSCS  is  scheduled  to  open  in  June. 

Goal:  Reduce  the  burdensome  regulations  and  unnecessary  paperwork  that  inhibit  the 
growth  of  small  business. 

In  this  area,  SBA  intends  to  be  a  role  model  for  government.  In  the  past  year,  SBA  has 
reinvented  100  percent  of  its  regulations,  rewriting  them  in  plain  English  and  reducing  their  total 
pages  by  more  than  50  percent.  In  the  coming  year,  we  are  launching  a  similar  effort  to 
streamline  some  25,000  pages  of  standard  operating  procedures  and  forms. 

SBA  also  has  played  a  central  role  in  the  Administration's  regulatory  reform  efforts, 
working  with  EPA,  OSHA,  IRS  and  other  federal  agencies  to  address  the  regulatory  concerns 
of  small  businesses.  Using  ideas  resulting  from  SBA's  outreach,  President  Clinton  has  directed 
federal  agencies  to  waive  penalties  for  first-time  violations,  cut  paperwork,  and  streamline 
regulations. 

To  address  the  needs  of  small  businesses  for  easy  access  to  information.  SBA  has  worked 
closely  with  the  National  Performance  Review  to  pioneer  the  U.S.  Business  Advisor,  a  one-stop 
shop  on  the  Internet  for  access  to  government  information  and  regulations.  This  "Web"  site  is 
now  generating  more  than  400,000  inquiries  ("hits")  per  week. 

Goal:  Enhance  small  business  education,  counseling,  and  information. 

In  FY  1995,  more  than  900,000  small  businesses  received  management  counseling  and 
technical  assistance  from  SBA's  resource  partners,  including  13,000  retired  executives  in  the 
Service  Corps  of  Retired  Executives  (SCORE)  program  and  more  than  900  Small  Business 
Development  Centers  (SBDCs)  and  subcenters  nationwide.  SCORE,  SBDCs  and  the  Business 
Information  Centers  (BICs)  provide  training  seminars  and  publications  critical  to  the  success  of 
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entrepreneurs  who  cannot  afford  the  cost  of  private  consultants.  SBA  opened  BICs  in  ten  cities 
in  FY  1995,  bringing  the  total  number  of  BIC  program  sites  to  27  nationwide. 

SBA  has  also  worked  to  provide  training  to  small  businesses  on  Electronic  Commerce 
(EC)  and  Electronic  Data  Interchange  (EDI).  This  training  helps  businesses  learn  about  new 
federal  procurement  initiatives  at  minimal  cost. 

Goal:  Serve  as  the  President's  "eyes  and  ears"  with  the  small  business  community. 

In  1995,  small  business  owners  and  entrepreneurs  from  across  the  country  came  together  for 
the  White  House  Conference  on  Small  Business  in  order  to  identify  the  problems  of  small 
businesses  and  develop  recommendations  for  executive  and  legislative  action  to  maintain  and 
encourage  the  economic  viability  of  small  businesses. 

Already,  the  Administration  has  implemented  (often  with  the  help  of  Congress)  more  1995 
Conference  recommendations  than  were  implemented  after  both  the  1980  and  1986  conferences 
combined.  Through  its  Office  of  Advocacy,  SBA  is  working  with  Conference  delegates  to 
implement  as  many  recommendations  as  possible  through  legislative  and  administrative  action. 


FY  1997  BUDGET  REQUEST 

The  President's  request  for  the  SBA  for  FY  1997  is  $808.4  million.  It  reflects  the 
President's  recognition  of  the  role  that  small  businesses  play  in  our  nation's  economy,  and  it 
evidences  his  strong,  continued  commitment  both  to  small  businesses  and  to  a  reinvigorated  SBA 
as  the  vehicle  to  support  and  assist  them.  Yet  SBA's  budget  takes  into  account  the  need  to  be 
streamlined  and,  as  I  told  you  last  year,  to  do  more  with  less.  It  is  worth  noting  that  this  year's 
entire  FY  1997  budget  is  less  than  one-half  of  the  taxes  paid  by  one  SBA-assisted  company, 
Intel,  Inc.,  over  a  two-year  period  (1994-1995). 


CREDIT  AND  FINANCE  PROGRAMS 

As  you  know,  the  SBA  expands  access  to  capital  by  providing  credit,  through  thousands 
of  financial  intermediaries,  to  small  businesses  unable  to  obtain  loans  needed  to  start-up  or 
expand.  Traditionally,  small  firms  have  faced  serious  problems  obtaining  long-term  loans  in  the 
private  credit  marketplace  because  lenders  try  to  avoid  mismatches  of  long-term  assets  with  their 
mostly  short-term  liabilities.  The  SBA,  however,  has  helped  to  alleviate  this  problem  by 
providing  loan  guarantees  to  participating  lenders  under  a  variety  of  programs. 


Subsidy  Rate  Study 

Let  me  take  a  moment  at  this  point  to  talk  about  the  Administration's  budget  proposal  as 
it  concerns  subsidy  rates. 

Under  Title  V  of  the  1974  Budget  Act,  the  SBA  and  all  other  credit  agencies  must 
annually  re-estimate  subsidy  rates  using  an  historical  analysis.  In  March  1995,  pursuant  to  the 
Act  and  at  my  specific  request,  SBA  and  the  Administration  began  to  undertake  what  we  believe 
is  the  most  comprehensive  analysis  of  a  loan  portfolio  of  any  major  credit  agency.  The  results 
of  this  analysis  have  led  to  a  revision  of  the  subsidy  rates  for  all  of  our  credit  programs.  Subsidy 
rates  for  the  7(a)  and  504  programs  were  increased,  principally  because  the  repurchase  of 
defaulted  loans  and  the  recovery  rate  from  those  repurchases  were  considerably  different  than 
what  had  been  projected  in  earlier  years.  At  the  same  time,  subsidy  rate  for  SBICs,  disaster 
loans,  and  Microloans  have  been  reduced. 

The  goals  of  the  Loan  Performance  Study  (LPS)  Project  were  to  build  a  comprehensive 
loan  performance  database  allowing  for:  the  analysis  of  loan  performance  based  on  multiple  risk 
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indicators;  the  updating  of  FY  1997  subsidy  rate  estimates  using  historical  performance  as  a  base; 
and  the  ability  to  annually  review  past  subsidy  rates  comparing  actual  performance  with  previous 
estimates.  In  the  study,  historical  cash  flows  were  tracked  on  a  loan-by-loan  basis  at  the  most 
detailed  level,  allowing  for  the  review  of  historical  performance  by  multiple  loan  characteristics 
such  loan  size,  maturity,  and  guarantee  percentage. 

This  comprehensive  study  reviewed  more  than  600,000  loans  and  25  million  transactions 
in  SBA's  business  and  disaster  loan  programs  during  the  period  from  1983  through  the  end  of 
FY  1995,  the  period  for  which  historic  loan  data  is  available.  It  is  the  most  complete  analysis 
since  the  enactment  of  the  Credit  Reform  Act  in  1990. 

We  concluded  that  these  loan  guarantees  were  "a  good  deal"  for  Americans  then,  and  they 
still  are.  But  our  findings,  as  a  result  of  conservative,  responsible  management,  require  that 
these  programs'  subsidy  rates  be  raised.  This  increase  in  the  subsidy  rates  represents  a 
correction  in  the  course  set  in  1991  when  SBA's  first  subsidy  rates  were  established.  We  are 
aggressively  moving  forward  in  strengthening  those  areas  that  will  assist  us  in  lowering  the 
subsidy  rate  in  subsequent  years.  And  given  the  likely  better  performance  of  loans  made  in  more 
recent  years,  the  subsidy  rate  can  probably  be  reduced  over  time. 

Liquidation  Improvement  Project 

SBA  is  committed  to  assuring  the  quality  of  all  aspects  of  its  loan  operations.  Therefore, 
when  our  exhaustive  study  of  the  SBA  loan  portfolio  showed  that  its  performance  did  not  match 
the  Agency's  previous  estimates  and  expectations  regarding  repurchase  and  recoveries,  we 
initiated  a  Liquidation  Improvement  Project,  jointly  headed  by  one  of  the  Agency's  Regional 
Administrators,  the  Acting  Associate  Deputy  Administrator  for  Economic  Development,  and  the 
Associate  Administrator  for  Field  Operations  working  with  a  team  of  field  and  headquarters  staff. 

As  part  of  this  liquidation  improvement  project,  SBA  recently  convened  two  working 
groups  to  look  at  the  Agency's  practices  and  procedures  for  liquidating  7(a)  and  504  loans.  One 
of  these  groups  focused  on  the  internal  steps  which  can  be  taken  by  field  office  staff  to  reduce 
the  length  of  time  it  takes  to  liquidate  a  loan  and  to  increase  the  recoveries  of  loans  in 
liquidation.  The  second  group  looked  at  SBA's  automated  systems  to  find  ways  to  improve  data 
collection  and  reporting.  Each  group  developed  a  list  of  short,  intermediate,  and  long  term 
changes  designed  to  improve  the  Agency's  handling  of  liquidation  activities. 

I  have  contacted  all  field  offices  to  stress  the  importance  of  the  Liquidation  Improvement 
Project.  By  improving  SBA's  liquidation  activities,  the  Agency  should  see  a  decrease  in  SBA's 
subsidy  rates.    We  consider  this  initiative  to  be  one  of  the  Agency's  highest  priorities. 

The  efforts  of  the  Liquidation  Improvement  Project  team  complement  earlier  efforts  to 
evaluate  alternate  loan  liquidation  activities.  Last  October,  SBA  contracted  with  an  experienced 
and  highly  regarded  assets  management  firm  to  look  at  possible  options  for  disposing  of  loan 
collateral.  The  final  report  under  this  contract  should  be  completed  in  the  next  60  to  90  days. 


7(a)  general  Business  Loan  Guarantee  Program 

In  its  Section  7(a)  general  business  loan  guaranty  program,  SBA  guarantees  loans  made 
by  private  lenders  to  small  firms  for  working  capital,  start-up  costs,  expansion,  and  other 
purposes.  The  Administration's  portfolio  analysis  indicates  that  actual  recoveries  and  defaults, 
as  well  as  the  timing  of  such  events,  have  differed  from  estimates  used  in  previous  years. 
Therefore,  the  baseline  subsidy  rate  for  the  7(a)  program  was  adjusted  from  1.06%  to  2.68%. 

The  FY  1997  budget  request  includes  an  appropriation  for  the  7(a)  credit  subsidy  of 
$294.8  million,  which  would  support  a  program  level  of  $11.0  billion  for  FY  1997.  It  is 
important  to  note  that  the  Administration  is  requesting  that  the  program  continue  to  grow 
to  meet  the  unprecedented  demand  for  small  business  loans,  but  we  are  requesting  no 
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programmatic  changes  for  the  7(a)  program  in  FY  1997.    Additionally,  the  cost  of  the 
program  to  small  business  borrowers  and  to  SBA's  lending  partners  will  not  change. 

Although  the  subsidy  rate  increase  results  in  a  need  for  more  credit  subsidy  funding,  the 
Administration  is  committed  to  making  sure  small  businesses  can  continue  to  gain  access  to 
capital  that  they  need  to  start  and  expand  their  operations.  We  feel  strongly  that  the  7(a) 
program  needs  to  be  supported  at  the  $11  billion  level,  and  therefore,  we  have  requested  the 
necessary  funding  in  the  budget. 

It  should  be  noted  again  that  the  analysis  points  to  an  improvement  in  the  7(a)  portfolio 
quality  since  1993.  Loans  made  over  the  past  several  years  have  shown  a  lower  incidence  of 
defaults.  If  these  positive  trends  continue,  as  we  believe  they  will,  the  7(a)  subsidy  rate  will 
begin  to  decline  next  year  with  subsequent  reductions  to  follow  for  as  long  as  the  portfolio 
quality  improves  and  portfolio  management  capabilities  are  maintained. 

SBA's  budget  request  reflects  our  intention  to  continue  existing  pilot  loan  programs  in  FY 
1997.  These  programs  were  developed  to  provide  greater  access  to  financing  for  underserved 
segments  of  the  small  business  community.  As  noted  above,  these  include  the  Women's  and 
Minority  Pre-qualification  Pilot  loan  programs,  and  the  Low  Doc  and  FASTRAK  programs. 

Certified  Development  Company  (504)  Program 

The  Section  504  Certified  Development  Company  (CDC)  Loan  Program  provides  long- 
term,  fixed-rate  financing  to  small  businesses  to  acquire  real  estate,  machinery,  and  equipment 
for  expansion  of  business  or  modernizing  facilities.  Through  this  program,  the  Agency  promotes 
economic  development  and  job  creation  by  stimulating  the  flow  of  long-term  financing  to  small 
firms  for  projects  that  involve  fixed  assets  or  expansion. 

For  the  Section  504  Certified  Development  Company  program,  SBA  is  requesting  a  $2.65 
billion  program  level. 

The  Administration's  portfolio  analysis  indicated  that  previous  estimates  of  recoveries  in 
the  504  program  were  higher  than  SBA's  actual  recovery  rate  and  that  previous  estimates  of 
defaults  were  lower  than  the  historical  defaults  used  to  calculate  subsidy  costs.  Consequently, 
the  baseline  (current  services)  subsidy  rate  for  the  504  program  has  been  adjusted  from  0  to 
6.85%.  To  keep  the  504  subsidy  rate  at  zero  in  FY  1997,  the  Administration  is  requesting 
legislation  to  transform  the  Section  504  program's  funding  mechanism  by  providing  funds  from 
the  Treasury,  rather  than  through  the  sale  of  debentures  to  the  public. 

Under  this  proposal,  SBA  would  lend  directly  to  Certified  Development  Companies, 
rather  than  guaranteeing  their  debentures.  This  change  would  eliminate  the  need  for  underwriters 
and  other  financial  intermediaries  and  transfer  the  existing  fees  paid  by  the  small  businesses  to 
the  SBA,  resulting  in  a  0%  subsidy  rate.  Importantly,  these  changes  would  not  increase  the  cost 
of  capital  to  the  Certified  Development  Companies  and  would  not  increase  the  cost  of  borrowing 
to  small  businesses  or  the  risk  to  U.S.  taxpayers. 

We  look  forward  to  working  with  you  to  make  this  legislative  adjustment  a  reality, 
particularly  in  light  of  your  own  focus  on  achieving  cost  savings. 

On  the  assumption  that  we  can  revise  the  funding  mechanism,  the  Administration  requests 
no  appropriation  for  subsidizing  the  504  Program.  It  will  remain  a  self-funding  program  as  the 
Congress  intended  in  its  1995  legislation  (P.L.  104-36). 

Small  Business  Investment  Company  Program 

The  Small  Business  Investment  Company  (SBIC)  program  is  an  important  source  of  equity 
and  subordinated  debt  financing  for  small  businesses.  The  program  provides  SBA-backed  funds 
to  supplement  private  capital  raised  by  private  sector  venture  capital  companies.  These  combined 
funds  represent  an  important  source  of  capital  for  growing  small  businesses. 
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Since  the  restructuring  of  the  program  in  1994,  SBA  has  experienced  a  huge  increase  in 
demand  for  SBIC  leverage.  As  I  said  earlier,  during  the  last  two  fiscal  years,  57  new  SBICs 
have  been  licensed,  bringing  $844  million  of  private  capital  into  the  program.  This  is  as  much 
private  capital  as  that  raised  by  the  program  in  the  preceding  10  years. 

To  meet  the  increasing  demand  for  SBIC  leverage,  SBA  is  requesting  a  $21.7  million 
appropriation  to  support  the  SBIC  debenture  and  participating  securities  guaranties.  Of  this 
amount,  S8.2  million  would  support  SBIC  debenture  guarantees  of  $225  million  and  $13.5 
million  would  support  participating  securities  guarantees  of  $400  million. 

These  amounts  represent  a  significant  increase  in  the  guaranty  level  for  SBICs  while 
concurrently  reducing  the  costs  to  the  taxpayer.  The  $225  million  guaranty  for  debenture 
funding  will  more  than  double  the  program  level  from  FY  1996  levels,  while  the  $8.2  million 
appropriation  is  a  reduction  of  almost  50  percent  over  the  same  period.  The  proposed  $400 
million  authorization  for  participating  securities  is  a  50  percent  increase  in  program  level  with 
a  44  percent  reduction  in  appropriations  to  $13.5  million  as  compared  to  FY  1996. 

In  order  to  reduce  the  program's  subsidy  cost,  SBA  is  proposing  a  legislative  change  that 
provides  for  SBICs  to  pay  slightly  more  for  their  SBA  leverage  in  FY  1997.  The  current  two 
percent  funding  fee  (three  percent  if  a  commitment  is  used)  will  be  increased  to  three  percent  for 
all  funding,  and  an  annual  one  percent  fee  will  be  established  on  the  outstanding  loan  balance. 
These  actions  are  consistent  with  the  recommendations  of  the  industry-led  SBIC  Reinvention 
Council,  which  proposed  program  reforms  in  its  1995  report.  These  charges  will  reduce  the 
subsidy  rate  of  the  SBIC  debenture  program  from  15.46%  in  1996  to  3.65%  for  1997,  and  in 
the  SBIC  participating  securities  program  from  9.0%  percent  in  1996  to  3.38%  in  1997. 

In  keeping  with  our  efforts  to  improve  the  management  of  the  SBIC  program,  we  have 
contracted  out,  or  "outsourced,"  a  substantial  portion  of  our  SBIC  liquidation  activities. 
Currently.  SBA  uses  self-liquidation  agreements  and  receiverships  to  augment  resources  on  62% 
of  the  SBIC  liquidation  activity.  That  percentage  will  increase  to  75%  once  the  procurement 
process  for  four  additional  contracts  with  the  private  sector  is  complete.  Also,  SBA  is  in  the 
process  of  procuring  a  contract  to  review  the  feasibility  of  privatizing  the  licensing  and 
examination  of  SBICs. 


Microloan  Program 

SBA  is  requesting  $5.1  million  for  the  Microloan  Program,  which  will  support  a  $62 
million  program  level  including  both  direct  loans  and  guarantees.  The  microloan  subsidy  rates 
for  FY  1997  were  also  adjusted  to  reflect  actual  performance.  The  rate  has  been  decreased  from 
15.69%  to  8.20%  for  direct  microloans  and  from  11.95%  to  8.43%  for  guaranteed  microloans. 
We  are  also  requesting  $15.4  million  for  related  technical  assistance.  This  program  allows  SBA 
to  provide  loans  and  technical  assistance  grants  to  non-profit  intermediaries.  The  intermediaries, 
in  turn,  use  these  funds  to  provide  loans  in  amounts  up  to  $25,000  and  technical  assistance  to 
individual  small  business  owners. 

The  microloan  pilot  is  allowing  SBA  to  evaluate  the  effectiveness  of  using  third-party, 
experienced  lenders  and  technical  assistance  providers  to  make  smaller  loans  and  provide 
technical  support  to  small  businesses  with  very  modest  borrowing  needs.  The  program's  great 
strength  is  the  technical  assistance  that  SBA  grant  funding  provides  for  the  small  businesses. 


Surety  Bond  Guarantee  Program 

SBA  is  requesting  $3.7  million  in  new  budget  authority  to  support  $1.76  billion  in 
guarantees  for  the  Surety  Bond  Guarantee  (SBG)  Program,  under  which  SBA  guarantees  bonds 
that  are  issued  by  surety  companies  on  behalf  of  small  contractors.  The  SBA  guarantees  up  to 
90  percent  of  losses  incurred  on  bonds  for  construction,  service  and  supply  contracts  of 
$1,250,000  or  less  that  are  performed  by  small  businesses. 
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In  FY  1995,  through  the  SBG  Program,  SBA  helped  contractors  obtain  6,807  contracts, 
totalling  $1.2  billion  in  contract  value.  SBA  estimates  that  58,000  jobs  resulted  and  savings  of 
$80  million  for  taxpayers  were  realized  through  SBA-guaranteed  bonding  of  low  bidders. 


Piaster  loan,  Program 

The  SBA's  disaster  loans  are  the  primary  form  of  Federal  assistance  for  non-farm,  private 
sector  disaster  losses.  For  this  reason,  the  program  is  the  only  form  of  SBA  assistance  not 
limited  to  small  businesses.  Disaster  loans  from  the  SBA  help  homeowners,  renters,  businesses 
of  all  sizes  and  non-profit  organizations  fund  rebuilding.  The  SBA's  disaster  loans  are  often  the 
lifeline  in  disaster-ravaged  communities,  helping  to  spur  employment  and  stabilize  the  tax  base. 
During  the  program's  41  years,  the  SBA  has  approved  more  than  1.23  million  disaster  loans 
worth  $25  billion  to  victims  of  physical  disasters.  In  FY  1995,  over  75%  of  these  loans  went 
to  homeowners  and  non-business  borrowers. 

In  her  March  14  letter  on  views  and  estimates  to  the  House  Budget  Committee,  Small 
Business  Committee  Chair  Jan  Meyers  recommended  restricting  disaster  lending  and  the  posting 
of  SBA  disaster  personnel  to  a  maximum  24  months  after  the  initial  disaster  declaration.  The 
goal  of  SBA's  Disaster  Assistance  Program  is  to  serve  the  disaster  victim  in  the  most  effective 
and  efficient  manner  within  SBA's  statutory  authority.  In  almost  every  instance,  SBA  completes 
its  work  on  any  given  disaster  long  before  24  months  have  elapsed.  There  are  circumstances, 
however,  where  24  months  is  not  long  enough,  both  for  SBA  borrowers  and  for  U.S.  taxpayers. 

For  instance,  SBA  has  been  called  upon  to  respond  to  mega-disasters,  such  as  the  1994 
Northridge  earthquake,  where  the  sheer  magnitude  of  the  damage  is  such  that  SBA's  operation 
could  not  be  completed  within  this  time  frame.  A  24-month  time  limit  would  force  SBA  to  make 
disaster  payments  in  a  lump  sum.  Currently,  SBA  disaster  payments  are  disbursed  serially, 
which  ensures  that  loan  money  is  only  provided  to  disaster  borrowers  if  it  is  actually  needed. 
Many  times,  after  a  loan  has  been  approved,  actual  repair  costs  are  less  than  estimated,  or  private 
insurance  pays  for  more  of  the  damage  than  anticipated.  In  these  instances,  the  borrower  does 
not  require  the  entire  amount  for  which  the  loan  was  originally  approved. 

As  for  servicing  loan  activities,  SBA  has  already  achieved  economies  of  scale  by 
centralizing  disaster  home  loan  activities  at  four  sites.  However,  as  this  Subcommittee  has 
indicated,  SBA  must  continue  to  look  at  ways  to  further  reduce  the  costs  related  to  disaster  loan 
servicing.  That  is  why  on  February  16,  1996,  SBA  published  a  Federal  Register  Notice 
requesting  comments  from  the  public  regarding  the  most  efficient  method  of  handling  the 
servicing  and  collection  functions  of  these  loans  at  a  cost  consistent  with,  or  below  existing 
levels.  The  closing  date  for  comments  has  passed  and  SBA  is  reviewing  the  comments  received. 

Given  rising  Federal  costs  resulting  from  the  tremendous  level  of  disasters  experienced  over 
the  past  six  years,  the  Administration  is  proposing  a  legislative  change  to  adjust  the  disaster  loan 
interest  rates  to  the  Treasury  cost  of  funds  for  securities  of  similar  maturity.  At  the  program's 
current  interest  rate  of  roughly  four  percent,  the  Government  is  indirectly  providing  a 
disincentive  for  individuals  to  insure  adequately  against  natural  disasters.  Accordingly,  it  is  vital 
to  bring  the  interest  rates  charged  for  these  loans  more  in  line  with  market  rates. 

Due  to  the  large  subsidy  inherent  in  the  interest  rate  charged  the  disaster  borrower, 
declining  interest  rates  caused  the  subsidy  rate  to  decline  from  28.08%  to  16.21%  in  FY  1997. 
The  Administration  is  proposing  a  legislative  change  to  increase  the  interest  rate  charged  the 
borrower  to  the  Treasury  cost  of  funds  for  securities  of  similar  maturities  (currently  estimated 
at  5.49%  for  FY  1997).  The  subsidy  rate  would  be  further  reduced  from  16.21  %  to  7.9%  under 
this  proposal.  The  SBA's  budget  request,  therefore,  is  for  $65.8  million  in  subsidy  budget 
authority  to  support  a  program  level  of  $833  million  (the  ten-year  average  excluding  the 
Northridge  disaster),  and  $27.6  million  for  administrative  expenses. 

Due  to  the  unpredictable  nature  of  this  program,  the  annual  loan  program  level  and  costs 
associated  with  this  program  cannot  be  precisely  estimated.  As  a  result,  the  Administration  relies 
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on  the  use  of  carry-forward  balances  and  recoveries  from  previous  years,  as  well  as  contingency 
appropriations.  For  FY  1997,  the  SBA  has  included  a  request  for  a  $100  million  contingency 
appropriation  to  address  this  uncertainty. 


BUSINESS  EDUCATION  AND  TRAINING 


Small  Business  Development  Center  Program 

The  Small  Business  Development  Center  (SBDC)  Program,  created  by  the  Congress  in 
1980,  has  one  unifying  purpose:  to  foster  economic  development  through  the  provision  of 
management,  technical  and  research  assistance  to  the  nation's  small  businesses.  By  virtue  of 
their  counseling,  training  and  specialized  services  offerings,  SBDCs  help  to  save  companies  and 
jobs,  create  new  jobs  through  business  expansion,  stimulate  lending  that  results  in  increased 
production,  and  assist  businesses  in  surviving  industry  or  sector  downturns. 

For  FY  1997,  the  Agency  is  requesting  an  appropriation  of  $72.3  million  for  the  SBDC 
Program  and  is  proposing  an  enhancement  of  services  to  small  businesses  by  integrating  both  the 
Women's  Demonstration  Program  and  the  7(j)  Technical  Assistance  Program  into  the  Small 
Business  Development  Centers. 

The  Administration  submitted  legislation  during  the  first  session  of  the  104th  Congress 
to  make  the  changes  necessary  to  streamline  the  administrative  process  to  carry  out  this  proposal. 
SBA  will  resubmit  this  legislative  request  to  the  Congress.  Additionally,  SBA  has  requested  that 
the  prohibition  against  SBDCs  charging  fees  be  permanently  repealed  by  the  Congress.  The 
prohibition  was  lifted  in  the  Conference  Report  to  the  FY  1996  Commerce,  Justice,  State, 
Judiciary  and  Related  Agencies  bill.   The  Administration  continues  to  support  this  proposal. 


Business  Information  Centers 

For  FY  1997,  SBA  is  requesting  $485,000  for  the  Business  Information  Center  (BIC) 
program  to  expand  the  number  of  BICs  nationwide.  BICs  combine  the  latest  computer 
technology,  hardware  and  software,  an  extensive  small  business  reference  library  of  hard  copy 
books  and  publications  and  management  videotapes  to  help  entrepreneurs  plan  their  business, 
expand  an  existing  business  or  venture  into  new  business  areas.  The  use  of  software  for  a 
variety  of  business  applications  offers  customers  of  all  types  a  means  for  addressing  diverse 
needs.  In  addition  to  the  self-help  hardware,  software  and  reference  materials,  BICs  have  on-site 
counseling  provided  by  SCORE  volunteers  and  other  resource  partners.  The  Business 
Information  Centers  are  one  of  our  most  innovative  methods  of  providing  a  one-stop  approach 
to  information,  education  and  training  for  small  business  owners. 


Service  Corps  of  Retired  Executives  (SCORE) 

SBA  is  requesting  an  appropriation  of  $3.25  million  for  the  SCORE  Program.  SCORE 
counsels  and  trains  the  largest  number  of  start-up  business  owners  each  year.  Through 
one-on-one  counseling  and  workshops  conducted  by  13,000  volunteers,  SCORE  reaches 
approximately  350,000  business  owners  annually. 


U.S.  Export  Assistance  Centers 

SBA  is  requesting  $3.1  million  of  funding  in  FY  1997  for  the  U.S.  Export  Assistance 
Centers  (USEACs)  which  provide  U.S.  exporters  with  information  and  access  to  all  export 
promotion  and  export  finance  activities  of  the  Federal  Government.  In  FY  1995,  in  partnership 
with  the  Department  of  Commerce  and  the  Export-Import  Bank,  SBA  opened  eight  new 
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USEACs,  for  a  total  of  14  USEACs  providing  loan  guarantees  and  technical  assistance  to  small 
business  exporters  across  the  country. 

One-Stop  Capital  Shops 

This  initiative  combines  several  of  SBA's  economic  resources  into  a  single  program  to 
be  used  in  tandem  with  Empowerment  Zones  and  Enterprise  Communities.  Combining  the 
delivery  of  the  Agency's  financial  and  business  development  programs  at  one  location  provides 
more  user-friendly  and  streamlined  approach  to  servicing  our  customers.  SBA  is  requesting  $2.7 
million  for  the  One-Stop  Capital  Shops  for  FY  1997. 


SMALL  BUSINESS  ADVOCACY 


Government  Contracting  and  Minority  Enterprise  Development  (MED) 

Through  MED,  SBA  assists  businesses  owned  and  controlled  by  socially  and  economically 
disadvantaged  individuals  to  be  more  successful  in  the  mainstream  national  economy.  Through 
the  award  of  sole-source  and  limited-competition  contracts,  MED  provides  a  way  for  small 
businesses  owned  and  controlled  by  economically  and  socially  disadvantaged  individuals  to  access 
market  growth  opportunities. 

SBA  is  requesting  $9.8  million  for  MED  in  FY  1997,  an  increase  of  $5  million  from  this 
year  to  improve  processing  of  8(a)  applications  and  determinations  of  small  disadvantaged 
business  status.  These  additional  funds  will  be  used  to  increase  program  automation,  enabling 
staff  to  devote  more  time  to  providing  hands-on  business  development  assistance  to  participating 
firms.  Finally,  these  funds  will  provide  for  the  expansion  of  the  executive  development  program 
through  the  7(j)  technical  assistance  program  to  help  a  greater  number  of  program  participants 
achieve  full  competitive  viability. 


Office  of  government  Contracting 

SBA  is  also  requesting  an  $11.3  million  appropriation  for  the  Office  of  Government 
Contracting  (OGC).  This  includes  $9.2  million  for  field  area  offices  to  deliver  the  procurement 
programs  and  $2.1  million  at  the  central  office  for  the  crafting  of  procurement  policy  and 
legislative  changes  affecting  the  small  business  community.  The  $1 1.3  million  is  an  increase  of 
$257,000  above  the  fiscal  year  1996  conference  level.  This  level  of  funding  is  necessary  to 
promote  new  technology  and  training  for  small  businesses  in  electronic  commerce  and  electronic 
data  interchange. 

It  is  important  to  the  small  business  community  that  SBA  continue  to  aggressively  pursue  its 
mandate  to  ensure  access  to  opportunities  for  government  contracts  and  subcontracts.  Each  year, 
these  opportunities  result  in  billions  of  dollars  in  contract  and  subcontract  awards  to  small 
business  firms. 

Office  of  Technology 

The  Office  of  Technology  (OT)  promotes  an  accessible  market  for  small,  high-technology 
businesses  to  participate  in  satisfying  the  research  and  development  needs  of  the  federal 
government.  To  accomplish  this  objective,  OT  provides  strong,  coordinated  leadership  to  the 
small  business  technology  sector.  The  office  places  particular  emphasis  on  directing  the 
interagency  effort  which  delivers  the  Small  Business  Innovation  Research  (SBIR)  and  Small 
Business  Technology  Transfer  (STTR)  programs.  Recognizing  the  quantum  leap  that  high 
technology  is  taking  in  this  decade,  the  focus  of  the  OT  on  maximizing  federal  and  small  business 
participation  is  important  to  small  business. 
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In  FY  1997,  the  SBIR  program's  legislated  goal  for  small  business  will  be  2.5  percent. 
This  level  will  result  in  awards  to  small  business  totalling  approximately  $1.2  billion. 

The  SBIR  program  is  currently  authorized  through  FY  2000.  However,  the  STTR  program 
will  expire  September  30,  1996  based  on  its  enabling  legislation.  Authorization  legislation  (H.R. 
3158)  was  recently  reported  out  of  the  House  Small  Business  Committee  to  extend  STTR 
program  authority  to  coincide  with  the  SBIR  program,  through  the  end  of  FY  2000. 


Office  of  Advocacy 

The  SBA  will  continue  to  strive  for  a  positive  economic  and  less  government-intrusive 
environment  for  small  business.  To  accomplish  this  objective,  we  will  continue  to  work  to 
reduce  unnecessary  regulation  and  paperwork,  examine  existing  Federal  programs,  and  identify 
the  problems  of  small  businesses  and  recommend  solutions.  Through  our  Office  of  Advocacy, 
we  want  to  live  up  to  SBA  responsibility  as  the.  voice  of  small  business  in  the  Executive  Branch. 
SBA  has  requested  $5.2  million  for  the  Office  of  Advocacy  in  the  FY  1997  budget. 


IMPROVING  OPERATING  EFFICIENCIES 


Streamlining  Operations 

The  Budget  assumes  a  continued  commitment  to  Agency  reinvention  efforts  aimed  at 
streamlining  our  operations  both  in  the  field  and  at  the  Washington,  D.C.  headquarters.  In 
addition,  we  intend  to  build  upon  recent  successes  realized  from  improvements  in  the  delivery 
of  agency  programs.  Implementation  of  the  Low  Doc  program  and  establishment  of  centralized 
loan  servicing  centers  have  improved  operating  efficiencies  while  dramatically  enhancing  the  level 
of  satisfaction  of  the  Agency's  small  business  customers.  Improved  currency  rates  in  the 
repayment  of  SBA  loans  are  another  tangible  consequence  of  these  management  changes. 

SBA  is  also  improving  its  efficiency  in  the  business  loan  processing  function.  During  FY 
1995 .  we  centralized  the  processing  of  Preferred  Lender  Program  (PLP)  loans  in  our  Sacramento 
Loan  Processing  Center.  This  unit  takes  advantage  of  automated  systems  and  economies  of  scale 
to  assure  consistent  delivery  of  the  PLP  program  and  high  quality  customer  service.  Thus  far, 
in  FY  1996,  37  percent  of  the  total  dollars  of  7(a)  loans  processed,  and  19  percent  of  the  total 
number  of  loans  processed,  have  been  through  the  PLP  program.  This  compares  with  16  percent 
of  the  total  dollars,  and  eight  percent  of  the  number  of  loans  in  FY  1995.  This  change  can  be 
attributed  directly  to  the  legislation  passed  by  the  Congress  last  year  (P.L.  104-36),  which 
eliminated  the  disincentive  for  banks  to  use  the  PLP  program. 

By  the  end  of  FY  1996  we  expect  our  loan  servicing  centers  to  service  SBA's  entire 
portfolio  of  current  commercial  loans.  This  will  greatly  improve  agency  operations  by  utilizing 
automation  and  creating  economies  of  scale,  as  well  as  improve  the  quality  of  service  to  our 
customers. 


Regular  Salaries  and  Expenses 

Funding  for  salaries  and  expenses  reflects  our  ongoing  initiative  to  serve  our  customers 
more  efficiently  and  effectively  and  to  save  taxpayer  dollars.  The  SBA  recently  completed  a 
two-phase  program  which  moved  personnel  from  our  headquarters  and  regional  offices  to  various 
district  offices  close  to  our  customers.  To  date,  more  than  200  employees  have  voluntarily 
moved  to  district  offices.  Since  1992,  SBA's  overall  non-disaster  and  non-OIG  staff  has  been 
reduced  by  21.2  percent;  and  in  the  same  period,  headquarters  staff  has  been  reduced  28  percent. 
In  the  18  months  since  I  have  been  Administrator,  moreover,  our  headquarters  staff  has  been 
reduced  18.5  percent.   The  Agency  expects  to  continue  its  efforts  to  streamline  its  operations. 
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The  budget  request  for  salaries  and  expenses  (excluding  OIG  and  disaster  employees)  is 
$383.2  million,  which  will  fund  3,122  full-time  equivalents  (FTEs). 


OFFICE  OF  INSPECTOR  GENERAL 

The  Office  of  Inspector  General  (OIG),  as  an  independent  office  within  the  SBA,  conducts 
and  supervises  audits  and  investigations  of  SBA  programs  and  operations.  This  office  also 
detects  and  prevents  fraud,  waste  and  abuse,  and  promotes  policies  for  improvement  of  economy, 
efficiency,  and  effectiveness  in  the  administration  of  SBA  programs  and  operations. 

The  budget  request  for  the  OIG  is  $10.0  million  to  fund  109  FTEs.  This  amount  includes 
a  current  operational  level  of  $9.5  million,  and  $500,000  to  fund  the  14  temporarily -appointed 
disaster  employees  currently  funded  by  $3  million  of  no-year  funding  that  expires  in  FY  1997. 

The  Agency,  and  I  personally,  fully  support  this  request  as  being  essential  to  fund 
critically  needed  OIG  audits,  investigations,  and  inspections  —  all  of  which  save  Federal  dollars, 
deter  further  violations  of  law,  and  help  ensure  SBA's  positive  impact  on  the  small  business 
community.  An  adequately-funded  OIG  is  even  more  important  as  the  Agency's  loan  portfolio 
expands. 


CONCLUSION 

Mr.  Chairman,  the  1997  Budget  reflects  the  President's  strong  commitment  to  the  nation's 
small  firms  and  to  a  reinvigorated  Small  Business  Administration.  By  seeking  to  expand  the 
capital  market  frontier  for  small  firms,  we  are  continuing  SBA's  original  purpose  of  helping  to 
ensure  that  viable  businesses  and  innovative  entrepreneurial  ideas  -  which  otherwise  would  not 
be  able  to  obtain  long-term  financing  or  patient  capital  -  are  funded. 

SBA's  five  goals  -  increasing  access  to  capital;  reinventing  the  SBA  to  better  serve  its 
customers;  reducing  the  burden  of  regulations  and  paperwork;  enhancing  education  and  training 
to  small  business;  and  being  the  President's  "eyes  and  ears"  in  the  small  business  community  - 
continue  to  guide  both  this  Budget  and  our  daily  work. 

We  look  forward  to  working  with  you  and  the  Congress  in  1996  to  ensure  that  America's 
small  businesses  prosper. 


MARINE  MAMMAL  COMMISSION 
PREPARED  STATEMENT  OF  THE  MARINE  MAMMAL  COMMISSION 

Background 

The  Marine  Mammal  Protection  Act  was  enacted  in  1972  in 
response  to  growing  concerns  among  scientists  and  the  U.S.  public 
about  the  status,  health,  and  fate  of  marine  mammals.   If 
anything,  it  appears  that  people  care  more  about  these  animals 
today  than  ever. 

The  Act  set  forth  a  national  policy  to  prevent  marine  mammal 
species  and  population  stocks  from  diminishing,  as  a  result  of 
human  activities,  beyond  the  point  at  which  they  cease  to  be 
significant  functioning  elements  of  the  ecosystems  of  which  they 
are  a  part.   In  the  Act,  Congress  directed  that  the  primary 
objective  of  marine  mammal  management  should  be  to  maintain  the 
health  and  stability  of  the  marine  ecosystem  and,  when  consistent 
with  that  primary  objective,  to  obtain  and  maintain  optimum 
sustainable  populations  of  marine  mammals.   The  use  of  marine 
mammals  as  flagship  species  to  promote  healthy  ecosystems  has  had 
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positive  benefits  for  commercial  and  recreational  fishermen, 
indigenous  peoples  dependent  on  marine  mammals,  other  marine 
resource  users,  and  the  general  public,  as  well  as  the  marine 
mammals  themselves. 

The  Marine  Mammal  Commission  and  its  Committee  of  Scientific 
Advisors  on  Marine  Mammals,  created  under  Title  II  of  the  Marine 
Mammal  Protection  Act,  are  independent  bodies  charged  with 
maintaining  an  overview  of  and  providing  advice  on  domestic  and 
international  actions  to  further  the  policies  and  provisions  of 
the  Act.   Because  of  its  independence  and  scientific  expertise, 
the  Commission  is  able  to  provide  objective,  science-based  advice 
to  both  the  Legislative  and  Executive  branches  on  actions  to 
achieve  the  objectives  of  the  Act  efficiently  and  economically. 
Because  of  its  small  size,  the  Commission  has  a  degree  of 
flexibility  which  enables  it  to  evaluate  and  respond  to  unusual 
situations,  such  as  the  recent  unexplained  deaths  of  large 
numbers  of  manatees  in  southwest  Florida  and  right  whales  off 
Georgia,  more  rapidly  than  the  responsible  regulatory  agencies. 

The  Commission's  reputation  for  objective,  unbiased 
evaluations  allows  it  to  bring  parties  with  very  different  views 
together  to  constructively  address  complicated,  and  often 
contentious,  issues.   Examples  of  situations  in  which 
representatives  of  local,  state,  and  Federal  governments, 
commercial  interests,  environmental  interests,  and  the  general 
public  have  been  brought  together  successfully  abound.   Thanks  to 
the  Commission,  governmental  agencies  at  all  levels, 
environmental  organizations,  business  interests,  and  other  groups 
started  and  continued  their  cooperative  work  on  manatee 
protection.   As  this  is  written  in  mid-April,  the  Commission  is 
leading  consultations  among  the  Fish  and  Wildlife  Service,  the 
Florida  Department  of  Environmental  Protection,  the  Department  of 
Agriculture's  Animal  and  Plant  Health  Inspection  Service,  other 
groups,  and  independent  scientists  on  actions  needed  to  determine 
the  cause  or  causes  of  the  current  catastrophically  high  number 
of  manatee  deaths  in  southwest  Florida.   The  Commission  is  also 
facilitating  extensive  consultations  among  state  and  Federal 
agencies,  the  Department  of  Defense,  private  groups,  and  others 
to  determine  the  cause  or  causes  of  abnormally  high  numbers  of 
deaths  of  endangered  right  whales  this  year  and  prevent 
continuing  mortality.   On  these  and  other  matters,  having  the 
confidence  of  all  parties  enables  the  Commission  to  exert  a 
beneficial  influence  by  bringing  people  into  constructive,  non- 
confrontational  discussion  guickly. 

Congress  relies  upon  the  Marine  Mammal  Commission  for 
accurate,  up-to-date  information  on  domestic  and  international 
matters  affecting  the  conservation  of  marine  mammals,  their 
habitats  and  ecosystems,  and  related  issues  which  Congress  may 
have  to  address.   While  the  Commission  provides  much  of  the  basic 
information  in  its  annual  reports  to  Congress,  it  also  provides 
immediate  advice  as  specific  issues  arise.   For  example,  the 
Commission  was  intensively  involved  in  developing  guidelines  for 
governing  the  take  of  marine  mammals  incidental  to  commercial 
fishing  operations,  and  in  providing  reports  to  allow  Congress  to 
track  progress  in  implementation  of  the  plan  it  statutorily 
described. 

On  a  routine  basis,  the  Commission  also  provides  Congress 
detailed  analyses  of  controversial  issues.   A  good  example  of  the 
Commission's  proactive  approach  to  such  issues  is  its  report  on 
sea  lion  predation  on  fish  at  Ballard  Locks.   Because  this  report 
was  developed  after  intensive  consultations  with  all  involved 
groups,  it  provided  an  objective  appraisal  that  found  broad 
acceptance  and  served  to  lessen  the  tensions  surrounding  the 
issue.   Internationally,  the  Commission  recently  demonstrated  its 
leadership  by  forcing  a  careful  consideration  of  potential 
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impacts  of  expanded  salt  works  in. certain  Baja  California 
lagoons,  the  breeding  and  calving  grounds  for  the  gray  whales 
which  migrate  along  the  West  Coast  of  the  United  States  and 
summer  in  the  Arctic. 

As  noted,  the  independent  status  and  small  size  of  the 
Marine  Mammal  Commission  allow  it  to  move  with  speed  to  address 
issues  with  an  efficiency  and  economy  that  other  agencies  cannot 
equal.   In  the  past,  the  ability  to  do  this  has  been  enhanced 
because  the  Commission's  annual  appropriations  have  included 
funds  to  support  a  small  research  program.   Under  the  program,  a 
broad  range  of  studies,  most  funded  at  less  than  $5,000,  have 
been  supported  to  help  identify  and  determine  how  best  to  reduce 
or  mitigate  threats  to  marine  mammals  and  their  habitats, 
particularly  in  areas  under  U.S.  jurisdiction.   Appendices  B  and 
C  in  the  Commission's  annual  reports  list  the  published  results 
of  those  studies. 

Small  amounts  of  money  have  been  used  by  the  Commission  as 
seed  money  to  organize  and  start  major  multi-agency  and 
international  initiatives.   One  example  is  the  Workshop  to  Assess 
Basic  Principles  for  the  Conservation  of  Wild  Living  Resources. 
In  addition,  the  Commission  often  consults  with  other  agencies  to 
obtain  multi-agency  support  for  projects  of  mutual  interest.   For 
example,  while  the  work  was  done  by  the  Commission,  most  of  the 
funding  necessary  to  compile  and  publish  The  Marine  Mammal 
Commission  Compendium  of  Selected  Treaties.  International 
Agreements ,  and  Ofcher.  Relevant  Documents  2D  Marine  Resources . 
Wildlife,  and  the  Environment  described  in  Chapter  V  of  the 
Commission's  1995  Annual  Report,  was  obtained  from  the  Department 
of  State,  the  National  Marine  Fisheries  Service,  and  the  Fish  and 
Wildlife  Service.   The  Compendium  is  an  example  of  a  Commission 
project  that  has  saved  the  taxpayer  many  times  its  cost.   It  has 
allowed  people  in  state  and  Federal  resource  agencies,  the 
Department  of  State,  the  Department  of  Justice,  and 
intergovernmental  organizations  to  do  their  work  more 
efficiently,  more  effectively,  and  more  economically. 

A  brief  description  of  Commission  activities  in  the  first 
five  months  of  Fiscal  Year  1996  follows. 


Fiscal  Year  1996  %o   Date 

In  the  Marine  Mammal  Commission's  budget  justification 
before  this  Committee  last  year,  the  Commission  said  that,  in 
Fiscal  Year  1996,  it  would  focus  on:   encouraging  national  and 
international  efforts  to  implement  the  findings  of  the 
Commission-sponsored  workshop  and  related  studies  concerning 
basic  principles  and  procedures  for  conserving  marine  living 
resources;  working  with  the  National  Marine  Fisheries  Service, 
the  Fish  and  Wildlife  Service,  industry,  and  public-interest 
groups  to  effectively  implement  the  Congress ionally-mandated 
regime  to  govern  marine  mammal-fisheries  interactions;  fostering 
development  of  fishing  gear  and  practices  which  will  reduce  the 
by-catch  of  marine  mammals,  sea  turtles,  seabirds,  and  non-target 
fish  species;  continuing  to  assess  the  direct  and  indirect 
effects  of  marine  debris,  low-frequency  sounds,  and  other  forms 
of  ocean  pollution  on  marine  mammals;  encouraging  the  responsible 
regulatory  agencies  to  develop  and  implement  recovery  plans, 
conservation  plans,  and  take-reduction  plans  for  endangered, 
threatened,  depleted,  and  strategic  marine  mammal  species  and 
stocks;  improving  the  planning  and  coordination  of  both  domestic 
and  international  marine  mammal  research  and  management  programs; 
facilitating  the  work  of  the  Animal  and  Plant  Health  Inspection 
Service  to  promote  the  humane  care  of  captive  marine  mammals;  and 
continuing  to  carry  out  and  make  known  the  results  of  its 
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research  and  studies  program.   Funds  available  in  Fiscal  Year 
1996  have  not  been  adequate  to  meet  these  commitments  fully. 

A  particularly  disappointing  result  of  our  limited  Fiscal 
Year  1996  funding  was  the  need  to  cancel  the  Marine  Mammal 
Commission's  annual  meeting,  this  year  to  have  been  held  in 
Fairbanks,  Alaska.   Scheduled  meeting  discussions  included:   a 
broad  range  of  issues  related  to  polar  bears,  sea  otters, 
walruses,  and  a  variety  of  seals;  cooperative  arrangements  with 
the  Russian  Federation  on  a  number  of  matters,  including  the 
newly-formed  Russian  Marine  Mammal  Council;  the  health  and 
productivity  of  the  Bering  Sea  ecosystem;  the  status  of  efforts 
to  implement  conservation  and  recovery  plans  for  a  number  of 
species  and  populations;  and  a  variety  of  other  issues.   This 
meeting  also  was  to  have  provided  an  important  forum  for 
discussing  critical  management  issues  among  representatives  of 
indigenous  peoples  of  Alaska  and  elsewhere,  Federal  agencies, 
State  agencies,  Canada,  and  the  Russian  Federation.   Because  of 
the  broad  range  of  participation  in  Commission  meetings,  the 
inclusion  of  people  representative  of  all  views  on  an  issue,  and 
the  comprehensive  exchanges  which  result  from  careful  meeting 
preparation,  the  meetings  invariably  result  in  the  Commission's 
making  formal  recommendations  to  Federal  agencies  to  anticipate, 
avoid,  or  resolve  marine  mammal-related  conflicts. 

The  findings  of  the  Commission-sponsored  workshop  on 
principles  to  conserve  wild  living  resources  will  be  published 
this  spring  in  Ecological   Applications.      A  companion  background 
paper  has  been  submitted  to  the  National  Technical  Information 
Service  for  publication.   The  report  of  the  Commission-sponsored 
assessment  of  international  fisheries  regimes  was  published  in 
October  199  5,  and  has  been  provided  to  the  Department  of  State, 
the  National  Marine  Fisheries  Service,  and  others  for  use  in 
updating  and  negotiating  new  fisheries  conservation  agreements. 
Currently,  members  of  the  Commission,  the  Committee  of  Scientific 
Advisors,  the  Commission's  staff,  and  a  number  of  invited  experts 
are  writing  a  textbook  describing  basic  principles  and  issues 
regarding  marine  mammal  biology  and  the  conservation  of  marine 
mammals  and  the  ecosystems  of  which  they  are  a  part.   All  of 
these  activities  derived  primary  support  from  pre-1996 
appropriations . 

The  1994  amendments  to  the  Marine  Mammal  Protection  Act 
established  a  new  regime  to  govern  marine  mammal-fisheries 
interactions  in  U.S.  waters.   As  noted  earlier,  the  regime  was 
based  in  part  upon  recommended  guidelines  developed  by  the 
Commission  at  the  direction  of  Congress.   Key  elements  of  the  new 
regime  are  the  development  of  stock  assessment  reports,  including 
calculations  of  the  potential  biological  removal  level  for  each 
marine  mammal  stock  occurring  in  U.S.  waters;  designation  of 
strategic  stocks  of  marine  mammals;  and  formation  of  take 
reduction  teams  to  develop  recommended  plans  for  reducing  the 
incidental  mortality  and  serious  injury  of  animals  from  strategic 
stocks  to  levels  less  than  the  calculated  potential  biological 
removal  level.   Thus  far  in  Fiscal  Year  1996,  Commission 
representatives  have  participated  in  two  meetings  of  the  first 
take-reduction  team,  a  team  charged  with  developing  a  recommended 
plan  for  reducing  the  incidental  take  of  harbor  porpoise  in 
gillnet  fisheries  in  the  Gulf  of  Maine/Bay  of  Fundy.   The 
Commission  also  has  provided  comments  to  the  National  Marine 
Fisheries  Service  on  a  standard  form  being  developed  to 
facilitate  reporting  of  marine  mammals  caught  and  killed  or 
injured  incidental  to  commercial  fishing  operations  in  U.S. 
waters. 

With  regard  to  fostering  development  of  fishing  gear  and 
practices  to  reduce  the  by-catch  of  marine  mammals  in  fisheries, 
the  Commission,  in  cooperation  with  the  National  Marine  Fisheries 
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Service,  organized  and  held  a  workshop  on  20-22  March  1996  to 
better  determine  how  sound  generators  and  reflectors  might  be 
used  to  prevent  or  reduce  conflicts  caused  by  marine  mammal- 
fisheries  interactions.   The  workshop  involved  representatives  of 
the  fishing  industry,  manufacturers  of  acoustic  devices,  and 
scientists  from  Australia,  Canada,  the  Netherlands,  New  Zealand, 
the  United  Kingdom,  and  the  United  States.   The  workshop  report, 
expected  to  be  completed  by  mid-summer,  will  be  provided  to  the 
National  Marine  Fisheries  Service  for  use  in  developing  policies 
and  programs  for  using  acoustic  deterrents.   Payment  for  this 
workshop  was  done  with  an  interagency  transfer  from  the  National 
Marine  Fisheries  Service  from  Fiscal  Year  1995  funds. 

In  its  continuing  efforts  to  address  ocean  pollution,  the 
Commission  will  soon  publish  its  "Bibliography  on  Physical  and 
Chemical  Constituents  in  the  Marine  Environment  and  Their  Effects 
on  Marine  Mammals."   The  Commission  had  intended  to  develop  a 
strategic  plan  in  Fiscal  Year  1996  to  assess  types  and  levels  of 
pollutants  present  in  marine  mammals  in  the  coastal  waters  of  the 
United  States  and  to  determine  whether  the  rates  of  marine  mammal 
strandings  and  the  levels  of  various  pollutants  present  in 
stranded  marine  mammals  might  provide  a  cost-effective  indicator 
of  the  status  of  coastal  marine  ecosystems.   However,  the 
Commission's  Fiscal  Year  1996  budget  reduction  prevented 
initiation  of  this  project  which  was  intended  to  serve  as  a  basis 
for  advising  other  Federal  agencies,  state  and  local  governments, 
and  intergovernmental  organizations  on  actions  needed  to  better 
determine  the  sources,  fates,  and  effects  of  potentially  harmful 
contaminants. 

A  major  focus  of  Commission  efforts  in  March  and  April  has 
been  the  Florida  manatee  die-off.   By  mid-April  1996,  more  than 
140  manatees  had  died  just  in  southwest  Florida  over  a  six-week 
period  from  one  or  more  undetermined  causes.   Statewide,  nearly 
10%  of  the  estimated  population  of  this  endangered  species  has 
died  since  the  1st  of  January.   Although  only  three-and-a-half 
months  of  1996  have  passed,  this  level  of  state-wide  mortality 
(i.e. ,  240  manatees)  exceeds  all  previous  totals  for  an  entire 
year  since  record  keeping  started  in  the  mid-1970s.   The  previous 
high  for  a  full  year  was  206  animals.   When  the  Commission  first 
learned  about  the  unusually  high  number  of  deaths,  it  immediately 
consulted  with  veterinarians,  epidemiologists,  toxicologists,  and 
others  who  have  participated  in  investigations  of  die-offs  as 
well  as  with  representatives  of  the  relevant  state  and  Federal 
regulatory  agencies,  to  identify  prompt  actions  necessary  to 
determine  the  cause (s)  of  the  unusual  mortality  event.   On  April 
12th,  the  Commission  followed  up  by  organizing  and  chairing  a 
consultation  among  those  conducting  the  investigation  with 
selected  experts  from  throughout  the  country  to  identify  what 
more  should  be  done  to  determine  the  cause  or  causes  of  the 
event. 

In  late-February,  the  third  dead  right  whale  calf  for  1996 
was  found  off  the  coast  of  Georgia.   This  was  significant  because 
three  deaths  constitute  almost  50%  of  recent  annual  calf 
production  for  this  population,  which  numbers  only  about  300  and 
is  the  most  endangered  of  all  great  whales  worldwide.   Because 
Naval  gunnery  and  bombing  activities  had  been  carried  out  in  the 
area  and  were  considered  possible  causative  factors  in  these  and 
several  other  adult  right  whale  deaths,  the  Commission 
immediately  entered  into  consultations  with  the  Navy.   As  a 
result,  the  Navy  promptly  took  a  number  of  responsive  steps,  such 
as  making  substantial  changes  in  location  and  timing  of 
activities,  including  certain  NATO  exercises,  so  as  to  reduce  the 
risk  to  the  right  whales  to  a  minimum. 

With  regard  to  planning  and  coordinating  domestic  and 
international  marine  mammal  research  and  management  programs,  the 
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Commission  has  consulted  with  Alaska  Natives  and  provided  advice 
to  the  Fish  and  Wildlife  Service  and  the  Department  of  State  on 
negotiation  of  agreements  between  the  Russian  Federation  and  the 
United  States,  and  between  indigenous  peoples  of  Alaska  and 
Russia,  to  cooperatively  conserve  the  polar  bear  and  walrus 
populations  that  inhabit  areas  in  the  Bering  and  Chukchi  Seas 
under  the  jurisdiction  of  the  two  countries. 

While  the  Commission  had  also  planned  to  do  a  comprehensive 
review  in  Fiscal  Year  1996  of  the  marine  mammal  research  programs 
being  conducted  and  supported  by  the  National  Marine  Fisheries 
Service  and  the  Fish  and  Wildlife  Service,  funding  reductions  in 
Fiscal  Year  1996  prevented  the  Commission  from  doing  so. 
Likewise,  decreased  funding  effectively  terminated  the 
Commission's  research  and  studies  program. 

A  complete  report  of  the  Commission's  activities  through  31 
December  1995  is  provided  in  the  Commission's  1995  annual  report 
to  Congress. 

Objectives  for  Fiscal  Year  1997 

The  Commission  will  continue  to  meet  its  statutory 
responsibilities  in  Fiscal  Year  1997  by: 

•  recommending  to  the  Secretaries  of  Commerce, 
Interior,  and  State,  and  other  Federal  officials, 
actions  needed  to  more  effectively  conserve  marine 
mammals  and  their  habitats; 

•  helping  to  plan  and  coordinate  Federal,  state, 
academic,  and  international  research  programs 
bearing  upon  the  conservation  of  marine  mammals  to 
increase  productivity  and  prevent  wasteful, 
duplicative  efforts; 

•  managing  and  publishing  the  results  of  its 
research  and  studies  program  to  facilitate 
identification  and  resolution  of  problems 
affecting  the  conservation  of  marine  mammals  and 
their  habitat; 

•  recommending  to  the  Secretaries  of  Commerce  and 
the  Interior  actions  on  requests  for  authorization 
to  take  marine  mammals  for  public  display, 
scientific  research,  and  enhancement,  and  to  take 
small  numbers  of  marine  mammals  by  harassment  or 
other  means  incidental  to  activities  other  than 
commercial  fishing; 

•  identifying  and  recommending  to  the  Secretaries  of 
Commerce  and  Interior  actions  necessary  to  fully 
implement  the  new  regime  for  governing  marine 
mammal-fisheries  interactions  and  other  aspects  of 
the  1994  amendments  to  the  Marine  Mammal 
Protection  Act; 

•  making  recommendations  to  the  Department  of  State 
and  other  agencies  on  United  States'  positions 
relative  to  international  negotiations  affecting 
marine  mammals  and,  when  appropriate, 
participating  in  those  negotiations;  and 

•  providing  guidance  to  the  Department  of 
Agriculture's  Animal  and  Plant  Health  Inspection 
Service  on  updating  and  implementing  standards  and 
guidelines  for  the  care  and  maintenance  of  marine 
mammals  in  captivity. 
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While  meeting  its  basic  statutory  obligations  in  Fiscal  Year 
1997,  the  Commission  will  focus  on:   continuing  to  encourage 
development  and  application  of  science-based  ecosystem-oriented 
principles  and  programs  for  the  conservation  of  marine  living 
resources;  continuing  to  emphasize  issues  of  importance  to 
indigenous  peoples  of  Alaska  so  as  to  foster  the  development,  for 
example,  of  strong  and  viable  co-management  programs;  working 
with  the  National  Marine  Fisheries  Service,  the  Fish  and  Wildlife 
Service,  affected  fisheries  groups,  and  public  interests  groups 
to  develop  and  implement  take  reduction  plans  for  marine  mammal 
stocks  whose  levels  of  human-caused  mortality  and  injury  are 
greater  than  the  estimated  potential  biological  removal  level; 
continuing  to  assess  and  to  foster  ways  of  minimizing  the  direct 
and  indirect  effects  of  marine  debris,  low-frequency  sounds,  and 
other  forms  of  ocean  pollution  on  marine  mammals;  encouraging  the 
responsible  regulatory  agencies  to  develop,  update,  and  implement 
recovery  plans  and  conservation  plans  for  endangered,  threatened, 
and  depleted  marine  mammal  species  and  stocks;  improving  the 
planning  and  coordination  of  domestic  and  international  marine 
mammal  research  and  management  programs;  and  continuing  to  carry 
out  and  make  known  the  results  of  its  research  and  studies 
program. 

Fiscal  Year  1997  Estimate 

The  Marine  Mammal  Commission's  Fiscal  Year  1997  budget 
request  of  $1,334,000  is  adequate  for  the  Commission  to  meet  its 
policy  advice  and  oversight  responsibilities.  It  will  allow  for 
the  support  of  a  limited  research  and  studies  program  to  address 
certain  priority  research  projects  and  for  the  annual  meeting  of 
the  Commission  to  be  held. 

MARINE  MAMMAL  COMMISSION 
SALARIES  AND  EXPENSES 


For  necessary  expenses  of  the  Marine  Mammal  Commission  as 
authorized  by  Title  II  of  Public  Law  92-522,  as  amended, 
[$1,190,000]  $1,334,000. 

MARINE  MAMMAL  COMMISSION 
CONSULTING  SERVICES  -  FY  1996 

Pursuant  to  Public  Lav  96-304,  §  307(a)  and  (b) ,  this  is  to 
advise  the  Committee  that  the  Marine  Mammal  Commission  has  budgeted 
no  funds  for  consulting  services  in  FY  1997.  During  FY  1996,  to 
date,  no  money  has  been  spent  on  consulting  services.  It  is  not 
anticipated  that  money  will  be  spent  on  consulting  services  in 
either  FY  96  or  FY  97. 
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Identification  code  95-2200-0-1-302 

PROGRAM  AND  FINANCING  (in  thousands) 

10.00      Total  obligations    

25.00      Unobligated  balance  expiring    

40.00      Budget  authority  (appropriation) 

7 1 .00      Total  obligations   

72.40      Obligated  balance,  start  of  year,  unpaid  obligations;  Treasury 

balance   

74.40      Obligated  balance,  end  of  year,  unpaid  obligations;  Treasury 

balance   

77.00      Adjustments  in  expired  accounts 

90.00  Outlays 

OBJECT  CLASSIFICATION 

1 1.1  Full-time  permanent 

1 1 .3        Other  than  full-time  permanent   

1 1 .9  Total  personnel  compensation 

1 2. 1         Civilian  personnel  benefits 

2 1 .0  Travel  and  transportation  of  persons   

23. 1  Rental  payments  to  GSA  

23.3  Communications,  utilities,  and  miscellaneous  charges   

24.0  Printing  and  reproduction 

25.2  Other  services    

25.3  Purchase  of  goods  and  services  from  Government  accounts  . 

26.0  Supplies  and  materials 

3 1 .0  Equipment   

99.9  Total  obligations    

PERSONNEL  SUMMARY 

1001        Total  compensable  workyears:  Full-time  equivalent  employ- 


1995  Actual 

1996  Est. 

1997  Est 

1,380 

1.190 

1,334 

1,381 

1.190 

1.334 

1.376 

1.190 

1.334 

241 

283 

209 

283 
-1 

209 

235 

608 

652 

695 

87 

75 

95 

695 

727 

790 

136 

125 

128 

67 

22 

50 

104 

100 

102 

49 

39 

38 

32 

15 

20 

229 

83 

149 

39 

36 

36 

18 

15 

18 

12 

28 

3 

1.334 


JAPAN-UNITED  STATES  FRIENDSHIP  COMMISSION 

QUESTIONS  SUBMITTED  BY  SENATOR  JUDD  GREGG 

BUDGET  JUSTIFICATION 


Question.    Your  budget  justification  documents  the  Commission's  role  in  educating  the 
American  public  and  preparing  Americans  to  meet  the  challenges  and  opportunities  in  its  dealings 
with  Japan.  However,  it  appears  a  significant  portion  of  program  resources  are  devoted  to  research 
and  analysis  of  business-related  issues,  which  are  conducted  and  presented  at  universities.  Who  is 
the  targeted  client(s)  for  the  Commission's  programs?  How  does  the  Commission  identify  topic 
areas  underserved  by  other  sources  of  private  and  public  funds,  as  stated  in  the  budget  justification? 
What  criteria  are  used  to  make  these  decisions? 

Answer.    The  Commission  carries  out  public  education  through  support  of  Japan- America 
societies  and  their  public  affairs  programs  at  the  local  level,  support  of  public  affairs  programs  on 
Japan  in  the  print  and  broadcast  media,  support  of  Japanese  studies  programs  at  colleges  and 
universities  throughout  the  country,  and  other  similar  programs.  In  the  past  six  years,  the 
Commission  has  put  priority  on  support  and  dissemination  of  policy  research.  Because  of  the  critical 
importance  to  US  policymakers  of  economics  and  business  affairs  in  the  bilateral  relationship,  the 
majority  of  the  Commission's  support  has  been  for  studies  in  these  subjects.  The  chief  sources  of 
such  activities  are  universities  and  research  institutes;  thus,  the  targets  for  such  grant-making  are  the 
researchers  at  these  institutions.  Ultimately,  however,  the  intended  audiences  of  the  results  of  this 
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research  arc  policymakers  themselves.  For  example,  the  Commission  has  placed  high  priority  on 
programs  of  education  and  exchange  for  Members  of  Congress  and  their  staff  members  and  has  used 
these  programs  as  a  primary  means  of  bringing  the  results  of  this  research  to  their  attention.  The 
Commission  utilizes  its  widespread  network  of  contacts  in  the  academic,  research,  policy,  media  and 
foundation  communities  to  identify  topic  areas  that  are  underserved  by  other  funding  sources.  The 
eighteen  commissioners  from  the  private  sector  and  the  legislative  and  executive  branches  of 
government  also  play  a  major  role  in  providing  broad  and  deep  information  about  the  state  of  the 
field  and  its  needs.  Commission  members  and  staff  maintain  contact  with  Japanese  ministries  and 
private  sources  to  monitor  their  funding  activities  and  priorities.  There  are  five  criteria  used  in 
making  Commission  funding  decisions:  the  criticality  of  the  research  topic  or  institutional 
development  project  proposed;  the  qualifications  of  the  project  personnel;  the  feasibility  of  the 
project;  the  appropriateness  of  the  budget  request;  and  the  fit  of  the  topic  or  project  in  the 
Commission's  overall  programs  of  support. 

UNIVERSITY  SUPPORT 

Question.    Since  1975,  many  universities  have  fully  established  Pacific  Rim,  and  Japanese- 
oriented  course  work  specifically,  as  part  of  general  graduate  course  work  curriculum.-,.  Additionally, 
many  think  tanks  have  undertaken,  and  continue  to  conduct,  significant  research  and  policy  analysis 
in  the  broader  Japanese  topic-area.  Is  it  the  role  of  the  Commission  to  underwrite  research  activity  at 
public  and  private  universities? 

Answer.    It  is  interesting  that  the  question  cites  the  beginning  of  such  activities  as  the  year 
1975.  This  was  the  year  the  Commission  was  established  by  Congress.  Much  o"  ihe  activity  cited  in 
the  question  above  has  happened  because  the  Commission  has  caused  it  to  happen  by  providing  the 
focus  and  the  necessary  funding.  The  Commission's  enabling  legislation  of  1975  (PL  94-1 18)  cites 
support  of  universities  as  an  example  of  the  sorts  of  programs  it  might  undertake  to  carry  out  its 
mandate.  Furthermore,  the  language  of  the  legislation  allows  the  Commission  broad  discretion  in 
formulating  its  own  programs  to  carry  out  its  mandate.  Beginning  in  1975,  the  Commission 
formulated  two  specific  programs  of  university  support.  The  first  is  for  the  infrastructure  of  Japanese 
studies:  support  of  library  and  database  collections,  language  training  and  other  forms  of  generic 
activity  in  the  field.  The  second  is  for  development  of  Japan  tracks  in  graduate  schools  of  business, 
law,  engineering,  journalism  and  other  professions.  Beginning  in  the  late  1970s  the  Commission  has 
taken  a  proactive  stance  toward  stimulating  research  and  training  activities  that  it  deems  in  the 
national  interest.  It  added  a  third  line  of  support  in  this  regard,  for  the  application  of  expertise  in 
Japanese  studies  to  the  outstanding  policy  issues  of  the  day.  Through  this  third  line,  the  Commission 
continues  to  support  policy-oriented  research  projects  at  individual  universities  and  research 
institutions. 


NONDEPARTMENTAL  WITNESSES 

PREPARED  STATEMENT  OF  W.  RON  ALLEN,  PRESIDENT,  NATIONAL 
CONGRESS  OF  AMERICAN  INDIANS 

INTRODUCTION 

On  behalf  of  the  National  Congress  of  American  Indians  (the  "National 
Congress"  or  "NCAT)  I  am  submitting  this  statement  regarding  the  President's 
FY97  budget  request  for  the  Department  of  Commerce's  Bureau  of  the  Census 
(the  "Bureau")  and  how  funding  for  the  Bureau  affects  Indian  tribal  governments 
and  Indian  people  across  the  United  States.  Begun  in  1944,  the  NCAI  is  the 
oldest,  largest,  and  most  representative  Indian  organization  in  the  nation.  With 
more  than  200  member  tribes,  NCAI  is  dedicated  to  the  continued  viability  of  tribal 
governments  and  the  health  and  welfare  of  Indian  people  across  the  nation. 

Perhaps  more  than  any  other  discrete  group  in  the  U.S.,  Indian  tribal 
governments  and  organizations  rely  heavily  on  statistical  information  regarding 
Indian  population,  housing  and  housing  related  data,  and  a  host  of  other 
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demographic  and  economic  information.  Tribal  leaders,  tribal  planners,  as  well  as 
the  array  of  federal  agencies  and  departments  that  are  charged  with  executing 
federal  Indian  policy  must  have  comprehensive  and  accurate  information  available 
to  form  the  foundation  of  any  sound  policy  with  regard  to  American  Indians  and 
Alaska  Natives  ("AI/AN"). 

The  Bureau  provides  most  of  the  demographic  and  economic  data  that  is 
used  by  the  public  and  the  private  sectors  in  this  regard  not  only  in  terms  of  the 
decennial  census,  but  also  with  regard  to  economic,  agricultural,  housing,  and 
other  functions     Because  the  U.S.  Government  does  have  a  unique  legal  and 
political  relationship  with  Indian  tribal  governments,  the  availability  of 
comprehensive  and  accurate  information  becomes  even  more  important    Though 
the  trust  responsibility  of  the  U.S.  Government  is  delegated  primarily  to  the 
Department  of  the  Interior,  most  federal  agencies  and  departments  have  some 
Indian-related  programs  and  services  to  administer. 

In  an  era  of  dwindling  resources,  NCAI  recognizes  the  desire  of  many 
lawmakers  to  reduce  and  eliminate  annual  federal  budget  deficits.  The  FY96 
appropriations  cycle  was  in  all  likelihood  a  precursor  of  future  appropriations 
debates.  Nonetheless,  there  are  fundamental  obligations  incumbent  on  the  federal 
government  and  the  many  activities  of  the  Bureau  fall  squarely  within  its  realm. 
The  NCAI  supports  the  Administration's  FY97  request  for  the  Bureau  and  lauds  efforts  both  in 
the  Congress  and  in  the  Administration  to  achieve  more  accurate  statistical  results  in  a  more 
efficient  manner. 


THE  FEDERAL-TRIBAL  RELATIONSHIP 

The  legal  and  political  relationship  between  the  U.S.  and  Indian  tribes  is  unique  and  unlike 
that  of  any  other  in  the  federal  system    Premised  on  a  government-to-government  basis,  this 
relationship  began  even  before  the  republic  and  is  expressed  in  numerous  treaties,  executive 
orders,  federal  statutes,  and  court  cases    As  the  Supreme  Court  has  repeatedly  recognized,  this 
relationship  is  political  in  nature  and  is  not  based  upon  the  racial  identity  of  Indian  people  but 
rather  on  a  governmental  basis,  making  the  federal-tribal  link  unlike  any  other  in  our  system.  ' 

Currently  holding  title  to  millions  of  acres  of  Indian  land,  the  US.  has  assumed  the  role  of 
trustee  and  is  obligated  to  protect  Indian  tribes,  Indian  people,  and  Indian  assets  and  resources.  In 
order  to  fulfill  its  obligations  the  U.S.,  through  federal  agencies  and  departments,  must  have 
information  to  enable  it  to  make  sound,  reasoned  decisions  with  regard  to  Indian  well-being. 


BUREAU  EFFORTS  AND  THE  FY97  REQUEST 

A  Census  2000  and  Indian  Tribes 

Sadly,  and  as  we  enter  the  2 1  st  century,  an  accurate  accounting  for  Indian  people  has  not 
been  achieved.  Traditionally  Indian  people  are  undercounted  in  the  decennial  census  often  with 
grave  consequences.  The  consequences  of  such  undercount  are  often  lost  on  those  in  the  U.S. 
Government  as  well  as  the  tribes  themselves.  Not  only  does  the  decennial  census  form  the  basis 
for  elected  representation  in  the  House  of  Representatives,  but  also  serves  to  guide  those  in  the 
public  sector  responsible  for  administering  the  vast  array  of  federal  programs  and  services 
Because  of  the  special  relationship  between  the  U.S.  Government  and  Indian  tribes,  Indian  people 
are  heavily  dependent  on  such  services    Combined  with  the  need  for  accurate  information  about 
Indian  communities  are  the  very  real  geographic  and  cultural  obstacles  that  prevent  such  a  count. 


See  for  example  Morton  v.  Mancari,  4 1 7  U.S.  535  ( 1 974)  where  the  Court  upheld  federal  law  giving 
preference  in  employment  via  the  Federal  Indian  Service  to  Indians  based  on  the  special  political  relationship  existing 
between  the  United  States  and  tribes. 
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Despite  increasingly  limited  resources  available  to  it,  the  Bureau  is  attempting  to  achieve 
more  accurate  counts  of  the  Indian  population  in  the  short-term,  and  is  laying  the  groundwork  for 
better  results  in  the  future  through  new  partnership  programs,  joint  ventures,  and  technological 
innovations    Simply  put,  the  Bureau  cannot  fulfill  its  obligations  to  the  American  people  or  to 
other  federal  agencies  dependent  on  it  for  a  variety  of  information  unless  it  has  sufficient 
resources.  The  FY97  request  for  the  Bureau  is  in  line  with  its  obligations  and  is  one  we  support 

B.  Innovative  Bureau  Functions 

Fully  funding  the  Administration's  request  will  not  only  allow  the  Bureau  to  carry  out  its 
traditional  and  mandated  functions  related  to  population  and  housing  censuses,  but  will  enable  the 
Bureau  to  carry  out  innovative  and  ultimately  efficiency-oriented  policies.  Several  of  these  are 
Indian-specific  including  the  legal  requirement  that  the  Bureau,  like  every  other  federal  agency 
and  department,  recognize  the  sovereign  status  of  Indian  nations  and  deal  with  tribal  governments 
on  a  govemment-to-govemment  basis.  This  legal  requirement  is  more  than  a  slogan,  and  requires 
actual  consultations  between  the  Bureau  and  tribal  governments.  These  consultations,  obviously, 
are  costly  but  in  the  end  will  lead  to  more  enlightened  Bureau  policy  and  more  accurate  Bureau 
statistical  efforts  in  Indian  Country. 

Adhering  to  its  charge  that  every  person  be  accounted  for  in  the  census,  the  Bureau  must 
do  more  to  stimulate  response  in  the  Indian  community.  This  translates  into  effective,  culturally 
appropriate  outreach  systems  to  ensure  that  Indian  communities  are  aware  of  and  responsive  to 
Bureau  activities,  also  assistance  to  Indian  tribal  governments  in  their  understanding  of  and  use  of 
Bureau  information. 

The  symbiotic  relationship  that  can  and  should  be  crafted  between  the  Bureau  and  Indian 
communities  is  both  a  means  to  a  greater  end  (a  more  accurate  accounting  in  Indian  Country)  as 
well  as  an  end  in  itself  (the  creation  of  relatively  permanent  mechanisms  to  further  carry  out 
statistical  counts).    In  addition  to  innovative  joint  ventures  with  Indian  tribes  and  Indian 
organizations  in  an  effort  to  undertake  projects  of  mutual  interest,  the  Bureau  budget  should 
allow  for  the  following: 

-  field  testing  as  part  of  the  American  Indian  Reservation  test  conducted  with  the  active 
cooperation  of  the  Pueblo  of  Acoma  in  New  Mexico  and  the  Shoshone-Bannock  Tribes  in  Idaho; 

-  the  Race  and  Ethnic  Target  Test; 

-  design  work  involving  sampling  techniques  for  non-response  follow-up  and  integrated 
coverage  measurement,  and 

-  efforts  to  develop  and  refine  small  area  intercensal  data  on  the  AI  /  AN  population 
which  will  be  particularly  useful  and  cost  effective  in  the  long  run. 

A  fundamental  feature  of  the  U.S.  Government's  ability  to  fulfill  its  obligation  to  the  tribes 
is  in  its  geographical  determination  of  tribal  areas  and  land  boundaries    In  addition  to  these 
obvious  benefits,  such  support  systems  can  aid  in  compiling  the  Bureau's  Master  Address  File. 
Other  innovations  that  are  particularly  relevant  in  the  Indian  community  include  the  Census 
Information  Center  program  to  ensure  that  census  and  other  Bureau-collected  information  is 
readily  available  to  tribal  communities. 

CONCLUSION 

The  surveying,  collection,  and  analysis  of  raw  information  on  a  national  scale  does  not 
take  place  in  a  vacuum.  Congressional  mandates  that  the  Bureau  do  more  with  less  will  not  make 
the  job  any  easier.  However,  every  dollar  in  federal  appropriations  that  is  spent  in  laying  a  solid 
foundation  for  the  Census  2000,  intercensal  measurements,  and  the  myriad  other  functions  of  the 
Bureau  is  an  investment  that  is  sure  to  pay  off.  If,  on  the  other  hand,  no  significant  efforts  are 
made  in  the  intercensal  years  to  refine  Bureau  techniques  and  to  build  effective  partnership 
programs,  then  the  Congress  is  creating  a  recipe  for  disaster. 
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The  National  Congress  supports  the  Administration  FY97  request  for  the  Bureau  and 
encourages  this  committee  to  provide  the  Bureau  with  the  tools  necessary  to  fulfill  its 
obligations  to  the  American  people. 


PREPARED  STATEMENT  OF  THE  INDIAN  AND  NATD/E  AMERICAN 
EMPLOYMENT  AND  TRAINING  COALITION 


Overview: 

Indian  tribal  governments  and  organizations  representing  American  Indian 
and  Alaska  Native  people  depend  heavily  on  the  work  of  the  Census  Bureau. 

The  decennial  census  is  the  only  household  level  enumeration  of 
American  Indian  and  Alaska  Native  people  conducted  in  all  parts  of  the  US.    It  is 
the  only  source  of  national  and  small  area  data  on  America's  Native  people 
available  to  tribal  and  organization  planners  and  to  the  federal  agencies  which 
have  a  unique,  trust  responsibility  to  this  population. 

The  Indian  and  Native  American  Employment  and  Training  Coalition 
recommends  that  the  Congress  provide  the  full  amount  of  the 
Administration's  Fiscal  Year  1997  budget  request  for  the  demographic, 
geographic  and  data  distribution  programs  of  the  Census  Bureau. 


The  Indian  Stake  in  Census  Programs: 

The  federal  government  has  a  unique  relationship  to  American  Indian 
tribes  and  their  members  and  to  Alaska  Native  communities  and  their  members. 

This  relationship,  expressed  in  numerous  treaties,  statutes  and  federal 
programs,  was  assumed  originally  in  extinguishing  title  to  the  land  that  now 
constitutes  the  United  States.   As  such,  that  relationship  is  different  than  that  of 
the  federal  government  to  any  other  group. 

To  fulfill  the  federal  trust  responsibility  to  Indian  tribes  and  Native 
communities,  the  federal  agencies  involved  and  the  leaders  of  these  communities 
must  have  accurate,  timely  information  on  the  well-being  of  Native  people. 

The  only  nationwide,  household  level  enumeration  providing  such  data  is 
the  decennial  Census  of  Population  and  Housing.    It  is  responsible  for  counting 
all  Native  people,  regardless  of  residence,  throughout  the  country.    Decennial 
data  is  used  extensively  in  the  administration  of  employment  and  training  and 
other  federal  programs.    Even  more  importantly,  such  data  is  needed  by  the 
leaders  of  Indian  tribes  and  Native  organizations  to  plan  for  a  better  future  for 
their  people. 


The  Administration's  Request: 

A  number  of  activities  in  the  Fiscal  97  budget  request  for  the  Census 
Bureau  are  particularly  important  to  Indian  tribes  and  Native  organizations. 
These  include: 
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•  Conducting  ongoing  consultations  on  Census 
services  and  procedures  with  tribal  leaders  and  those 
representing  Alaska  Native  and  off-reservation  Indian 
groups. 

•  Developing  appropriate  outreach  systems  to  insure 
that  all  Native  communities  are  fully  involved  in  the 
collection,  analysis  and  use  of  Census  data. 

•  Initiating/o/nf  ventures  with  Indian  tribes  and 
organizations  on  projects  of  mutual  interest  to  obtain 
a  more  relevant  portrait  of  the  economic  and  social 
dynamics  of  Native  communities. 

•  ContinuingyJeW  testing  and  the  analysis  of  test 
results  from:   the  special  American  Indian  Reservation 
test  conducted  with  the  cooperation  of  the  Pueblo  of 
Acoma  and  the  Shoshone-Bannock  Tribes,  from  the 
Race  and  Ethnic  Targeted  Test  and  from  design  work 
involving  sampling  techniques  for  non-response 
follow-up  and  integrated  coverage  measurement. 

•  Furthering  efforts  to  develop  accurate,  small  area 
intercensal  data  on  the  American  Indian  and  Alaska 
Native  population. 

•  Providing  geographic  systems  support,  including 
staff  to  work  with  tribal  officials  on  the  determination 
of  boundaries  for  American  Indian  and  Alaska  Native 
areas  and  the  inclusion  of  all  such  areas  in  the 
Bureau's  Master  Address  File.   Such  support  should 
also  include  the  support  necessary  to  develop  a 
federal  standard  for  the  geocoding  of  American  Indian 
and  Alaska  Native  areas. 

•  Continuing  and  enhancing  the  Census  Information 
Center  program  to  insure  that  Census  data  is 
available  to  American  Indian  and  Alaska  Native  leaders 
and  those  in  other  communities  of  color. 

All  these  efforts  are  critical  to  the  availability  of  sound  data  for  both  tribal 
planning  and  federal  policymaking  activities. 

The  failure  to  fund  such  efforts  would  ultimately  prove  even  more  costly 
in  terms  of  the  misallocatlon  of  resources  and  lost  opportunities  for  Indian 
economic  and  community  development. 

The  Indian  and  Native  American  Employment  and  Training  Coalition 
supports  the  full  amount  of  the  Administration's  Fiscal  Year  1997  budget  request 
for  Census  demographic,  geographic  and  data  distribution  activities  involving 
American's  Native  people  and  communities. 
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PREPARED  STATEMENT  OF  THE  AMERICAN  ASSOCIATION  OF 
RETIRED  PERSONS 

The  American  Association  of  Retired  Persons  (AARP)  appreciates  this 
opportunity  to  testify  concerning  the  FY  1 997  payment  to  the  Legal  Services 
Corporation  (LSC).  The  availability  of  legal  assistance  to  low-income  older 
persons  involved  in  legal  disputes  is  vitally  important  because  fundamental 
personal  and  property  interests  are  often  at  risk.  A  strong  legal  services 
program  assures  that  other  state  and  federal  programs  enacted  to  help  poor 
people  are  lawfully  implemented. 

At  a  minimum,  AARP  supports  the  Administration's  recommended 
$340  million  payment  next  year  for  the  Corporation.  This  proposed  funding 
level  is  identical  to  the  agency's  own  budget  submission  to  Congress. 

LSC  is  a  lifeline  for  many  poor  and  disabled  older  Americans  who  may 
be  threatened  with  legal  emergencies  such  as  eviction  or  abuse.  Older 
persons  often  confront  substantial  legal  issues  beyond  those  of  the  general 
population  due  to  their  unique  health,  income  and  social  problems.  These 
include  nursing  home  abuse  and  abuse  by  family  members  as  well  as 
obstacles  in  obtaining  public  benefits  such  as  Social  Security  and  Medicare. 
Older  persons  also  frequently  encounter  problems  including  consumer  fraud, 
pension  benefits  and  age  discrimination. 

Legal  services  programs  help  solve  these  problems  in  a  variety  of 
situations.  In  one  state  recently,  for  example,  they  have: 

*  helped  a  destitute  client  overcome  an  erroneous  denial  of  Medicaid 
coverage; 
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♦represented  several  older  widows,  who  had  been  forced  to  choose 
each  month  between  buying  food  or  medicine  due  to  a  food  stamp 
agency's  practice  that  did  not  follow  the  law; 
♦secured  information  under  pension  plans  about  clients'  rights  to 
pension  benefits; 

♦negotiated  for  clients  seeking  Medicare  coverage  of  wheelchairs 
and  similar  equipment  in  order  to  continue  living  in  their  own 
homes; 

♦prevented  nursing  homes  from  arbitrarily  discharging  immobile 
and  destitute  patients;  and 
♦corrected  clients'  Social  Security  earnings  records  to  establish  their 
benefits. 
Projections  from  a  1 987  survey  conducted  for  AARP  indicate  that 
nearly  5.9  million  households  with  a  person  aged  60  or  older  annually  seek 
the  assistance  of  an  attorney  or  legal  advocate.  An  earlier  study  by  the 
American  Bar  Foundation  showed  that  for  every  legal  problem  for  which 
older  households  seek  an  attorney's  assistance,  those  same  households  have 
nearly  three  other  legal  problems  for  which  they  do  not  seek  help.  Thus,  the 
actual  number  of  legal  problems  may  be  many  times  greater  than  the 
estimated  5.9  million  figure. 

While  nationally  there  are  20  lawyers  for  every  1 0,000  people,  the 
Legal  Services  Corporation  Act  embodies  a  goal  of  "minimum  access",  which 
is  defined  as  two  staff  attorneys  for  every  10,000  people  who  are  at  or  below 


the  official  poverty  level.  The  Corporation  has  been  able  to  implement  this 
goal  only  once  due  to  budgetary  constraints.  The  Corporation  reports  that 
legal  services  programs  benefit  more  than  5  million  individuals  annually. 

The  Administration's  budget  request  includes  $305.8  million  for  the 
Corporation's  basic  field  programs;  $1 1 .3  million  for  migrant  programs  and 
$7.9  million  for  Native  Americans.  We  strongly  urge  the  Subcommittee  to 
provide  at  least  these  recommended  levels  next  year  for  these  vital  activities, 
if  at  all  possible.  Thank  you  again  for  this  opportunity  to  present  our  views 
concerning  funding  for  the  Legal  Services  Corporation. 

PREPARED  STATEMENT  OF  ROBERTA  COOPER  RAMO,  PRESIDENT, 
AMERICAN  BAR  ASSOCIATION 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Roberta  Cooper  Ramo,  a  lawyer  from  Albuquerque,  New  Mexico,  and  the 
President  of  the  American  Bar  Association.  On  behalf  of  the  Association  and  its 
370,000  members,  I  submit  this  statement  regarding  a  subject  of  paramount 
importance  to  our  Association:  the  Legal  Services  Corporation.  The  ABA  urges 
this  Subcommittee  to  support  an  appropriation  for  the  Legal  Services 
Corporation  of  not  less  than  $340  million  for  FY97. 

During  the  past  year,  Congress,  through  the  appropriations  process,  took  a  very 
hard  look  at  the  Legal  Services  Corporation.  Congress  directly  addressed  the 
concerns  raised  by  including  riders  on  the  FY96  appropriations  bill,  H.R.  3019, 
restricting  the  type  of  clients  and  cases  local  programs  can  accept.  In  addition, 
funding  for  the  program  was  reduced  by  a  third.  In  essence,  Congress 
restructured  the  program  wholesale.  Now  Legal  Services  should  be  allowed  to 
operate  under  this  new  format  so  that  the  critical  legal  problems  of  low-income 
Americans  can  be  met.  Without  access  to  the  civil  justice  system  in  our  country, 
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many  of  our  least  powerful  -  but  no  less  important  citizens  -  will  lose  their  faith 
in  the  famous  American  way  of  life. 

In  FY81  the  Corporation  was  funded  at  $321  million.  In  real  dollars,  adjusted  only 
for  inflation  and  not  the  interim  growth  in  the  poverty  population,  an 
appropriation  of  $571  million  in  FY97  would  be  required  for  funding  merely  to 
stay  level.  The  current  level  of  funding  for  LSC  is  $278  million,  or  less  than  half 
of  the  FY81  level  measured  in  real  dollars.  Even  at  current  levels,  less  than  20% 
of  the  legal  needs  of  the  poor  are  being  met. 

I  am  fully  aware  of  this  Congress'  commendable  efforts  to  reduce  the  deficit  and 
curb  unnecessary  spending.  However,  the  Legal  Services  Corporation  has 
already  borne  the  brunt  of  budget-cutting  efforts  in  a  highly  disproportionate 
manner.  I  urge  that  you  not  make  additional  cuts  in  this  vital  program  and  to 
support  the  $340  million  level  approved  last  fall  by  the  Senate  and  recommended 
by  the  Administration  for  FY97. 

The  impact  of  LSC  funding  cuts  has  been  deep  and  painful.  Offices,  staff  and 
services  have  been  cut  in  local  programs  throughout  the  country.  More  than  350 
neighborhood  legal  services  offices  are  being  closed,  sharply  reducing  client 
access,  particularly  in  rural  areas,  and  sharply  reducing  the  resources  available 
to  serve  needy  clients.  Yet,  the  need  for  legal  assistance  in  this  country  has 
never  been  greater.  More  than  40  million  Americans  live  in  households  whose 
income  is  below  the  poverty  level.  An  additional  11  million  people  with  incomes 
below  125  percent  of  the  poverty  level  are  also  potentially  eligible  for  legal 
services. 

The  Legal  Services  Corporation  is  the  federal  government's  contribution  to  a 
national  public-private  partnership  aimed  at  fulfilling  the  first  enumerated 
purpose  of  our  government  in  the  Preamble  of  the  United  States  Constitution:  "to 
establish  justice."  The  principle  of  a  "just"  society  is  one  of  the  cornerstones  of 
American  democracy.  To  ensure  that  justice  is  at  least  possible  for  all  persons,  it 
is  imperative  that  all  Americans,  regardless  of  means,  have  access  to  their 
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system  of  justice.  Local  legal  services  programs  provide  the  basic  legal 
representation  all  Americans  deserve,  and  which  all  Americans  should  work  to 
protect.  We  all  have  a  stake  in  "Equal  Justice." 

I  stress  "local"  legal  services  because  this  program  is  a  model  of  local, 
community  based,  community  directed  service.  The  federal  appropriation  to  the 
Legal  Services  Corporation  is  not  spent  by  a  government  bureaucracy  in 
Washington;  indeed,  only  3%  of  the  appropriation  is  used  for  home-office 
administrative  costs.  The  remaining  97%  is  sent  to  separate,  local  non-profit 
corporations  around  the  country  which  provide  direct  services  to  clients. 

LSC  cases  tend  to  be  small  ones  in  terms  of  American  jurisprudence,  but  they  are 
of  enormous  significance  to  clients'  lives.  Often,  the  legal  representation 
individuals  receive  helps  them  to  avoid  catastrophes  which  would  overwhelm 
their  lives  and  prevent  their  playing  a  productive  role  in  society.  In  other  cases, 
these  programs  simply  provide  a  basic  measure  of  fairness  to  those  in  our 
society  who  are  too  often  forgotten  or  neglected.  For  example,  last  year  legal 
services  programs  helped  over  50,000  battered  spouses  and  over  240,000  senior 
citizens.  Children  are  also  major  beneficiaries  of  legal  services.  25%  of  all 
children  under  the  age  of  six  live  below  the  poverty  line.  For  these  truly  innocent 
members  of  our  society,  local  legal  services  programs  are  often  the  only  means 
to  protect  their  rights  and  defend  their  best  interests. 

Most  Americans  agree  that  everyone  is  entitled  to  justice  --  the  poor  and  the  rich 
alike.  Some  argue  that  the  need  ought  to  be  met  by  units  of  state  and  local 
government,  the  private  bar,  charitable  foundations  -  anyone  but  the  federal 
government.  There  are  many  answers  to  this  argument.  First,  justice  and 
fairness  are  bedrock  principles  of  this  Nation;  the  federal  government  should 
ensure  that  the  availability  of  justice  will  never  depend  on  the  vagaries  of 
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geography.  Second,  the  federal  government  is  not  shouldering  the  responsibility 
by  itself -far  from  it: 

o         Over  150,000  lawyers  in  this  country  participate  in  formal  pro  bono 
programs  affiliated  with  local  legal  services  programs,  and  give 
enormous  amounts  of  free  legal  services  to  the  poor  each  and  every 
year.  Many  other  lawyers  provide  services  in  their  communities 
outside  these  formal  programs.  No  other  profession  in  this  country, 
to  my  knowledge,  comes  anywhere  close  to  contributing  such  a 
volume  of  free  services. 

o         The  federal  financial  contribution  provides  60%  of  the  funding 

nationally  for  legal  services  programs.  The  remaining  funds  come 
from  United  Way  campaigns,  bar  associations,  foundations,  law 
firms  and  Interest  on  Lawyer  Trust  Account  ("IOLTA")  programs. 

The  federal  contribution  leverages  an  enormous  amount  of  other  resources  -- 
human  and  financial  --  to  help  meet  the  legal  needs  of  the  poor.  Without  the  core 
federal  support  •-  which  funds  the  client  intake  and  referral  systems,  helps  train 
lawyers  in  private  practice  to  handle  pro  bono  cases  in  areas  of  law  outside  their 
usual  expertise,  and  stimulates  the  contribution  of  other  funding  -  these  non- 
LSC  resources  would  both  be  less  abundant  and  less  effectively  utilized  and,  in 
many  instances,  would  not  exist. 

Can  these  private  resources  be  increased?  Of  course.  Can  they  replace  the 
federal  dollars?  No.  Even  with  the  resources  and  personnel  in  place  before  this 
year's  one-third  cut,  survey  after  survey  in  state  after  state  has  demonstrated  that 
only  20%  of  the  legal  needs  of  the  poor  are  being  met.  The  federal  legal  services 
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offices  of  our  country  are  the  civil  justice  emergency  rooms  for  our  nation's 
poorest  citizens. 

The  front  doors  of  the  Supreme  Court  of  the  United  States  bear  the  inscription 
"Equal  Justice  Under  Law."  The  Legal  Services  Corporation  gives  meaning  and 
reality  to  that  principle  -  not  only  for  the  tens  of  millions  of  persons  eligible  for 
its  services  but  for  all  of  us.  I  urge  your  support  for  an  appropriation  of  not  less 
than  $340  million  for  FY97.  American  democracy  is  strengthened  by  the  Legal 
Services  Corporation. 

PREPARED  STATEMENT  OF  THE  AMERICAN  FARM  BUREAU  FEDERATION 

The  first  important  question  the  subcommittee  will  answer  as  it  considers  an  appropriation  for 
the  Legal  Services  Corporation  is  the  funding  amount.  The  Fiscal  Year  1996  Budget  Resolution 
recommended  an  appropriation  of  $278  million  for  LSC  for  FY  1996.  The  subcommittee  took 
that  recommendation  and  incorporated  it  into  its  original  appropriations  bill.  H.R.  2076,  since 
superseded  by  H.R.  3019. 

The  FY  1996  Budget  Resolution  further  recommended  a  funding  level  of  $141  million  for  LSC 
for  FY  1997.  AFBF  recommends  that  the  subcommittee  follow  this  funding  level  for  FY  1997. 
This  will  be  necessary  to  achieve  a  balanced  budget  in  FY  2002,  as  set  out  by  leaders  of  the 
104th  Congress  last  year.  This  is  an  objective  AFBF  supports. 

Further,  AFBF  supports  administrative  provisions  pertaining  to  LSC  as  enacted  in  H.R.  3019. 
We  have  had  longstanding  concerns  about  the  activities  of  certain  LSC  grantees  since  the  late 
1970s,  when  evidence  appeared  of  concerted  lawsuit  campaigns  against  farmers  alleging 
technical  and  deminimus  violations  of  the  law.  Farmers  were  caught  in  a  no-win  situation,  either 
accept  extreme  settlement  demands  by  grantees  to  avoid  litigation  or  fight  a  long  and  costly  battle 
against  government-funded  attorneys.  At  that  time,  AFBF  supported  a  scries  of  reforms  offered 
by  Reps.  Bill  McCollum  (R-FL)  and  Charles  Stenholm  (D-TX)  designed  to  restrict  LSC  grantee 
activities  and  to  reform  management  of  the  corporation.  AFBF  was  gratified  to  see  these 
restrictions  passed  as  part  of  H.R.  30192076.  AFBF  supports  enactment  of  these  restrictions  and 
management  reforms,  in  their  entirety,  as  a  part  of  whatever  vehicle  provides  funding  for  LSC  for 
FY  1996  and  subsequent  years. 

AFBF  has  also  supported  other  reforms  of  LSC  and  the  activities  of  its  grantees.  AFBF 
supported  H.R.  2277  by  Rep.  George  Gekas  (R-PA),  which  would  have  converted  LSC  into  a 
federally-funded,  state-operated  block-grant  program  to  provide  civil  legal  services  to  the 
indigent,  much  as  criminal  legal  services  are  currently  provided  by  contract  in  many  locales. 
We  believe  adoption  of  an  operating  model  like  that  envisioned  by  H.R.  2277  would  serve  to 
stretch  already  scarce  resources  for  the  provision  of  indigent  legal  aid. 

AFBF  urges  the  subcommittee  to  note  that  diminished  financial  resources  for  I.SC  need  not 
necessarily  lead  to  an  inability  to  deliver  services  to  those  in  need.  A  recent  article  by  former 
Utah  Attorney  General  and  former  LSC  General  Counsel  David  Wilkinson  [Charily  in  a  Year  of 
Government  Reform  -  Private  Alternatives  to  the  Legal  Services  Corporation,  Alternatives  in 
Philanthropy.  October  1995]  notes  that  there  may  be  as  many  as  1.200  providers  of  indigent  legal 
services  who  receive  no  support  from  LSC.  Wilkinson  further  notes  that  there  are  a  number  of 
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service  providers  who  operate  on  highly  efficient  judicare  or  pro-bono  referral  and  coordination 
models.  Further,  according  to  Wilkinson,  state  bar  association  surveys  consistently  show  a  much 
higher  level  of  commitment  to  the  provision  of  pro  bono  services  than  the  American  Bar 
Association  or  the  Legal  Services  Corporation  has  recognized.  A  1991  California  Bar 
Association  survey  found  that  64  percent  of  California  lawyers  perform  pro  bono  work;  a  1994 
Texas  survey  found  more  than  78  percent  of  Texas  lawyers  doing  likewise.  If  similar 
percentages  are  projected  nationwide,  this  means  that  400,000  to  600,000  attorneys  are 
performing  pro-bono  services  for  indigent  clients,  far  more  than  the  130,000  typically  cited  by 
the  ABA.  According  to  Wilkinson.  "This  (130.000)  number,  however,  only  counts  those  lawyers 
who  provide  pro-bono  services  through  organized  pro-bono  programs."  Wilkinson  estimates  the 
total  value  of  these  ad  hoc  pro-bono  services  at  $3.4  billion  annually.  He  further  estimates 
attorneys  deliver  nearly  25  million  hours  of  ad  hoc  pro-bono  services  annually,  more  than  five 
times  the  total  hours  worked  by  4,749  staff  attorneys  in  284  field  offices  of  LSC  grantees.  For 
your  information.  I  have  attached  a  copy  of  Mr.  Wilkinson's  article. 

In  summary.  AFBF  has  been  strongly  supportive  of  the  effort  to  balance  the  federal  budget,  by 
FY  2002.  In  doing  so,  AFBF  recommends  that  Congress  reconsider  a  number  of  programs  that 
may  be  obsolete  or  inefficient.  Such  an  effort  led  to  recent  enactment  of  the  most  sweeping 
reform  of  federal  agricultural  policy  in  50  years.  We  urge  similar  reform  efforts  across  the  board, 
and  we  view  these  reforms  as  an  opportunity  to  correct  past  abuses  of  farmers  by  Legal  Services 
programs  and  to  allow  delivery  of  services  to  the  indigent  without  undue  diversion  to  political  or 
other  activities. 

I  thank  you  for  your  time  and  attention,  and  I  look  forward  to  answering  any  questions  you  might 
have. 

PREPARED  STATEMENT  OF  JOHN  ROBB  AND  TIM  SHEEHAN,  CO-CHAIR- 
MEN, NEW  MEXICO  REPUBLICAN  LAWYERS  COMMITTEE  FOR  LEGAL 
SERVICES 

Mr  Chairman  and  Members  of  the  Subcommittee. 

Our  names  are  John  Robb  and  Tim  Sheehan  and  we  reside  in 
Albuquerque,  New  Mexico.  We  are  Republican  lawyers  who  have  been 
engaged  in  the  private  practice  of  law  in  Albuquerque,  New  Mexico, 
for  many  years.  It  is  our  privilege  to  submit  this  statement  to 
you  on  behalf  of  the  New  Mexico  Republican  Lawyers  Committee  for 
Legal  Services,  a  group  comprised  of  lawyers  from  throughout  the 
state  with  an  executive  core  group  of  approximately  20.  Thank  you 
for  once  again  permitting  us  to  present  our  views  to  the 
subcommittee  as  we  had  the  privilege  of  doing  last  year  in 
connection  with  the  appropriations  for  fiscal  year  1996.  Our 
committee  continues  to  strongly  believe  and  urges  you  to  support 
the  Legal  Services  Corporation  at  a  funding  level  at  least  as  high 
as  the  $300  million  amount  voted  by  the  Senate  for  fiscal  year 
1996.  Although  the  new  restrictions  contained  in  the  FY  '96 
appropriations  bill  have  eliminated  a  few  types  of  matters  which 
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can  be  handled  by  grantees  of  the  Legal  Services  Corporation,  it 
has  not  really  reduced  the  demands  upon  those  grantees  for 
assistance  in  New  Mexico  or  elsewhere.  The  New  Mexico  Legal 
Services  Programs  we  estimate  were  meeting  25%  to  30%  or  less  of 
the  real  legal  needs  of  poor  New  Mexicans  before  those  restrictions 
were  adopted.  Our  New  Mexico  programs  will  simply  be  shifting 
their  emphasis  somewhat  to  many  other  types  of  permitted 
representations  for  which  there  are  serious  backlogs  of  requests 
for  assistance.  Moreover,  they  will  have  substantially  less  funds 
to  do  their  overall  job  given  the  one-third  cut  from  fiscal  1995 
adopted  by  the  Congress  for  the  current  fiscal  year. 

Fiscal  year  '97  actually  presents  further  challenges  to  the 
New  Mexico  programs,  as  we  believe  it  also  does  for  most  of  the 
programs  nationwide.  This  is  because  of  the  employment  cuts  and 
down-sizing  of  some  of  the  federal  laboratories  and  other  federal 
agencies  and  those  in  some  of  the  New  Mexico  private  industries  and 
businesses,  as  well  as  the  reduction  in  public  benefits.  Also 
because  of  the  most  severe  drought  in  New  Mexico  and  the  southwest 
in  many  years  which  is  seriously  affecting  the  entire  state  and 
devastating  the  plight  of  our  Indians  and  other  rural,  poor  New 
Mexicans  who  are  dependent  upon  farming,  ranching  and  livestock 
production.  These  have  actually  increased  the  need  for  legal  help 
by  poor  New  Mexicans  at  a  time  when  these  programs  are  trying  to 
cope  with  sharply  reduced  lawyers,  staffs  and  levels  of  funding. 
The  funding  reductions  for  the  current  fiscal  year  have  fallen 
particularly  hard  upon  New  Mexico's  legal  services  programs, 
including  the  Indian  programs,  because  we  receive  approximately  97% 
of  our  total  legal  services  funds  from  the  Legal  Services  Corpora- 
tion. This  has  caused  approximately  a  40%  reduction  in  New 
Mexico's  available  legal  services  lawyers  and  resources  and  in  that 
of  many  other  states  similarly  situated,  which  will  fall  most 
heavily  upon  our  rural  poor. 

We  would  like  to  reemphasize  the  point  which  we  made  last 
year,  that  is,  that  in  our  view  the  National  Legal  Services  Program 


867 


is  all  about  justice  and  the  right  of  poor  Americans  to  enjoy  fair 
access  to  courts  and  other  justice  institutions  for  the  protection 
of  the  same  rights  that  other  Americans  enjoy.  Although  the 
poverty  of  this  group  is  an  important  factor  in  the  Program,  we 
believe  that  this  is  not  just  another  poverty  program,  as  important 
as  this  may  be.  The  reality  we  submit  is  that  this  is  just  as  much 
a  justice  issue,  that  is,  one  of  equal  justice  for  all,  as  is  the 
federal  Public  Defender's  function  and  that  of  the  U.S.  Attorney 
and  indeed  of  the  federal  courts  themselves.  Accordingly,  we  ask 
the  subcommittee  to  extend  the  same  deference  to  funding  of  the 
Legal  Services  Corporation  as  it  does  to  these  other  institutions 
of  national  justice. 

An  appropriation  level  of  $300  million  or  more  will  help  to 
send  a  strong  message  to  the  House,  which  we  understand  may  be 
facing  renewed  attempts  to  further  cut  or  eliminate  funding  for  the 
Legal  Services  Corporation,  that  the  National  Legal  Services 
Program  enjoys  strong  support  in  the  Senate. 

Our  position  is  that  the  program  has  already  taken  dispropor- 
tionate reductions  (33-1/3%  from  FY  '95)  in  the  FY  '96  process  and 
in  the  strong  restrictions  which  the  Congress  has  placed  upon  it, 
which  have  eliminated  all  or  substantially  all  of  the  claims  of 
"abuse"  leveled  against  it;  that  the  claims  of  "abuses"  should  no 
longer  be  permitted  to  obscure  the  excellent  work  being  done  over 
all  by  these  programs;  that  as  a  matter  of  principle,  fairness  and 
practical  politics,  it  is  only  right  now  to  give  the  new  program 
and  its  multiple  restrictions  a  chance  to  work. 

Congress  has  invested  much  time  and  energy  in  remodeling  the 
Legal  Services  Program  more  to  its- own  liking.  Congress  needs  a 
respite  from  the  vigorous  fight  over  restrictions  which  occurred 
during  the  FY  '96  process.  We  believe  that  any  further  appropria- 
tions reductions  or  added  restrictions  under  the  circumstances  can 
only  be  reviewed  as  unfounded,  punitive  and  as  an  ill  disguised 
assault  on  the  rights  of  the  poor  to  have  equal  justice  under  the 
law.   A  continued  assault  on  the  Corporation,  we  believe,  is  an 


extreme  position  which  we  cannot  in  good  conscience  support  in  New 
Mexico  or  anywhere  else. 

No  one  likes  to  be  confronted  about  alleged  misconduct  and  no 
one  likes  to  be  sued.  But  any  properly  conducted  legal  services 
program  must  have  this  capability  if  it  is  to  adeguately  represent 
the  poor  against  those  with  whom  they  have  grievances.  And  demands 
for  such  accountability  will  always  make  even  the  best  run  program 
to  be  considered  as  controversial  by  some. 

Some  members  of  the  House  favor  a  block-grant  approach  for  the 
funding  of  legal  services.  We  strongly  oppose  this.  Any  such  plan 
would  contemplate  a  phase  out  of  federal  funding.  In  our  view, 
this  would  toll  the  death  knell  of  any  organized,  nation-wide, 
consistent  access  by  the  poor  to  justice,  which  would  then  vary 
from  state  to  state  depending  upon  the  commitment  to  this  principle 
in  each  state.  In  our  experience,  such  a  state  commitment  in  New 
Mexico  for  this  purpose  and  elsewhere  in  the  past  has  not  been 
good. 

Our  committee  would  request  permission  to  appear  and  present 
our  views  personally  to  you  and  the  other  members  on  this  important 
matter.  Thank  you  again  for  permitting  us  to  state  our  views  to 
you,  Mr.  Chairman,  and  the  other  members  of  the  subcommittee. 

PREPARED  STATEMENT  OF  DAVID  L.  FLEMING,  ASSISTANT  NATIONAL  EX 
ECUTIVE  DIRECTOR  FOR  FIELD  OPERATIONS,  BIG  BROTHERS/BIG  SIS 
TERS  OF  AMERICA 

Thank  you.  Chairman  Gregg,  for  providing  Big  Brothers/Big  Sisters  with  the  opportunity  to  submit 
testimony  to  your  Subcommittee  regarding  FY97  funding  for  the  Department  of  Justice. 

I  serve  as  Assistant  National  Executive  Director  for  Field  Operations  of  Big  Brothers/Big  Sisters  of 
America,  the  federated  movement  of  512  Big  Brothers/Big  Sisters  Agencies  located  in  all  fifty  states. 
The  Big  Brothers/Big  Sisters  program  began  in  1904  to  provide  one-to-one  services  to  boys  and  girls 
in  need  of  additional  adult  support  and  guidance.  We  currently  serve  an  average  of  100,000  children 
and  their  families  a  year. 

Big  Brothers/Big  Sisters  of  America  exists  to  build  the  capacity  of  local  Affiliated  Agencies  to  give 
children  and  youth  ~  typically  from  single  parent  homes  -  the  opportunity  to  experience  healthy 
relationships  with  caring  adult  volunteers,  primarily  through  one-to-one  services  Such  relationships 
are  the  foundation  for  developing  the  full  potential  of  boys  and  girls  as  they  grow  to  become  competent 
and  caring  men  and  women. 

Mr.  Chairman,  as  you  know  our  nation's  children  face  greater  obstacles  today  than  ever  before 
Violence,  substance  abuse  and  teenage  pregnancy  challenge  social  service  organizations  such  as  ours 
Big  Brothers/Big  Sisters  of  America,  however,  is  working  to  meet  that  challenge  by  helping  at-risk 
children  to  lead  productive  lives. 


The  "one-to-one"  program  works  as  a  strategy  for  supporting  children  at  risk.  According  to 
Public/Private  Ventures'  (P/PV)  recent  impact  study,  having  a  Big  Brother  or  a  Big  Sister  results  in 
young  adolescents  saying  no  to  drugs  and  alcohol,  improving  their  school  attendance  and  getting  along 
better  with  their  families  and  peers. 

In  1992  and  1993,  some  959  boys  and  girls  in  seven  states  (Arizona,  Kansas,  Minnesota,  New  York, 
Ohio,  Pennsylvania,  and  Texas)  entered  into  an  historic  experiment  -  the  first  nationwide  impact  study 
of  a  mentoring  organization.  The  children  ranged  in  age  from  10  through  16.  Approximately  half  were 
matched  with  a  Big  Brothers  or  Big  Sister,  while  the  others  were  assigned  to  a  waiting  list  or  control 
group.    On  average  the  matched  children  met  with  their  Big  about  three  times  a  month  for  one  year. 

Eighteen  months  later,  P/PV  found  that  the  Littles  were: 

•  46%  less  likely  to  begin  using  illegal  drugs 

•  27%  less  likely  to  begin  using  alcohol 

•  52%  less  likely  to  skip  school 

•  more  confident  of  their  performance  in  school  work 

•  less  likely  to  hit  someone,  and 

•  getting  long  better  with  their  families 

P/PV  is  based  in  Philadelphia  and  is  a  national  research  organization  with  more  than  18  years  of 
experience  in  studying  child  development  and  social  service  issues  This  independent  research  study 
was  funded  by  a  $2  million  grant  from  Lilly  Endowment,  Inc.;  an  anonymous  donor;  The 
Commonwealth  Fund  and  Pew  Charitable  Trusts. 

P/PV's  research  found  that  it  was  BBBSA's  trademark  approach  to  mentoring  that  made  these  one-to- 
one  matches  such  a  powerful  force  for  influencing  children's  behavior.  This  impact  study  was  the 
culmination  of  a  four-part  P/PV  series  on  BBBSA.  Taken  together  these  four  reports  make  a  case  for 
BBBSA's  one-to-one  service  as  the  model  for  other  mentoring  programs  to  follow.  BBBSA  offers 
positive,  broad-based  programs  that  focus  less  on  specific  problems  after  they  occur  and  more  on 
meeting  youth's  most  basic  developmental  needs.  As  a  result,  Littles  do  better  in  school  and  at  home 
and  avoid  violence  and  substance  abuse  at  a  pivotal  time  in  their  lives  when  even  small  changes  in 
behavior,  or  choices  made,  can  change  the  course  of  their  future. 

Big  Brothers/Big  Sisters  played  a  lead  role  four  years  ago  in  the  drafting  of  legislation  which  has 
encouraged  the  development  of  mentoring  relationships  through  the  establishment  of  programs  linking 
children  in  high  crime  areas  with  law  enforcement  officers  and  other  responsible  adults.  This  program, 
which  is  know  as  JUMP,  the  Juvenile  Mentoring  Program,  provides  local  educational  agencies  and 
nonprofit  groups  with  the  opportunity  to  compete  for  grants  to  implement  juvenile  mentoring 
programs.  The  funds  may  be  used  to  hire  mentoring  coordinators  and  support  staff;  to  recruit,  screen 
and  train  adult  mentors;  and  to  reimburse  mentors  for  service-related  expenses.  The  authorizing 
legislation  for  JUMP  was  included  as  part  of  the  1992  Juvenile  Justice  Reauthorization  Act.  It 
provided  for  the  Office  of  Juvenile  Justice  and  Delinquency  Prevention  to  administer  JUMP  and  select 


A  year  ago,  the  Department  of  Justice  awarded  the  first  JUMP  grants  to  41  sites.  This  announcement 
represents  a  good  start  but  only  4 1  out  of  more  than  500  applicants  were  awarded  grants  —  leaving 
tens  of  thousands  of  kids  unmatched.  The  problem,  Mr.  Chairman,  is  funding.  Continued  funding  for 
JUMP  will  provided  these  other  450  organizations  with  the  opportunity  to  start  JUMP  programs.  And 
since  mentoring  programs  work  through  the  efforts  of  volunteers,  the  funds  necessary  to  have  a  far- 
reaching  impact  are  relatively  modest.  The  FV97  funding  request  for  JUMP  is  $20  million.  Assuming 
an  average  grant  of  $50,000,  this  funding  level  would  provide  for  the  development  or  expansion  of  400 
mentoring  programs  across  the  country.  It  should  also  be  noted  that  under  the  existing  law,  JUMP'S 
authorization  is  contingent  upon  the  maintenance  of  funding  for  the  juvenile  justice  program.  For 
JUMP  to  be  funded,  this  amount  will  need  to  be  an  addition  to  the  juvenile  justice  budget. 

The  mentoring  community  realizes  that  this  Committee's  focus  will  be  on  getting  more  bang  for  the 
federal  buck.  The  P/PV  study  proves  that  JUMP  is  the  type  of  innovative  and  effective  program  which 
has  the  potential  to  make  a  great,  positive  impact  on  our  nation's  youth  with  a  small  investment. 
Dollars  for  mentoring  may  come  in  small  amounts  but  they  provide  real  hope  for  the  future  of 
America's  youth  who  are,  after  all,  our  most  important  resource.  In  so  many  ways,  JUMP  is  a  wise 
investment. 

Finally,  authorization  for  the  JUMP  program  did  not  provide  for  OJJDP  to  expend  funds  for  technical 
assistance  or  a  strong  evaluation  of  JUMP.    As  a  member  of  the  National  Mentoring  Coalition,  a 
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collaboration  of  a  wide  range  of  mentoring  programs  throughout  America,  BBBSA  requests  that  funds 
be  provided  to  OJJDP  so  that  technical  assistance  might  be  provided  to  the  41  currently  funded  JUMP 
sites  P/PV's  impact  study  showed  a  clear  need  for  organizations  undertaking  mentoring  for  the  first 
time  to  develop  the  policies  and  procedures  that  are  required  to  operate  an  effective  mentoring 
program. 

Mr.  Chairman,  BBBSA  thanks  you  for  the  opportunity  to  submit  testimony  to  your  Subcommittee  this 
year. 

PREPARED  STATEMENT  OF  ELBRIDGE  COOCHISE,  ADMINISTRATOR/CHIEF 
JUDGE,  NORTHWEST  INTERTRIBAL  COURT  SYSTEM 

The  Northwest  Intertribal  Court  System  (NICS).  a  Tribal  Court  Service  Consortium  of  1 1  member 
Tribes,  provides  on-reservation  judicial  and  prosecutorial  services  to  the  member  Tribes  and  one 
non-member  Tribe.  This  "circuit"  court  system  provides  each  Tribe  on-reservation  Tribal  Court 
functions  for  a  limited  cost/time  share  each  month.  The  Court,  including  Judges,  Prosecutors  and 
court  staff  travel  to  the  Tribes  for  on-site  administration  of  justice.  The  current  base  funding  for 
the  System  through  the  Department  of  the  Interior  is  $348,200  for  the  member  Tribes  (or  a  Tribal 
share  of  $29,173  per  Tribe).  The  13.1815%  cuts  in  FY1996  eliminated  three  FTE's  (two  direct 
and  one  indirect)  from  the  System.  We  request  funding  of  $783,766  In  FY1997  for  salary 
increases,  operations,  increased  staff,  training,  and  computer  equipment  from  the  Department  of 
Justice  Office  of  Tribal  Justice. 

Inasmuch  as  funding  for  the  American  Indian  Judicial  System  did  not  increase  with  the  enactment 
of  P.L.  103-176.  'The  Indian  Tribal  Justice  Act',  your  assistance  is  paramount  at  this  time  to 
support  Tribal  Court  and  Appellate  Court  operations  to  a  comparative  level  with  other  judicial 
systems  in  the  United  States. 

In  order  to  improve  the  efficiency,  effectiveness  and  appropriate  mediation  of  justice  for  our 
member  Tribes.  NICS  asks  that  consideration  be  given  to  the  following  FY1997  appropriation 
requests  from  the  Department  of  Justice: 

1 .  Earmark  of  $  1 1 8,000  for  NICS  operations  inclusive  of  salary  increases,  a  5%  Cost  of  Living 
(COLA)  increase  for  existing  staff  and  29.66%  fringe  benefits: 

*  Core  Staff  with  COLA  and  fringe  benefits  ($58,000); 

*  Informal  Dispute  Resolution  Capabilities  with  one  Tribal  Coordinator  ($25,000); 

#  Operational  Expenses  to  support  additional  personnel  travel  and  supplies  and  augment 
existing  budget  limitations  ($35,000) 

2.  Re-staff  seven  positions,  with  fringe  benefits,  that  were  terminated  due  to  the  lack  of  funding 
in  the  FY  1995  DOI  budget  and  a  non-approved  budget  for  FY  1996: 

•  Third  Associate  Judge,  two  Public  Defenders,  third  Assistant  Prosecutor,  one  Dispute 
Resolution  Coordinator,  Office  Manager,  and  one  Law  Clerk  ($282,665) 

3.  Increased  staff  needs  include  eleven  Court  Clerks  one  at  each  Tribe  ($205,920);  two 
Secretaries,  and  one  Tribal  Coordinator  ($84,281); 

4.  One-time  cost  for  13  Computers/Printers  to  establish  a  Computer  Network  Between  the 
Member  Tribes  (1 1  Computers)  and  NICS  (2  Computers):  Approximately  $2,800  per  unit 
($36,400);  and, 

5.  Training  for  Professional  staff  of  Judges,  Prosecutors,  and  Public  Defenders 
($30,000);  Clerical  staff  ($10,000);  and  11  Court  Clerks  at  each  Tribe  ($16,500). 
including  computers  and  telecommunications  usage  ($56,500). 

NATIONAL  RECOMMENDATIONS 

On  December  3,  1993,  Public  Law  103-176.  'The  Indian  Tribal  Justice  Act"  was  signed  into  law  and 
authorized  $58.4  million  for  Tribal  Judicial  systems.  Clearly,  this  law  emphasizes  Congressional  intent 
for  increased  funding  support  for  Tribal  Court  operations.  No  funding  request  has  been  made  by  the  BIA 
or  the  Department  of  the  Interior.  We  request  that  the  Appropriations  Committee  supports  the 
Authorization  Committees'  legislative  provisions.  Our  recommendations  are  based  on  an  historical 
pattern  over  the  past  decade  of  minimal  support  or  consideration  for  Tribal  Court  needs. 

If  the  full  authorization  cannot  be  provided,  we  request  at  least  $5  million  be  appropriated  for  the  Act. 
This  would  be  in  addition  to  the  current  $  1 4  million  through  the  Department  of  the  Interior  for  254  Tribal 
judicial  systems.  In  FY1996,  neither  House  of  Congress  supported  the  President's  request  for  the  $5 
million. 
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Further,  the  Juvenile  Justice  and  Delinquency  Prevention  Act,  P.L.  102-586,  is  scheduled  for 
reauthorization  in  FY1997.  We  request  that  the  Committee  provides  at  least  $5  million  in  the  Act  for 
Indian  youth  services  and  prevention  programs  in  Indian  Country. 

Nationwide,  we  urge: 

•      An  increase  of  $58.4  million  to  improve  Tribal  Court  Operations; 

Provide  $500,000  in  the  Office  of  Tribal  Justice  to  support  a  comparative  analysis  study  of  Tribal- 
County-State  funding  and  responsibilities  for  law  enforcement,  courts,  social  services  with  emphasis 
on  child  welfare  and  juvenile  delinquency  with  a  report  due  to  Congress  by  3/1/97; 
Provide  adequate  funds  to  accurately  assess  and  support  Tribal  Cost  of  Living  Adjustments  and 
begin  to  provide  for  inflation  adjustments  in  existing  program  budgets  according  to  the  Consumer 
Price  Index;  and. 

Provide  $5  million  to  support  reauthorization  language  in  the  Juvenile  Justice  and  Delinquency 
Prevention  Amendments  of  1 992,  P.L.  1 02-586,  for  Indian  youth  services  and  prevention  programs. 

JUSTIFICATION  FOR  NICS  FY1997  APPROPRIATIONS  REQUEST 

A  Tribal  government's  capability  to  deliver  fair  and  impartial  justice  to  its  membership  is  certainly  as 
important  as  law  enforcement  to  protect  individual  freedoms  and  public  welfare.  As  the  U.S. 
Commission  on  Civil  Rights  reported  in  June  1991,  Tribal  Courts  basically  lack  sufficient  financial 
resources  to  provide  good  judicial  services.  It  is  not  the  capability  and  will,  but  the  means  to  deliver 
court  services,  that's  the  problem.  The  NICS  offers  this  "circuit  system"  to  provide  basic  court  services, 
but  proposes  that  with  additional  support  we  can  represent  a  cost-efficient  model  for  other  Tribes  and 
rural  communities.    Our  justification  for  each  appropriation  component  is  as  follows: 

1.  Earmark  for  the  Operations  of  the  Northwest  Intertribal  Court  System.  Salary  Increases,  a  5%  Cost 
of  Living  (COLA),  and  29.66%  Fringe  Benefits:    $118.000 

The  current  staff  has  not  received  any  salary  increases  since  1992;  cost  of  living  adjustments,  nor 
inflation  is  provided,  thus  depleting  funds  which  are  needed  to  cover  costs  in  the  next  year.  The 
current  Consumer  Price  Index  (CPU  must  be  addressed  if  we  are  to  retain  quality  staff  and  maintain 
services.  It  is  imperative  that  the  funding  for  the  core  operations  of  the  NICS  is  included  as  a  base 
budget  item  in  the  FY  1 997  appropriations  within  the  Office  of  Tribal  Justice.  Included  in  this 
request  is  funding  for  a  Bookkeeper/Secretary  position.  Due  to  the  circuit  type  of  court  system 
NICS  operates,  the  extensive  travel  expenses,  multiple  member  Tribes,  personnel/bookkeeping 
requirements  are  voluminous  requiring  bookkeeping  and  secretarial  services  after  hours  and 
weekends  to  ensure  that  the  record-keeping  responsibilities  are  up-to-date.  Therefore,  the 
Bookkeeper/Secretary  position  is  warranted. 

An  additional  amount  is  needed  to  support  increased  staff  operational  costs,  to  provide  the 
necessary  services  to  member  Tribes  such  as  travel,  rental  of  GSA  vehicles,  supplies,  and  address 
the  chronic  shortage  in  operations  costs. 

2.  Re-staff  Seven  Positions,  with  Fringe  Benefits,  That  Were  Terminated  Due  jo  the  Lack  pf  Funding 
in  the  FY  1995  DPI  budget  and  a  Non-Approved  Budget  for  FY1996:    $282.665 

Member  Tribes  hold  Tribal  Court  2  to  7  days  per  month  for  an  average  of  3.5  court  days  per  month 
or  approximately  26.25  court  days  per  Judge.  Given  20  work  days  available  per  month,  2  Judges 
simply  can't  provide  the  needed  services.  A  third  associate  Judge  would  provide  the  requested 
service  and  be  available  for  unexpected  court  demands,  sickness  and  vacations. 

For  the  past  two  fiscal  years,  seven  positions  have  been  closed,  attributable,  in  large  part,  to 
insufficient  funding  of  the  NICS  by  Congress  in  both  FY1995  and  FY1996.  The  seven  positions 
are:  a  third  Associate  Judge,  a  third  Assistant  Prosecutor,  two  Public  Defenders,  one  Dispute 
Resolution  Coordinator,  an  Office  Manager,  and  one  Law  Clerk.  Restaffing  these  positions  are  at 
a  critical  stage  given  the  increase  in  criminal  activity  in  rural  parts  of  the  U.S. 

In  order  to  ensure  due  process  for  their  members,  the  Tribes  have  requested  that  Public  Defenders 
be  available  for  their  individual  members  even  if  only  in  criminal  cases  where  jail  is  a  possibility  as 
part  of  the  sentence.  Tribes  are  concerned  that  their  Tribal  Courts  offer  fair  forums  and  services 
for  their  people.  Public  defenders  are  needed  by  the  member  Tribes  in  order  to  have  a  balanced 
justice  system  within  their  jurisdiction.  In  the  past  some  member  tribes  have  utilized  an  informal 
dispute  resolution  process  to  handle  disputes  under  our  Community  Boards  project,  which  had  been 
funded  by  private  foundations.  This  process  follows  the  traditional  process  of  handling  disputes 
by  the  Tribes.  It  is  a  better  process  in  many  areas  where  jurisdiction,  multiple  litigants,  and  other 
factors  would  only  hamper  settling  of  the  dispute  in  the  adversarial  process  used  by  the  courts. 
It  gives  parties  more  participation  in  the  decision-making  process  to  resolve  issues. 
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3.  Increased  Staff  Needs  Include  Eleven  Court  Clerks.  One  At  Each  Tribe:  $205.920;  Two  Secretariat 
and  One  Tribal  Coordinator:    $84.281 

For  full-time  Court  Clerk  positions  at  each  member  Tribe  location.     Also,  a  Secretary  for  the 
Appellate  Unit  and  a  Secretary  and  a  Tribal  Coordinator  for  the  Informal  Oispute  Unit. 

4.  One-Time  Cost  for  Thirteen  qomputers/Primers  jQ  Establish  a  Computer  Network  Between  the 
Member  Tribes  and  NICS  (Eleven  for  Tribes  and  Two  for  IMICS  @  $2.800  per  unit)  $36.400 

*  1 1  computers  for  court  clerks  at  each  Tribal  Court  to  telecommunicate  with  our  administrative 
operations  in  Edmonds,  Washington  to  reduce  paperwork  transfer/handling  expense,  automate 
Tribal  Court  record-keeping  to  reduce  costs,  and  assist  individual  courts  tabulate  and  report 
statistics.   We're  trying  to  move  into  the  modern  world  and  reduce  costs;  and, 

*  2  computers  are  needed  at  the  Edmonds  offices  for  the  Judges,  prosecutors  and  office  staff. 
Most  of  our  reporting  and  record-keeping  is  now  prepared  manually,  which  is  not  cost  effective. 
Improvement  through  computers  will  assist  in  the  overall  record-keeping  process,  improve 
statistical  information  analysis,  and  in  the  long  term,  reduce  travel  and  site  visits  now  required. 

5.  Training  for  Professional  Staff  for  Judges.  Prosecutors,  and  Public  Defenders.  Clerical  Staff.  Eleven 
Court  Clerks  at  Each  Tribe:  $56.500 

*  Professional  staff  of  Judges,  Prosecutors,  and  Public  Defenders  to  keep  abreast  of  changes  in 
law,  upgrading  of  knowledge  skills,  and  mandatory  CLE  training  ($30,000); 

*  Eleven  Tribal  Court  Clerks  serving  at  each  Tribal  reservation  to  upgrade  their  skills  in  inter-Tribal 
telecommunications,  computer  skills,  and  improvement  of  services  as  Court  Clerks  ($1 6,500); 
and. 

*  NICS  clerical  staff  training  in  computer  telecommunications  and  clerical  skills  ($10,000). 

NICS  Appropriations  Requests  and  Recommendations:   National  Level 

Law  Enforcement  is  charged  with  the  maintenance  of  Law  and  Order  as  the  arm  of  the  Executive 
Branch,  the  Tribal  Courts  are  charged  with  the  judicial  functions  of  interpreting  law  and  providing  a  fair 
forum  where  our  people  are  allowed  to  assert  their  views  and/or  rights  which  assist  Tribal  governments 
in  a  balanced  system  of  justice.  The  Supreme  Court  has  held  that  Tribal  Courts  are  the  appropriate 
forums  for  civil  cases  arising  on  the  reservations  which  involve  an  Indian  or  impact  the  health,  safety 
or  welfare  of  the  Tribe. 

The  Tribal  Courts,  as  a  third  component  of  Tribal  Governments,  is  the  provider  of  justice  needs  of  the 
Tribes  in  their  exercise  of  the  powers  of  Self-Government  and  the  protector  of  Indian  Civil  Rights  Act 
(ICRA)  rights,  can  only  be  guaranteed  by  providing  adequate  resources  to  carry  out  those  obligations 
and  rights.  As  an  integral  part  of  the  exercise  of  sovereignty  and  providing  justice,  the  Tribal  Courts, 
as  the  State.  County  and  Municipal  Courts,  are  the  balancing  entity  charged  with  assuring  that  justice 
is  carried  out  for  the  Tribe  and  its  people.  However,  justice  systems  cannot  effectively  operate  for  Tribal 
governments  without  adequate  support  resources.  Comparable  Federal,  State,  County  and  Municipality 
Court  functions  are  supported  directly  by  their  respective  tax  base.  Tribal  governments  must  rely  on 
Federal  support  through  the  BIA  to  maintain  justice  for  their  people.  Tribal  Courts,  of  course,  must 
compete  with  all  other  BIA  priorities  in  the  budget  process. 

The  Department  of  Justices'  Office  of  Tribal  Justice  was  created  to  improve  the  coordination  of  services 
and  communications  between  Justice  and  the  Tribes.  The  Departments  of  Justice  and  the  Interior,  have 
established  an  American  Indian  Task  Force  to  address  the  concerns  of  the  Tribes  regarding  the 
administration  of  justice  and  their  courts.  These  efforts  by  the  Administration,  reinforces  the  need  for 
funding  at  the  Tribal  judicial  level  to  participate  in  the  assessment  and  development  of  initiatives  that 
would  be  implemented  at  the  Tribal  level.  Further,  it  is  necessary  for  these  agencies  to  provide  funding 
which  will  support  the  participation  of  Tribal  judicial  systems  in  their  goals  to  identify  the  needs  of 
Tribes.  Hopefully,  through  new  Tribal  Court  authorization  legislation.  Tribal  Courts  will  be  supported 
adequately.  I  am  sure  when  future  comparisons  are  made  as  to  resources  made  available  to  Tribal 
Courts  versus  other  judicial  systems,  it  will  be  quite  clear  that  we  are  providing  judicial  services  with 
very  limited  support. 

The  Office  of  Tribal  Justice  identified  as  one  of  its  responsibilities  to  provide  coordination  and  liaison 
assistance  in  funding  to  Indian  Country  and  other  Indian  Grant  Programs.  Since  the  1 03rd  Congress 
passed  the  Indian  Tribal  Justice  Act.  which  authorized  $58.4  million,  we  urge  this  Committee  to 
encourage  the  Department  of  Justice  to  uphold  its  mission  statement  to  address  issues  that  are  of 
importance  to  the  Nation's  First  Americans  with  renewed  effectiveness  and  to  provide  adequate  support 
for  Tribal  Courts  within  the  Office  of  Tribal  Justice  in  the  FY1977  appropriations. 

I  appreciate  your  consideration  of  my  presentation. 
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NORTHWEST  INTERTRIBAL  COURT  SYSTEM 
Location  of  Member  Indian  Tribes 
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NORTHWEST  INTERTRIBAL  COURT  SYSTEM 
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rURISPICTIQN 

1.  State  retroceded  jurisdiction  over  Indians  on  their  tribal  and  allotted  lands. 

2.  Eight  subject-matters  under  state  jurisdiction. 

3.  No  state  jurisdiction. 

4.  Full  state  jurisdiction  (except  retrocession  of  Indian  Child  Welfare  cases). 

5.  No  state  jurisdiction  on  the  reservation,  but  the  status  of  the  off-reservation  trust  land  is  unclear. 

6.  Full  state  jurisdiction. 

7.  No  reservation. 
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WA  BUDGET  JUSTIFICATION  ESTIMATES 
COURTS 
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($99,000  from 
FY92  enacted) 

10.961.000 
($954,000  from 
FY91  enacted) 
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(+  $49,000  from 

FY90  enacted) 

9.542,000 
($102,000  from 
FY89  enacted) 
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(-$135,000  from 
FY88  enacted) 

9.256,000  (enacted) 
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(+$2,312,000 
incl.  CSFredist.) 
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NAICJA  TRIBAL  JUSTICE  SURVEY 
SUMMARY 
MARCH  1, 1995 
Surveys 

Number  of  surveys  sent  to  tribal  courts  231 

Number  of  surveys  received  41  «  18% 

Sample  Represented 

NUMBER  OF  TRIBES  REPRESENTED  41 

Number  of  States  represented  20 

Western  States  9,  Midwestern  States  7,  Eastern  States  4 
Tribal  Courts  Represented  37,  Traditional  courts  represented  3,  CFR  cot 


Court  Size  i 

Small  -  population  2000  or  less  19 

Medium  -  population  2,001  to  13,000  18 

Large  -  population  13,000  and  above  4 

Funding  (See  Chart) 

Current  Need  Increase  Needed 

BIA  Funding  S  5,006,044 

Tribal  Funding  S  9,631,935 

Tribal  Court  Funding  S14.637.979  S23.9S2.882  63.6V. 

Judges'  Salaries 
Weighted  average  salary  for  full-time  Judges  $31,858,  Salary  range  for  full-time  Judges  Jl 8,000  to  $65,000 

Caseload  Distribution 

Number  of  civil  cases  S7.367  (17.1%) 

Number  of  criminal  cases  35,717  (82.9%) 

Tribal  Justice  Systems 
Court  of  Record  90.0% 

Appellate  Court/Other  Appeal  Process  86.8% 

Facilities 

The  surveys  show  the  tribes  have  the  following  facilities.  Most  of  the  facilities  are  Tribal  facilities  and  do  not  meet  ADA 

requirements.     (See  chart) 

Law  Library  30.0% 

Court  Facility  83.8% 

Separate  Court  Room  78.9% 

Jury  Room  76.9% 

Adequate  Court  House  15.8% 

Detention  Facility  42.1% 

Separate  Juvenile  Facilities  42.5% 

Gender  Separated  Facilities  45.9% 

Traditional  or  Alternative  Programs 

Only  7%  of  the  Tribes  have  traditional  or  alternative  programs  for  dispute  resolution.   Several  Tribes  requested  funds  for 

alternative  dispute  resolution. 

Training  and  Technical  Assistance 

Most  Tribes  provide  some  type  of  training  and  technical  assistance  to  their  court  staff.  About  95%  of  the  respondents  said 

they  do  not  have  adequate  training  and  technical  assistance. 
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[From  Public  Law  103-176,  Dec.  3, 1993] 
INDIAN  TRIBAL  JUSTICE  ACT 

TITLE  H— AUTHORIZATIONS  OF 
APPROPRIATIONS 

SEC.  201.  TRIBAL  JUSTICE  SYSTEMS. 

(a)  Office. — There  is  authorized  to  be  appropriated  to  carry 
out  the  provisions  of  sections  101  and  102  of  tnis  Act,  $7,000,000 
for  each  of  the  fiscal  years  1994,  1995,  1996,  1997,  1998,  1999, 
and  2000.  None  of  the  funds  provided  under  this  subsection  may 
be  used  for  the  administrative  expenses  of  the  Office. 

(b)  Base  Support  Funding  for  Tribal  Justice  Systems.— 
There  is  authorized  to  be  appropriated  to  carry  out  the  provisions 
of  section  103  of  this  Act,  $50,000,000  for  each  of  the  fiscal  years 
1994,  1995,  1996,  1997,  1998, 1999,  and  2000. 

(c)  Administrative  Expenses  for  Office.— There  is  author- 
ized to  be  appropriated,  for  the  administrative  expenses  of  the 
Office,  $500,000  for  each  of  the  fiscal  years  1994,  1995,  1996, 
1997,  1998,  1999,  and  2000. 

(d)  Administrative  Expenses  for  Tribal  Judicial  Con- 
ferences.— There  is  authorized  to  be  appropriated,  for  the  adminis- 
trative expenses  of  tribal  judicial  conferences,  $500,000  for  each 
of  the  fiscal  years  1994,  1995,  1996,  1997,  1998,  1999,  and  2000. 

(e)  Survey. — For  carrying  out  the  survey  under  section  102, 
there  is  authorized  to  be  appropriated,  in  addition  to  the  amount 
authorized  under  subsection  (a)  of  this  section,  $400,000. 

(D  Indian  Priority  System.— Funds  appropriated  pursuant  to 
the  authorizations  provided  by  this  section  and  available  for  a 
tribal  justice  system  shall  not  be  subject  to  the  Indian  priority 
system.  Nothing  in  this  Act  shall  preclude  a  tribal  government 
from  supplementing  any  funds  received  under  this  Act  with  funds 
received  nrom  any  other  source  including  the  Bureau  or  any  other 
Federal  agency. 

(g)  Allocation  of  Funds.— In  allocating  funds  appropriated 
pursuant  to  the  authorization  contained  in  subsection  (a)  among 
the  Bureau,  Office,  tribal  governments  and  Courts  of  Indian 
Offenses,  the  Secretary  shall  take  such  actions  as  may  be  necessary 
to  ensure  that  such  allocation  is  carried  out  in  a  manner  that 
is  fair  and  equitable  to  all  tribal  governments  and  is  proportionate 
to  base  support  funding  under  section  103  received  by  the  Bureau, 
Office,  tribal  governments,  and  Courts  of  Indian  Offenses. 

(h)  No  Offset. — No  Federal  agency  shall  offset  funds  made 
available  pursuant  to  this  Act  for  tribal  justice  systems  against 
other  funds  otherwise  available  for  use  in  connection  with  tribal 
justice  systems. 
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PREPARED  STATEMENT  OF  LEE  ARBETMAN,  NATIONAL  COORDINATOR, 
NATIONAL  LAW-RELATED  EDUCATION  PROGRAM 

I  am  Lee  Arbetman  of  the  National  Coordinated  Law-Related  Education  Program.  I  am 
submitting  this  testimony  on  behalf  of  Youth  for  Justice,  the  National  Coordinated  Law-Related 
Education  Program.  We  respectfully  request  the  Subcommittees  continued  appropriation 
support  for  the  fiscal  year  1907. 

LRE'Youth  for  Justice  is  committed  to  involving  young  people  in  each  state  directly  in 
identifying  and  implementing  solutions  to  this  nation's  epidemic  of  violence.  The  program's 
approach  is  to  teach  young  people  about  the  law  so  that  they  can  lead  their  lives  within  the 
law  In  the  last  decade  the  National  Program  has  reached  millions  of  at-risk  children  and 
trained  hundreds  of  thousands  of  teachers,  juvenile  justice  counselors  and  law  enforcement 
officials. 

Law-Related  Education,  despite  its  name,  has  nothing  whatsoever  to  do  with  legal  or 
pre-lcgal  training.  The  National  Coordinated  Law-Related  Education  Program  is  a  conflict 
resolution  methodology  and  curriculum  with  a  proven  record  of  success  in  juvenile  delinquency 
and  violence  prevention:  reaching  at-risk  children  and  juvenile  offenders  in  school  settings, 
halfway  houses,  detention  centers  and  in  both  urban  and  rural  environments.  Youth  for  Justice 
meets  its  goal*  by  developing  and  maintaining  strong,  viable  LRE  center^  in  each  stnto:  The 
National  Program  leverages  a  small  federal  investment  of  2.8  million  dollars,  seven  times  over 
in  privnte  sector  and  state  and  local  money  and  in  in-kind  support  from  the  criminal  justice  and 
juvenile  jusiicc  communities. 

The  program  has  two  components.  One  component.  PREVENTION,  operates  primarily 
in  elementary  and  secondary  schools.  When  you  visit  a  school  involved  in  this  program,  you 
arc  very  likely  to  see  a  teacher,  a  judge,  a  lawyer,  the  town's  police  chief,  a  law  student  or  a 
probation  officer  working  with  a  class  of  students.  In  some  of  the  best  Youth  for  Justice 
classrooms,  police  officers  co-teach  with  classroom  teachers  on  a  daily  basis. 

The  second  component  of  the  program  is  INTERVENTION.  The  State  of  Kentucky 
is  a  national  leader  in  adopting  law-related  education  for  use  as  an  intervention  program. 
Every  judicial  circuit  in  Kentucky  now  has  a  fully  operational  diversion  program.  Evaluation 
research  conducted  by  faculty  at  the  University  of  Northern  Kentucky  has  found  that  the 
recidivism  rate  for  youth  in  the  law-related  education  intervention  program  is  only  about  7% 
compared  to  about  20%  for  other  youth  who  receive  more  traditional  probation  services. 
Another  success  story  comes  from  Betty  Ackman's  mock  trial  program  at  the  Lorenzo  Benn 
Campus,  a  Youth  Dev  elopment  Center,  in  Atlanta.  Before  she  began  her  program,  this  campus 
had  not  sent  any  of  its  youngsters  to  college.  But  of  the  76  students  who  have  been  through 
her  mock  trial  program.  16  have  gone  on  to  college,  together  receiving  scholarships  totaling 
more  than  $50,000.  The  recidivism  rate  among  her  students  is  about  1 1  percent,  whereas  the 
normal  Youth  Development  Center  rate  is  75-80  percent. 

Mr.  Chairman,  thanks  to  the  continued  commitment  of  this  Subcommittee.  Youth  for 
Justice,  the  National  Coordinated  Law-Related  Education  Program  has  built  a  vital,  cost 
effective  program  serving  the  needs  of  youth  throughout  our  nation.    This  program: 

*■  Involves  young  people  in  every  state  in  identifying  and  implementing  solutions  to  the 

nation's  epidemic  of  violence: 

*■  Promotes  research  based  educational  programs  that  strive  for  safe,  disciplined  and  drug 

free  schools  and  communities: 

►  Teaches  young  people  acceptable  ways  to  resolve  conflict: 

*■  Fosters  constructive  attitudes  towards  authority  figures,  such  as  parents,  teachers  and 

police  officers: 
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»•  Provides  young  people  with  meaningful  opportunities  to  serve  their  communities: 

►  Promotes  understanding  of  and  reasoned  commitment  to  the  rule  of  law  along  with 
tolerance  tor  varied  points  of  view  in  a  free  and  diverse  society:  and 

►•  Helps  young  people  understand  the  democratic  process  and  develop  the  critical  thinking. 

decision-making,  and  problem  solving  skills  to  enable  their  full  participation  in  that 
process. 

Youth  for  Justice  is  committed  to  providing  leadership  in  the  national  effort  to  stop  the 
outrage  of  violence  committed  by  and  perpetrated  against  this  nation's  youth.  We  have  the 
capacity  to  involve  young  people  directly  in  helping  to  identify  and  implement  solutions.  With 
the  support  of  Congress.  Youth  for  Justice  is  refocusing  all  programs  to  reflect  the  nation's 
"rowing  concern  about  violence  committed  by  and  against  young  people  in  our  schools  and 
communities.  l.RI:  is  one  of  the  few  juvenile  delinquency  programs  with  a  proven  record  of 
reducing  delinquent  and  antisocial  behavior,  increasing  belief  in  the  rule  of  law  and  developing 
responsible  citizenship.    The  Law-Related  Education  program: 

►  Is  one  of  the  few  juvenile  delinquency  prevention  programs  with  a  pro\cn  record  of 
reducing  delinquent  and  antisocial  behavior,  increasing  belief  in  the  rule  of  law  and 
developing  responsible  citizenship. 

»•  hocuses  on  violence  prevention.    In  ll)%  thousands  of  young  people  have  gathered  with 

public  officials  in  nearly  every  state,  participating  in  Youth  Summits  designed  to  help 
develop  public  policy  to  help  prevent  violence  by  and  against  youth.  Across  the  entire 
country  this  spring  youth  from  both  school  and  juvenile  justice  settings  have 
participated  in  Youth  Summits.  During  this  second  season  of  summits,  thousands  of 
young  people  are  taking  a  close  look  at  the  problem  of  violence  by  and  against  youth. 
Youngsters  in  Wyoming's  Youth  Summit  actually  wrote  a  violence  prevention  bill, 
lobbied  the  governor  and  the  state  legislature  and  were  successful  in  having  the  bill 
passed  this  session  and  signed  by  the  governor.  As  a  result  of  this  bill,  teen  courts  are 
being  established  throughout  the  state. 

►  Is  an  extraordinarily  effective  prevention  program,  but  it  is  also  an  intervention  program 
-  Law-Related  Education  reaches  juvenile  offenders  in  school  settings  as  well  as 
halfway  houses,  detention  centers,  and  other  non-school  settings. 

►  Targets  at-risk  children  in  both  urban  and  suburban  and  rural  environments. 

►•  Is  one  of  the  most  effective  programs  in  mobilizing  volunteer  support  from  the  criminal 

justice  community,  including  law  enforcement  officers,  prosecutors  and  judges. 


THE  NATIONAL  LAW-RELATED  EDUCATION  PROGRAM 

The  National  Coordinated  Law-Related  Education  Program  is  comprised  of  five  not-for- 
profit  corporations,  each  of  which  is  recognized  nationally  and  internationally  as  a  leader  in 
the  field  of  law  and  civic  education:  The  American  Bar  Association's  Special  Committee  on 
Youth  Education  for  Citizenship:  the  Center  for  Civic  Education:  the  Constitutional  Rights 
Foundation:  the  National  Institute  for  Citizen  Education  in  the  Law;  and  the  Phi  Alpha  Delta 
Public  Service  Center.  By  combining  their  expertise  and  experience  as  teachers,  school 
administrators,  juvenile  justice  professionals,  attorneys  and  professors  these  five  organizations 
have  successfully  administered  a  nationwide  program  in  which  they  have: 

*•  Established  and  maintained  an  effective  network  of  delinquency   prevention  law  and 

citizenship  projects  in  all  fifty  states,  the  District  of  Columbia  and  Puerto  Rico,  so  that 
accurate  information  and  effective  materials  can  be  efficiently  distributed  and  widely 
used  without  costly  replication  of  research  and  development  efforts: 
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►  Provided  annual  funding  and  on-site  technical  assistance  to  the  state  projects  in  this 
network  so  that  federal  funding  effectively  leverages  public  and  private  funding 
appropriate  to  each  state: 

»•  Established  innovative  law  and  citizenship  programs  for  at-risk  youth  in  urban,  rural 

and  suburban  communities  and  Indian  reservations: 

►  Provided  several  hundred  thousand  hours  of  training  for  teachers,  law  enforcement 
personnel  and  other  professionals  who  work  with  young  people: 

►  Developed  and  field-tested  quality,  research  based  curricular  materials  for  children  - 
kindergarten  through  grade  twelve  -  in  public  and  private  schools,  juvenile  detention 
centers,  after-school  programs  and  court-related  diversion  programs: 

►•  Organized  special  initiatives  on  violence  prevention,  drug  prevention,  juvenile  justice 

and  urban  education,   publishing  materials  and  sponsoring  several  thousand  training 
events  nationwide: 

►  Mobilized  thousands  of  volunteers  with  expertise  in  law.  public  policy,  drug  and  alcohol 
abuse  prevention,  juvenile  justice  and  other  areas: 

►  Provided  leadership  and  organization  for  a  season  of  Youth  Summits  in  the  Spring  of 
l'Wr,  involving  youth  and  public  policy  makers  in  nearly  every  state  in  developing 
plans  to  solve  the  widespread  problem  of  conflict  and  violence  among  our  nation's 
youth. 

The  National  Coordinated  Law-Related  Education  Program  acknowledges  with  pride 
the  participation  of  dozens  of  organizations  and  thousands  of  individuals  in  the  education,  legal, 
law  enforcement,  judicial  and  juvenile  justice  organizations.  The  Program  has  had  assistance 
from  the  executive  branch  and  strong  bipartisan  support  in  Congress  for  the  outstanding 
delinquency  prevention  programs  and  materials  it  has  developed  and  implemented. 

In  addition,  it  is  a  particular  source  of  satisfaction  to  note  that  similar  partnerships  have 
been  developed  in  most  of  the  states  participating  in  this  network.  A  small  amount  of  federal 
support  has  provided  the  impetus  to  attract  funding  from  local  organizations,  agencies  and 
foundations  as  well  as  large  numbers  of  volunteer  hours.  One  important  goal  of  this  Program 
is  to  continue  to  provide  the  support  and  technical  assistance  necessary  to  enable  all  of  the 
states  to  build  their  own  public/private  partnership  networks,  effectively  leveraging  a  small 
amount  of  federal  assistance  to  build  strong,  well  funded  local  and  state  programs. 

EVALUATIONS  OF  LAW-RELATED  EDUCATION 

Last  year,  for  the  first  year  in  ten  years,  the  National  Coordinated  Law-Related 
Education  Program  did  not  receive  appropriations  support  in  the  Conference  Report  to 
accompany  the  Commerce.  Justice.  State  Appropriation  —  although  we  did  receive  support  in 
the  Senate  Report.  The  reason,  we  believe,  lies  in  a  report  by  the  House  Appropriations 
Committees  investigative  staff.  While  we  have  not  seen  the  report,  we  understand  that  the 
report  raises  questions  about  the  National  Coordinated  Law-Related  Education  Program. 
Needless  to  say.  this  news  has  been  devastating  for  the  staff  of  the  National  Program  as  well 
as  for  the  thousands  of  dedicated  teachers,  juvenile  justice  counselors  and  law  enforcement 
officials  who  are  program  volunteers. 

During  1995.  in  response  to  the  Investigations  Staff  report,  the  Inspector  General's 
office  in  the  Department  of  Justice  undertook  an  exhaustive  and  detailed  audit  and  evaluation 
of  each  of  I.RE's  five  constituent  programs.  Their  report  will  be  available  in  a  few  weeks  but 
all  of  the  programs  have  been  advised  by  the  Inspector  General  that  their  report  will  be 
favorable  and  will  find  that  the  National  Coordinated  Law-Related  Education  Program  is 
financially  and  operationally  sound.    In  addition,  all  of  the  evaluations  of  the  efficacy  of  Law- 
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Related  Education  over  the  period  1980  through  1994.  some  of"  them  involving  hundreds  of 
hours  of  research  and  hundreds  of  thousands  of  dollars  of  effort,  have  found  that  Law-Related 
Education,  when  properly  implemented,  is  a  uniquely  effective  program  for  preventing  and 
treating  a  variety  of  delinquent  behaviors.  In  short,  the  National  Coordinated  Law-Related 
lidueation  Program  is  fiscally  sound,  operationally  sound  and.  on  the  merits,  is  one  of  the  few 
programs  proven  to  work  in  preventing  and  treating  juvenile  delinquency. 

In  particular,  a  four-year  national  quantitative  evaluation  of  Law-Related  Education  was 
carried  out  in  32  schools  in  six  different  states  from  1980-1984.  Conducted  by  the  Center  for 
Action  Research  and  the  Social  Science  Education  Consortium  of  Boulder.  Colorado,  the 
evaluation  found  that: 

»■  Law-Related  Education,  when  implemented  properly,  reduces  those  factors  associated 

with  delinquent  behavior: 

►  1  aw -Related  Education,  more  than  any  other  subject,  fostered  a  belief  in  students  that 

laws  arc  legitimate  and  should  be  obeyed:  and 

»■  Some  of  the  positive  effects  of  Law-Related  Education  included  reduction  of  school 

infractions,  decrease  in  the  use  of  alcohol  and  other  drugs,  and  a  decrease  in  other 
delinquent  behaviors. 

The  Office  of  Juvenile  Justice  and  Delinquency  Prevention  has  noted  that  evaluations 
of  Law-Related  Education  Program  have  been  "encouraging. ..confirming  the  previous  findings 
that  such  education  serves  as  a  significant  deterrent  to  delinquent  behavior".  Eighth  Analysis 
and  Evaluation  of  Federal  Juvenile  Delinquency  Programs.  U.S.  Department  of  Justice.  OJJDP. 

p.  60  (1985). 

The  Twelfth  Analysis  and  Evaluation  of  Federal  Juvenile  Delinquency  Programs 
published  in  1988  similarly  states.  "[A]  national  study  suggests  that  Law-Related  Education. 
when  properly  implemented,  can  reduce  the  tendency  to  engage  in  delinquent  behavior". 

Dr.  Timothy  Buzzcll  of  Drake  University  in  Des  Moines.  Iowa,  in  1992  published  a 
study  of  one  of  the  first  Law -Related  Education  Programs  in  a  juvenile  justice  setting.  He 
found  over  the  six  year  period  of  the  study  that  a  Law-Related  Education  Program  implemented 
at  the  state  training  school  for  boys  positively  influenced  risk  factors  commonly  correlated  with 
delinquent  behavior. 

A  1993  study  of  a  Law-Related  Education  diversion  alternative  in  Kentucky's 
Designated  Court  Worker  Program  showed  both  improved  perceptions  of  the  police  and  a  low 
recidivism  rate  (10V4%  after  one  year). 

Of  course,  even  if  these  conclusions  are  accepted,  and  even  if  it  is  recognized  that  the 
National  Program  has  a  unique  and  remarkable  record  of  achievement,  Law-Related  Education 
must  still  justify  appropriations  support.  In  other  words,  why  should  this  subcommittee  support 
an  appropriation  for  the  National  Coordinated  Law-Related  Education  Program? 

First,  without  congressional  support  it  is  now  clear  that  Law-Related  Education 
will  be  crippled  and  perhaps  die.  OJJDP  has  indicated  that  it  will  slash  LRE 
funding  for  FY  96  by  approximately  35  percent  with  deeper  cuts  in  store  for  FY 
97  and  98.  OJJDP  recognizes  Law-Related  Education's  value  but  each  new 
Administration  understandably  develops  its  own  signature  programs  and  in  an 
era  of  limited  funding,  even  established  programs  which  are  tested  and  proven 
can  suffer. 

Second,  it  is  also  clear,  as  we  have  discussed,  that  LRE  works  and  that  it  is  one 
of  the  few  programs  proven  to  do  so. 
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Third,  the  federal  government  and.  in  particular,  the  Congress,  has  made  a 
substantial  investment  over  more  than  a  decade  in  the  creation  of  a  National 
Coordinated  Law-Related  Education  network  and  infrastructure  including 
coordinating  organizations  in  every  state.  This  infrastructure  will  be 
undermined. 

•  Fourth,  only  a  national  program  will  undertake  national  initiatives  that  benefit 

the  entire  country,  such  as  national  training;  national  technical  assistance:  state 
financial  assistance:  new  program  and  curriculum  development  such  as  Law- 
Related  Education's  highly  successful  and  acclaimed  Youth  Summits:  and  the 
replication  of  successful  state  programs  and  the  avoidance  of  unsuccessful  pilot 
programs.  Across  the  entire  country  this  spring  youth  from  both  school  and 
juvenile  justice  settings  have  participated  in  Youth  Summits.  During  this  second 
season  of  summits,  thousands  of  young  people  are  taking  a  close  look  at  the 
problem  of  violence  by  and  against  youth.  Youngsters  in  Wyoming's  Youth 
Summit  actually  wrote  a  violence  prevention  bill,  lobbied  the  governor  and  the 
stale  legislature  and  were  successful  in  having  the  bill  passed  this  session  and 
signed  by  the  governor.  As  a  result  of  this  bill,  teen  courts  arc  being  established 
throughout  the  state. 

fifth,  federal  money  is  seed  money  used  to  sustain  a  national  program  which 
raises  approximately  seven  times  the  federal  support  through  state  legislative 
support,  private  donations  and  in-kind  support. 

In  conclusion.  Mr.  Chairman,  this  is  a  difficult  time.  There  are  enormous  challenges 
facing  the  juvenile  justice  community  and  the  Congress  as  all  of  us  continue  to  wTestle  with 
frequent,  persistent  and  increasingly  violent  juvenile  crime.  It  is  a  time  to  reassess  and 
reevaluate.  We  would  submit,  however,  that  it  is  not  a  time  to  allow  a  multi-million  dollar 
investment  —  which  has  been  proven  to  work  to  reduce  juvenile  delinquency  and  which  in 
recent  years  has  developed  new  and  effective  initiatives  for  youth  violence,  drugs  and 
delinquency  --  to  perish. 

We  thank  you.  Mr.  Chairman  and  the  members  of  your  subcommittee,  for  your  support 
over  all  these  many  years  and  we  ask  for  your  continued  support. 

PREPARED  STATEMENT  OF  DR.  VINOD  SAHNEY,  SENIOR  VICE  PRESIDENT, 
PLANNING  AND  STRATEGIC  DEVELOPMENT,  HENRY  FORD  HEALTH 
SYSTEM 

Mr.  Chairman  and  Members  of  the  Subcommittee,  1  am  Dr.  Vinod 

Sahney,  Senior  Vice  President,  Planning  &  Strategic  Development  at  the 

Henry  Ford  Health  System  (HFHS)  based  in  Detroit,  Michigan.   Thank  you 

for  the  opportunity  to  submit  this  statement  for  the  record  regarding  the  status 

of  our  "Reducing  Youth  Violence  through  School-Based  Initiatives"  program. 

My  testimony  today  will  include:   a  description  of  the  extent  of  physical  and 

emotional  trauma  associated  with  acts  of  violence  in  Detroit;  how  we  have 

used  this  past  year's  period  of  discovery  to  plan  for  a  comprehensive  program 

to  prevent  this  trauma  in  approximately  10,000  children  and  adolescents;  a 


description  of  Henry  Ford  Health  System's  capacity  to  deal  with  violence;  and 
our  plans  for  the  future. 

I  would  also  like  to  take  this  opportunity  to  thank  the  Subcommittee  for 
the  support  of  $58,000  both  in  FY  1995  and  1996  that  allowed  us  to  go 
forward  with  our  objective  of  reducing  violence  among  school-aged  children  in 
Detroit.    With  these  start-up  funds  which  have  been  matched  by  an  additional  $58,000  from 
the  State  of  Michigan  Department  of  Human  Services,  and  with  funds  raised  by  Henry  Ford, 
we  have  been  given  a  chance  to  provide  a  continuum  of  services  beyond  mere  trauma 
treatment  to  the  large  population  of  youth  surrounding  Henry  Ford  Hospital.    I  would  like  to 
add  that  our  efforts  have  been  supported  by  grants  from  the  Kellogg  Foundation. 

The  Henry  Ford  Health  System  is  requesting  a  total  of  $1.3  million  in  a  federal 
partnership  through  the  Office  of  Juvenile  Justice  and  Delinquency  Prevention  (OJJDP)  of  the 
Department  of  Justice  to  implement  this  multi-year  initiative.   The  federal  partnership  to  be 
appropriated  through  the  Commerce,  Justice,  and  State,  the  Judiciary  and  Related  Agencies 
Subcommittee,  will  enable  us  to  expand  our  successful  "Reducing  Youth  Violence  through 
School-Based  Initiatives"  program  while  developing  at  the  same  time  a  more  comprehensive 
approach  to  violence  reduction  for  families  and  community  groups. 

The  Problem 

Michigan's  homicide  rate  has  exceeded  the  national  rate  (with  the  exception  of  1992) 
over  the  last  two  decades.  In  1994,  homicide  was  the  second  leading  cause  of  death  overall 
in  Michigan  for  individuals  ages  15  through  34  years,  and  was  the  leading  cause  of  death  for 
African  American  males  ages  15-34,  and  African  American  females  ages  25-34.  The 
homicide  rate  for  African  American  males  ages  15-24  in  Michigan  increased  by  more  than 
100  percent  from  1980  to  1994.    Further,  in  Detroit,  the  pediatric  homicide  rates  jumped 
252%  during  the  1980s.    Since  then  homicide  has  been  the  leading  cause  of  death  for 
African-American  boys  aged  five  years  and  older.   Each  year  this  decade  there  have  been 
500  -  600  murders  in  the  City  of  Detroit.   This  is  approximately  three-quarters  of  the  total 
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number  of  murders  in  the  State  of  Michigan  with  Detroit  comprising  roughly  a  tenth  of  the 
State's  population. 

The  highest  homicide  rates  in  the  city  have  been  and  continue  to  be  in  the  area 
surrounding  Henry  Ford  Hospital,  the  target  area  of  our  proposed  program.   In  these 
neighborhoods,  there  are  between  3,000  and  4,000  violent  crimes  per  100,000  persons.   We 
treat  more  than  4,000  violence  related  cases  each  year  at  Henry  Ford  Hospital,  and  because  a 
patient's  average  length  of  stay  in  the  hospital  is  a  full  two  days  longer  for  violent  than  non- 
violent reasons,  we  staff  the  equivalent  of  a  25  bed  unit  each  year  as  a  result  of  violence. 

The  proliferation  of  guns  has  fueled  an  epidemic  of  violence,  with  youth  prominently 
featured  as  both  victims  and  aggressors.   The  rate  of  assaults  with  guns  tripled  in  Detroit 
between  1981  and  1991.   Sixty  percent  of  homicides  in  the  city  were  committed  with  hand 
guns  in  1991. 

Violent  crime  and  residential  blight  continues  to  plague  Detroit.   Serious  problems 
persist  in  the  City's  school  system  which  produces  more  drop-outs  than  graduates.    Budget 
shortages  have  diminished  the  city's  recreational  facilities,  resulting  in  eight  community 
centers  closed  since  1991,  and  the  elimination  of  youth  sports  clinics  on  city  playgrounds. 
These  challenges  are  a  reflection  of  what  has  happened  in  varying  degrees  in  cities 
throughout  the  country.   Violent  and  abusive  behavior  exacts  a  large  toll  on  the  physical  and 
mental  health  of  Americans,  Michiganders  and  Detroiters.    Victims  of  child  abuse,  spouse 
abuse,  and  other  forms  of  intra-familial  violence  continue  to  fill  hospital  emergency  rooms 
and  threaten  the  health  of  thousands  of  American  families. 

Given  these  statistics  and  the  fact  that  poverty,  lifestyle  behaviors  and  history  of 
previous  abuse  or  violence  are  among  the  factors  associated  with  increased  risk  of  becoming 
a  victim  or  perpetrator  of  homicide,  it  is  increasingly  clear  that  as  key  members  of  our 
community,  we  must  help  develop  a  concerted  and  coordinated  public  health  campaign  which 
will  address  these  primarily  urban  issues  and  work  to  keep  families  together.   Through  a 


broad-based  educational  approach,  we  can  move  our  community  forward  to  reduce  violence 
among  children  and  adolescents  by  teaching  respect  and  concern  for  others  and  proven 
violence  prevention  skills  such  as  conflict  resolution.   Successful  preventive  care  for  all  our 
communities,  including  our  inner  city  at  risk  populations,  is  a  major  goal  of  HFHS.   There 
are  still  too  many  inner-city  residents  with  limited  access  to  care  and  seeking  care  in 
inappropriate  environments  such  as  emergency  rooms.   The  Henry  Ford  community  based 
integrated  model  seeks  to  break  this  pattern  and  act  as  an  effective  participant  in  the  fight  for 
healthier  communities. 

The  Henry  Fprd  Health  System  Approach  (9  Reducing  Violence  in  Qur  Communities 

The  credentials  of  the  Henry  Ford  Health  System  are  considerable  in  terms  of 
community  outreach  and  the  assessment  of  community  needs,  and  we  have  a  growing 
understanding  of  the  need  to  deal  with  risk  factors  linked  to  violent  behavior  throughout 
Detroit.   Our  physicians  and  nurses  have  a  special  concern  for  these  individuals  because  too 
often  we  see  them  in  our  Emergency  Rooms  and  acute  trauma  centers.    More  years  of  life 
are  lost  due  to  violence  than  any  other  cause,  and  the  cost  of  treating  the  consequences  of 
violence  is  enormous.    Henry  Ford's  rare  affiliation  connecting  a  regional  trauma  center  at 
Henry  Ford  Hospital  with  our  own  HMO  provides  unique  opportunities  to  study,  identify, 
and  prevent  major  and  subtle  injuries  caused  by  violence. 

We  have  counseled  children  from  chemically  dependent  homes  at  our  Maplegrove 
summer  camps  about  the  dangers  of  chemical  abuse  and  how  to  break  the  cycle  within  their 
families.    We  have  counseled  parents  on  appropriate  parenting  techniques  that  mediate 
delinquent  behavior  in  their  teenage  children,  taught  school  teachers  how  to  intervene  when 
students  are  close  to  violence,  provided  job  training  and  mentoring  to  high  school  age  Detroit 
youth,  provided  skills  building  in  conflict  resolution  and  anger  management,  and  many  other 
proven  interventions  that  mediate  violent  behavior  in  society. 

The  Henry  Ford  Health  System  has  undertaken  a  number  of  specific  activities  in 
recent  years  geared  to  adolescent  violence  reduction.   These  examples  include: 
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A  school  principal  from  one  of  the  most  violent  schools  in  the  country  located 
in  Brooklyn,  New  York,  was  brought  by  HFHS  Kingswood  Hospital  to  Detroit 
to  speak  to  200  educators  about  children  and  violence.    Activity  books  targeted 
at  the  6th  grade  level  have  been  purchased  to  teach  conflict  resolution  skills. 
Over  3,000  books  have  been  distributed  to  local  schools  and  a  conflict 
resolution  curriculum  has  been  developed. 

HFHS  sponsors  a  2-week  annual  day  camp  session  for  kids  from  chemically 
dependent  homes.   Two  sessions  are  held  each  summer  which  is  designed  to 
help  60  children  learn  to  cope  with  the  problem  of  living  with  parents  who  are 
chemically  dependent. 

The  HFHS  Hutchins  Middle  School  model  health  center  has  convened  a 
"Million  Man  Round  Table"  of  mentors  for  90  seventh  grade  African 
American  boys.   The  men  of  the  group  are  mostly  fathers  of  students  at 
Hutchins,  but  also  include  community  non-parents  and  Hutchins  teachers. 
They  are  helping  to  implement  after  school  programs  in  nonviolent  conflict 
resolution,  substance  abuse  prevention,  and  self  esteem  improvement.   The 
group  of  90  seventh  graders  have  called  themselves  the  Hutchins  Seventh 
Grade  Crime  Prevention  Group  and  they  are  working  with  their  mentors 
toward  breaking  the  cycle  of  community  violence. 

Youth  field  trips,  such  as  one  co-sponsored  by  HFHS  to  Washington  DC  this 
winter  to  retrace  the  route  of  the  Million  Man  March,  provide  opportunities  to 
form  bonds  of  purpose,  to  be  educated  in  aspects  of  crime  prevention,  and  to 
broaden  perspectives. 

An  "overnight"  held  for  all  the  boys  at  Hutchins  Middle  School  involving  170 
boys,  chaperoned  and  mentored  for  the  evening  by  physicians  and  professional 
staff  from  the  Henry  Ford  Health  System  and  other  community  men,  address 
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issues  of  identity  and  goal  setting.   There  were  discussions  about  medicine, 
public  health,  prevention,  hygiene,  drug  use,  African  American  maleness,  hard 
work  and  growing  up  fast.    Most  of  the  children  participating  need  to  grow  up 
a  little  faster  than  do  other  boys,  and  must  learn  what  it  means  to  become  a 
responsible  adult  in  order  to  protect  themselves  and  their  families,  and  to  work 
to  make  their  living  environments  less  violent  now  and  in  the  future. 

HFHS  also  reaches  children  at  risk  through  its  role  as  health  care  provider,  including 
a  large  Medicaid  population  from  Detroit.    In  order  to  decrease  repeated  victimization  and 
perpetration,  appropriate  training  of  physicians  and  other  care  givers  in  violence 
identification  and  intervention  is  another  potential  strength  we  are  prepared  to  develop. 

Reducing  Youth  Violence  Through  School-Based  Initiatives: 

Our  initial  program,  Reducing  Youth  Violence  Through  School-Based  Initiatives,  is 
supported  by  our  on-going  outreach  through  our  Center  for  Integrated  Urban  Health.   This 
program  was  started  in  1995  and  is  a  component  of  our  demonstration  laboratory  for 
community-based  clinical  practice,  innovation,  and  applied  policy  in  urban  settings.    Placing 
health  centers  at  10  elementary  schools,  2  middle  schools  and  1  high  school  in  Detroit  is  the 
foundation  for  our  violence  prevention  demonstration.   The  school-based  health  centers 
provide  basic  health  care  such  as  immunizations,  nutritional  counseling,  and  health  education. 
Two  school-based  health  centers  have  opened  this  month  as  a  result  of  funding  received  from 
several  sources  to  support  this  program. 

Reducing  Youth  Violence  Through  School-Based  Initiatives  serves  this  number  and 
mix  of  institutions  in  Detroit.  The  program  is  establishing  and  evaluating  a  methodology 
whose  underlying  objective  is  the  reduction  of  violence  among  these  children.    At  full 
implementation,  the  program  will  assess  the  needs  of  the  targeted  populations  of  youth; 
identify  individuals  at  high  risk;  assess  the  resources  available  in  the  community  to  deal  with 
those  needs;  coordinate  community  resources  to  create  comprehensive  programs;  and 
evaluate  the  efficacy  of  component  programs  as  well  as  the  initiatives  as  a  whole.         This 
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assessment  function  is  very  important  in  a  city  like  Detroit  which  is  facing  the  challenges  of 
radically  changing  demographics  along  with  increases  in  the  problems  associated  with  urban 
blight.    For  example,  clinical  professionals  in  the  Division  of  Pediatric  Medicine  at  HFHS 
have  devoted  considerable  time  to  examining  the  trends  in  pediatric  homicide  rates  within  the 
Detroit/Wayne  County  area,  as  a  prototype  of  other  metropolitan  regions.   The  study 
concluded  that  homicides  explain  a  rapidly  growing  proportion  of  the  total  pediatric  mortality 
rate  and  that  guns,  in  particular,  are  involved  in  a  disproportionately  large  number  of 
homicide  deaths.    Henry  Ford  Health  System's  specialized  knowledge  and  experience  in  this 
realm  makes  us  particularly  suited  to  the  task  of  assessment  of  community  needs. 

Commitment  to  a  Comprehensive  Approach  to  Violence  Prevention: 

The  Henry  Ford  Health  System  is  committed  to  pursuing  a  broad  vision  in 
implementing  a  comprehensive  violence  prevention  initiative  which  would  focus  on  children, 
families,  adults  within  the  wider  community.   We  will  begin  by  examining  our  protocols  for 
health  care  providers  in  dealing  with  issues  of  Child  Abuse,  Child  Sexual  assault,  Adolescent 
Violence,  Substance  Abuse,  Rape,  Domestic  Violence,  Elder  Abuse,  and  Injury  Prevention. 
Our  plan  involves  training  of  staff  in  the  identification  of  at-risk  individuals  for  both 
perpetration  and  victimization  and  the  ability  to  refer  these  individuals  to  effective  programs 
for  counsel.    Utilizing  local  and  national  resources,  experts,  and  literature,  these  protocols 
would  be  updated  and  formed  into  a  curriculum  for  all  primary  care  providers.    Various 
seminars  would  be  designed  and  made  portable  for  use  in  other  institutions. 

Prevention  is  a  long  term  and  activist  investment  that  emphasizes  education  and 
recruitment  of  society's  youngest  members  who  are  best  candidates  for  prevention  efforts. 
The  HFHS  Reducing  Youth  Violence  Through  School-based  initiatives  is  a  comprehensive 
model  of  programs  founded  and  oriented  specifically  to  the  S.E.  Michigan  community.   Our 
larger  vision  will  focus  on  principles  learned  through  this  model  as  we  broaden  the  scope  of 
our  violence  prevention  initiative.  These  principles  are: 

•         documenting  the  scope  of  the  problem; 


•  identifying  the  physical  and  psycho-social  predictors  for  the  perpetration  or 
victimization  of  violence; 

•  formalizing  the  ability  to  identify  at-risk  individuals  in  a  health  care  or  school 
setting  for  the  perpetration  or  victimization  of  violence; 

•  training  staff  in  techniques  of  non-violent  conflict  resolution; 

•  building  in-house  ability  to  counsel  at-risk  clients  and  provide  effective  referral 
resources; 

•  developing  expertise  in  prevention  models  and  strategies  for  early  and  effective 
implementation; 

•  publishing  an  in-house  resource  guide  for  referrals; 

•  involving  families  and  community  in  the  prevention/treatment  process. 

In  the  next  phases  of  this  project,  and  with  the  continued  support  of  the  Office  of 
Juvenile  Justice  and  Delinquency  Prevention  (OJJDP),  HFHS  will  be  able  to  expand  the 
implementation  of  its  highly  successful  school-based  clinics  while  reaching  out  to  the  broader 
population  of  Detroit.    First,  we  hope  to  broaden  the  scope  of  the  school  based  health 
initiative's  violence  prevention  programming  into  other  areas  of  Detroit  where  there  is  a 
System  facility,  and  then  into  all  of  Detroit  and  our  entire  System  service  area  in  Michigan. 
Ultimately,  we  would  hope  to  be  able  to  transfer  the  lessons  learned  through  this  pilot 
initiative  beyond  the  State  of  Michigan. 

In  summary,  we  hope  to  pursue  some  of  the  following  goals  and  objectives  in  the  next 
phases  of  implementation  of  this  pilot  program: 

•  Provider  Protocols  for  early  identification  and  intervention  for  domestic 
violence,  child  sexual  assaults,  gang  involvement,  elder  abuse,  crimes  against 
women,  crimes  against  seniors,  risk  taking  behaviors,  and  so  on; 

•  Creation  and  implementation  of  a  Formal  Comprehensive  Violence  Prevention 
Curriculum  including  the  above  mentioned  protocols; 
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•  Standardizing  the  curriculum  for  dissemination  as  a  national  model; 

•  A  System  and  Community  Guide  for  violence  related  resources; 

•  Injury  prevention  programs  for  school,  church,  and  other  community  groups 
addressing  gun  ownership  and  safety,  trigger  lock  programs,  and  other  safety 
issues; 

•  Violence  prevention  programming  for  school,  church  and  other  community 
groups  on  topics  such  as  skills  building  and  anger  management,  gang 
reduction,  conflict  resolution,  job  readiness,  rites  of  passage  programs  for  boys 
and  girls; 

•  Population  based  study  of  violence  risk  factors  and  tailored  intervention 
programs  oriented  to  specific  community  needs; 

•  Delineation  of  the  problem  of  Trauma  recidivism,  identification  of  true  risk 
factors  and  demographics;  development  of  interventions  for  prevention  of 
repeat  injury  and  mortality; 

•  Development  of  multimedia  library  of  resources  using  innovative  technologies 
to  improve  existing  presentation  formats  including:  dynamic  audiovisual 
presentation,  interactive  multimedia  learning  tools,  internet  links  to 
international  community  of  children. 

Henry  Ford  Health  System  -  Experience  and  Vision 

Henry  Ford  Health  System  is  a  non-profit  organization  that  includes  virtually  the 
entire  continuum  of  health  care  services.    Founded  in  1915  as  Henry  Ford  Hospital,  we  are 
now  one  of  the  largest  integrated  health  systems  in  the  world:   a  network  of  primary  and 
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tertiary  health  care  providers,  offering  diagnosis,  treatment,  disease  prevention  and  health 
promotion,  research,  education,  medical  equipment,  long-term  care,  home  care,  and  health 
care  financing. 

HFHS  patients  receive  care  from  both  the  Henry  Ford  Medical  Group,  comprised  of 
1.000  salaried  physicians,  as  well  as  1,700  private  practice  physicians  connected  to  HFHS 
through  network  arrangements  with  our  wholly-owned  HMO,  Health  Alliance  Plan  of 
Michigan  with  500,000  enrolled  members.    HFHS  serves  enrolled  and  fee-for-service 
Medicaid  and  Medicare  patients,  and  owns  and  operates  over  70  ambulatory  centers 
throughout  Southeast  Michigan,  as  well  as  a  903-bed  urban  tertiary  hospital,  with  research 
and  teaching  as  missions.   In  1995,  the  Henry  Ford  Health  System's  level  of  uncompensated 
care  totaled  $46.8  million. 

Health  research  capacity  is  another  strength  we  bring  to  the  violence  related  health 
issues.    Of  the  2,000  organizations  nationally  receiving  funding  from  NIH,  we  rank  120th, 
and  among  independent  hospitals,  we  rank  number  13.   Our  active  research  programs  range 
from  molecular  biology  to  population-based  studies  and  delivery  system  performance 
measures.    Our  research  initiatives  are  also  intended  to  answer  questions  for  the  community 
in  which  we  live,  including  studies  on  how  to  improve  the  health  status  of  African- 
Americans.    Health  care-based  interventions  for  violent  behavior  and  victimization  can  most 
effectively  be  addressed  in  multidisciplinary  organizations  willing  to  involve  the  community 
and  community  organizations,  other  hospitals,  schools  and  universities,  religious  institutions, 
public  health,  with  our  own  social  work,  behaviorists,  primary  care  physicians,  emergency 
department  physicians  and  trauma  surgeons. 

The  Henry  Ford  Health  System  has  approximately  850  physicians-in-training  in  the 
System  at  any  given  time;  and,  in  1992,  HFHS  launched  a  major  education  initiative  with 
Case  Western  Reserve  University  and  the  Robert  Wood  Johnson  Foundation  to  train 
generalist  physicians.    In  addition  to  the  urban  tertiary  care  hospital,  HFHS  includes  four 
community  hospitals,  a  psychiatric  hospital  and  four  hospitals  its  manages  in  the  tri-county 
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area,  including  an  inner-city  hospital,  under  joint  venture  arrangements.    Our  academic 
affiliation  and  commitment  guarantees  continued  development  of  unique  and  ever  improving 
programs  to  treat  the  results  of  violent  acts  and  to  provide  counseling  and  interventions  as 
appropriate. 

Conclusion 

Mr.  Chairman,  the  Henry  Ford  Health  System  Reducing  Youth  Violence  program  has 
made  important  strides  toward  establishing  a  far-reaching  and  extremely  effective  program. 
The  initial  planning  and  development  grant  received  from  the  Office  of  Juvenile  Justice  and 
Delinquency  Prevention  (OJJDP)  helped  to  support  planning  efforts  for  our  successful  school- 
based  clinics.    Our  initial  program  has  received  recognition  as  a  unique  demonstration  of 
transferring  professional  medical  knowledge  of  juvenile  crime  and  at-risk  youth  problems  and 
treatments  to  school  systems  in  need.    Our  continued  goal  is  to  train  needed 
"paraprofessionals"  and  move  public  schools  toward  independence  in  the  running  of  special 
programs  until  gang  and  other  crime-related  violence  abates.    Continued  funding  will  also 
allow  us  the  opportunity  to  take  the  next  critically  important  steps  in  broadening  our  violence 
reduction  initiative  System-wide  through  outreach  to  the  wider  community. 

The  federal  partnership  which  we  are  requesting  through  the  Office  of  Juvenile  Justice 
and  Delinquency  Prevention  (OJJDP)  is  in  the  amount  of  $1.3  million,  and  will  be  obligated 
over  a  multi-year  period  as  the  complete  program  is  implemented.     At  the  same  time,  we 
will  continue  to  pursue  an  active  partnership  with  the  State  of  Michigan  Department  of 
Human  Services,  and  dedicate  our  own  institutional  resources  to  this  effort. 

We  firmly  believe  that  a  federal  investment  in  our  comprehensive  approach  to 
violence  reduction  will  yield  substantial  and  innovative  solutions  to  the  problem  of  violence 
in  the  cities  of  the  United  States.    Again,  I  would  like  to  thank  you  and  the  Subcommittee  for 
your  attention  and  support  of  this  important  program. 


PREPARED  STATEMENT  OF  GERALD  P.  LYNCH,  ESQ.,  EXECUTIVE  DIREC- 
TOR, MIDDLE  ATLANTIC-GREAT  LAKES  ORGANIZED  CRIME  LAW  EN- 
FORCEMENT NETWORK  ON  BEHALF  OF  THE  REGIONAL  INFORMATION 
SHARING  SYSTEMS  PROGRAM 

The  Regional  Information  Sharing  Systems  (RISS)  Program  respectfully  requests  that 
Congress  appropriate  for  Fiscal  Year  1997,  $25  million  as  a  line  item,  without  matching  funds,  to 
continue  their  support  in  combating  drug  trafficking  and  organized  crime. 

These  funds  will  enable  RISS  to  continue  its  support  in  identifying,  targeting,  and 
removing  criminal  conspiracies  and  activities  spanning  jurisdictional  boundaries  that  involve  drug 
trafficking,  organized  criminal  activity,  and  white  collar  crime.  This  will  allow  RISS  to  continue 
assisting  4,600  federal,  state,  and  local  criminal  justice  agencies  across  the  nation  comprising  over 
300,000  sworn  law  enforcement  personnel.  "[F]ederal  assistance  is  essential  to  support  the 
effective  exchange  of  high  quality  criminal  justice  record  information  among  federal,  state,  and 
local  justice  agencies  and,  therefore,  to  effectively  assist  justice  agencies  in  investigating, 
prosecuting,  and  adjudicating  offenders."1 

The  Office  of  Justice  Programs  (OJP)  Regional  Information  Sharing  Systems  (RISS) 
Program  is  a  federally  funded  program  supporting  law  enforcement  efforts  in  combating  drug 
trafficking,  organized  criminal  activity,  and  white  collar  crime.  Six  regional  projects  provide 
criminal  information  exchange  and  other  related  operational  support  services  to  local,  state,  and 
federal  law  enforcement  agencies  located  in  all  fifty  states.  These  projects  are: 

1 .  The  Middle  Atlantic-Great  Lakes  Organized  Crime  Law  Enforcement  Network 
(MAGLOCLEN):  Delaware,  District  of  Columbia,  Indiana,  Maryland, 
Michigan,  Pennsylvania,  Ohio,  New  Jersey  and  New  York,  as  well  as  Canada 

2.  Mid-States  Organized  Crime  Information  Center  (MOCIC):  Illinois,  Iowa, 
Kansas,  Minnesota,  Missouri,  Nebraska,  North  Dakota,  South  Dakota  and 
Wisconsin,  as  well  as  Canada. 

3.  New  England  State  Police  Information  Network  (NESPIN):  Connecticut, 
Maine.  Massachusetts,  New  Hampshire,  Rhode  Island  and  Vermont,  as  well  as 
Canada. 

4.  Regional  Organized  Crime  Information  Center  (ROCIC):  Alabama,  Arkansas, 
Florida,  Georgia,  Kentucky,  Louisiana,  Mississippi,  North  Carolina,  Oklahoma, 
South  Carolina,  Tennessee,  Texas,  Virginia  and  West  Virginia. 

5.  Rocky  Mountain  Information  Network  (RMTN):  Arizona,  Colorado,  Idaho, 
Montana,  Nevada,  New  Mexico,  Utah  and  Wyoming,  as  well  as  Canada. 

6  Western  States  Information  Network  (WSIN):  Alaska,  California,  Hawaii, 
Oregon  and  Washington,  as  well  its  Canada. 

The  RISS  projects  are  filling  law  enforcement's  need  for  rapid,  but  controlled  sharing  of 
information  and  intelligence  pertaining  to  known  or  suspected  drug  traffickers  and  criminals. 
Former  President  George  Bush  has  stated,  "We  must  begin  the  war  on  drugs  by  ensuring  that  all 
federal,  state,  and  local  information  on  the  drug  production  and  trafficking  problem  is  shared 
appropriately  "7  Former  Attorney  General  Dick  Thornburgh  has  stated,  "Increased  cooperation 
among  all  agencies  of  law  enforcement  —  federal,  state,  and  local  —  has  consistently  proven  to 


'  "Letter  to  New  Attorney  General  Discusses  Partnership  and  Priorities."  Interface:  The  Justice  Newsletter  of  SEARCH. 

3. 

2  National  Drug  Control  Strategy,  September  1989. 
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be  the  best  answer  to  stopping  violent  crime."3  The  continuous  rise  of  drug  trafficking,  violent 
crime  and  endless  emergence  of  organized  crime  groups  across  the  nation  requires  a  concerted 
effort  by  law  enforcement  at  the  federal,  state,  and  local  level.  The  former  President  has  further 
stated,  "The  war  on  drugs  cannot  be  fought  —  much  less  won  —  without  good  intelligence."4 

Congress  funded  the  RISS  program  to  address  this  need  as  evidenced  by  its  most  recent 
authorization  in  the  Anti-Drug  Abuse  Act  of  1988.  The  success  of  RISS  has  been  acknowledged 
and  vigorously  endorsed  by  the  International  Association  of  Chiefs  of  Police  (IACP).  "The 
projects  have  both  small  and  large  successes,  but  the  impact  on  criminals  apprehended  by  means 
of  RISS  resources  has  been  devastating."5 

Other  national  law  enforcement  groups  such  as  the  National  Sheriffs  Association  (NSA) 
and  the  National  Fraternal  Order  of  Police  (NFOP),  have  seen  the  value  of  this  congressional 
program  to  law  enforcement  nationally  and  have  worked  with  the  National  Association  of 
Attorneys  General  (NAAG),  the  National  District  Attorneys  Association  (NDAA),  and  the 
National  Criminal  Justice  Association  (NCJA)  to  further  strengthen  the  awareness  of  RISS.  In 
fact,  at  their  1993  Spring  meeting,  the  National  Association  of  Attorneys  General  passed  a 
resolution  calling  for  full  funding  for  RISS  and  increased  funding  for  the  Bureau  of  Justice 
Assistance.6 

In  a  combined  effort  by  all  of  these  law  enforcement  agencies,  a  publication  was  drafted  by 
the  U.S.  Department  of  Justice  sponsored  Executive  Working  Group  for  Federal-State-Local 
Prosecutorial  Relations.  In  this  1988  publication  entitled,  "Toward  a  Drug  Free  America:  A 
Nationwide  Blueprint  for  State  and  Local  Drug  Control  Strategies,"  it  was  quoted  that,  "Each 
state  should  develop  a  computerized  capacity  to  store,  collate,  and  retrieve  intelligence  and 
historical  information  concerning  drug  offenders.  Before  initiating  new  computer  projects,  each 
state  should  take  advantage  of  existing  computerized  information  exchange  and  pointer  systems, 
such  as  the  Regional  Information  Sharing  Systems  (RISS)  and  Operation  Pipeline.  Each  state 
should  actively  participate  in  multi-state,  regional,  and  national  information  networking  projects." 

In  1996,  Congress  invested  $14.5  million  in  the  RISS  program.  Over  the  three-year  period 
1993-1995,  RISS  generated  a  return  by  member  agencies  that  resulted  in  27,854  arrests,  seizure 
of  narcotics  valued  at  $645  million,  seizure  of  $39  million  in  currency,  and  recovery  or  seizure  of 
property  valued  at  $48  million.  In  addition,  more  than  $1 .3  million  was  seized  through  RICO  civil 
procedures.  In  the  fifteen-year  period  since  1980  when  the  program  was  fully  implemented,  the 
RISS  program  has  assisted  its  member  agencies  with  their  investigations.  Results  of  these 
investigations  have  amounted  to  well  over  $12  billion  dollars  in  recoveries  at  a  total  cost  that 
approximates  1 .48  percent  of  that  amount,  or  a  $67  return  for  every  dollar  spent. 

In  addition  to  the  RISS  program,  the  projects  have  also  been  able  to  enhance  other 
worthwhile  Congressionally  funded  programs.  The  states  of  California,  Connecticut,  Illinois, 
Iowa,  Massachusetts,  New  Jersey,  North  Dakota,  Ohio,  Oregon,  Utah,  Washington,  Wisconsin, 
and  others  have,  to  varying  extents,  incorporated  the  RISS  Projects  in  their  statewide  narcotics 
programs  that  were  set  up  to  include  the  RISS  Projects  as  they  carry  out  their  individual  state  or 
local  narcotic  initiatives. 

Oversight:  The  Bureau  of  Justice  Assistance  administers  the  RISS  program  and  has 
established  guidelines  for  provision  of  services  to  member  agencies.  The  projects  are  subject  to 
oversight,  monitoring,  and  audit  by  the  U.S.  Congress;  the  General  Accounting  Office  (GAO),  a 
federally  funded  program  evaluation  office;  the  U.S.  Department  of  Justice,  Bureau  of  Justice 
Assistance,  and  local  government  units.  The  RISS  projects  are  also  monitored  on  a  regular  basis 


"An  Anti-Crime  Coalition  for  America's  Communities,"  by  Dick  Thomburgh,  The  NarcOfficer.  May  1991. 
1  National  Drug  Control  Strategy,  September  1989. 
'  "The  RISS  Program:  A  $12  Million  Bargain,"  Police  Chief.  August  1987. 
'  National  Association  of  Attorneys  General,  Spring  Meeting,  March  28-30,  1993. 
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by  the  Intelligence  Systems  Policy  Review  Board  (ISPRB)  for  28  CFR  23  compliance  This  28 
CFR  23  regulation  places  stricter  controls  on  the  RISS  intelligence  sharing  function  than  those 
placed  on  federal,  state,  or  local  agencies  Evaluation  of  project  operation  has  been  very  positive 
Mr.  Jack  A.  Nadol,  Acting  Director  of  the  Bureau  of  Justice  Assistance,  Office  of  Justice 
Programs,  stated  at  the  Second  National  Conference  of  the  RISS  Program,  held  in  January  1993, 
"The  RISS  Program  is  relatively  the  most  cost  effective  program  that  BJA  has  because  of  the 
results  we  get  and  the  number  of  people  that  we  serve."7 

A  House  Subcommittee  found  that,  "The  projects  are  addressing  a  law  enforcement 
intelligence  sharing  void  which  exists  between  the  levels  of  federal  authority  and  state/local 
authority.  There  is  a  wide  acceptance  and  approval  of  RISS  project  activity  among  state  and  local 
law  enforcement  agencies.  There  is  considerable  benefit  to  the  federal  law  enforcement 
community  from  direct  participation  in  RISS  projects  or  from  services  which  are  derived  directly 
from  RISS  project  activity."* 

The  GAO  testified  that,  "We  were  quite  comfortable  that  the  processes  were  in  place  to 
protect  the  integrity  of  the  federal  monies"'  A  federally  funded  research  firm  stated  "In  general, 
the  program  activity  data  analysis  reflects  favorably  upon  the  development  of  the  RISS 
program."10  In  testimony  before  a  House  Subcommittee,  a  nationally  respected  police 
administrator  stated,  "I  can  say  to  you  gentlemen  today  that  in  my  thirty-three  years  of 
involvement  in  law  enforcement,  over  thirtv-three  years,  that  of  all  the  federal  projects  that  have 
come  down  our  way,  we  get  more  good  out  of  and  have  derived  more  out  of  the  RISS  projects 
than  any  other  project  that  has  been  funded  by  a  federal  grant."11 

During  1994,  case  specific  support  has  been  furnished  to  hundreds  of  local  and  state  police 
as  well  as  sheriff  departments.  These  cases  have  had  an  unrivaled  impact  on  the  local  jurisdictions 
of  main  street  America,  the  grass  roots  of  law  enforcement  in  the  nation.  The  National  Drug 
Control  Strategy  recognizes  that  regular  ongoing  interagency  and  intergovernmental  cooperation 
are  elements  necessary  for  the  full  utilization  of  the  available  intelligence  resources  and 
investigative  experts.  "Cooperative  and  joint  operations  are  the  rule  not  the  exception."12  RISS 
and  the  National  Institute  of  Justice,  Law  and  Technology  Division,  are  currently  working,  as 
directed  by  Congress,  to  establish  a  law  enforcement  technology  information  network  utilizing  the 
RISS  Projects  RISS  is  also  presently  working  on  a  cooperative  effort  with  the  National  Drug 
Intelligence  Center  (NDIC)  to  utilize  the  RISS  program  as  a  channel  for  state  and  local 
involvement  in  the  center.  Additionally,  RISS  is  an  integral  part  of  the  Southwest  Border  States 
Anti-Drug  System  initiative  encompassing  the  states  of  Arizona,  California,  New  Mexico,  and 
Texas. 

During  the  last  year,  RISS  has  established  initiatives  with  the  Federal  Bureau  of 
Investigation,  National  Security  Division,  to  assist  in  their  efforts  to  facilitate  the  exchange  of 
criminal  intelligence  with  state  and  local  law  enforcement.  RISS  is  also  working  with  federal  and 
state  corrections  departments  to  establish  a  liaison  with  the  law  enforcement  community,  and  to 
establish  a  national  prison  gang  data  base  to  identify  prison  gang  criminal  activity,  both  within  and 
outside  the  prison  system.  RISS  has  also  assisted  the  Office  of  Juvenile  Justice  and  Delinquency 
Prevention  in  their  national  youth  gang  survey  and  continues  to  work  with  federal,  state  and  local 
agencies  in  their  efforts  to  combat  the  menace  of  drugs  on  our  streets,  and  the  growing  influence 
of  youth  gangs  in  the  distribution  and  sale  of  drugs. 


7  Second  National  Conference  of  the  RISS  Program,  January  1993. 

8  Findings  of  House  Committee  on  Government  Operations  (House  Report  99-216),  July  22,  1985. 

9  GAO  testimony  at  Hearings  before  a  Subcommittee  of  the  House  of  Committee  on  Government  Operations,  March  26, 
1985.  Referred  hereinafter  as  "Hearings". 

10  Institute  for  Intergovernmental  Research,  the  "RISS  Projects-Analysis  of  Activity,"  prepared  for  the  Bureau  of  Justice 
Assistance,  July  1985. 

1 '  Chief  Joe  D.  Casey,  President,  International  Association  of  Chiefs  of  Police:  Hearings. 
12  National  Drug  Control  Strategy,  September  1989. 
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In  view  of  today's  increasing  demands  on  federal,  state,  and  local  law  enforcement 
budgets,  increased  requests  for  RISS  services  are  occurring.  The  Institute  for  Intergovernmental 
Research  (IIR)  report  on  the  RISS  program  from  1993-1995  showed  a  62  percent  increase  in  the 
submission  of  principal  subjects  to  our  data  bases,  a  47  percent  increase  on  inquiries  of  our  data 
bases,  and  a  15  percent  increase  in  member  requests  for  analytical  services  for  the  three-year 
period. 

A  program  that  promises  to  enhance  the  future  ability  of  the  RISS  projects  to  meet  these 
increasing  demands  to  disseminate  information  is  the  RISSNET:  the  electronic  connection  of  the 
Projects'  criminal  intelligence  data  bases  into  a  nationwide  system.  The  RISSNET  will  also 
include  an  enhanced  data  base  application  which  will  give  the  project  staff  the  ability  to  search  any 
field  or  any  combination  of  fields  in  the  data  base  structure.  It  will  have  features  such  as  full-text 
inquiry,  derivative  and  soundex  search,  and  imaging.  Analysts  in  the  RISS  projects  will  also  have 
the  ability  to  perform  analyses  of  the  entire  data  base,  including  crime  trends,  tracking  individuals 
and  groups,  and  mapping  their  movement  across  the  country. 

A  new  authorization  and  full  funding  of  the  RISS  program  is  necessary  in  order  to  offset 
inflation  factors  and  permit  membership  growth  —  without  reducing  current  levels  of  project 
service  delivery  to  existing  members.  RISS  membership  has  increased  from  approximately  1,000 
members  in  1982  to  4,600  at  present.  Without  the  increased  funding  requested,  RISS  will  be 
forced  to  turn  down  requests  for  services  on  many  investigations. 

It  is  respectfully  requested  that  the  Congress  fully  fund  the  RISS  program  as  a  line  item  in 
the  congressional  budget,  in  the  requested  amount  of  $25  million,  with  no  matching  funds.  Local 
and  state  law  enforcement,  who  depend  on  the  RISS  projects  for  information  sharing,  funding, 
and  technical  assistance,  are  anticipating  increased  competition  for  decreasing  budget  resources. 
It  would  be  counterproductive  to  require  the  RISS  members  from  state  and  local  agencies  to  self 
fund  match  requirements  as  well  as  to  reduce  the  amount  of  BJA  discretionary  funding.  The  state 
and  local  agencies  require  more,  not  less,  funding  to  fight  the  nation's  crime/drug  problem.  The 
RISS  program  cannot  make  up  the  decrease  in  funding  that  a  match  would  cause  and  it  has  no 
revenue  source  of  its  own.  Cutting  the  RISS  appropriation  by  requiring  a  match  should  not  be 
imposed  on  the  program. 

We  are  grateful  for  this  opportunity  to  provide  the  committee  with  this  testimony  and 
appreciate  the  support  this  committee  has  continuously  provided  to  the  RISS  program. 

THE  REGIONAL  INFORMATION  SHARING  SYSTEMS 


To  assist  the  projects  in  implementing  this  program,  the  U.S.  Department  of  Justice, 
Office  of  Justice  Programs,  Bureau  of  Justice  Assistance  worked  with  the  Projects  to  institute  the 
following  components. 

'•  Information  Sharing  Component:  Every  project  will  maintain  and  operate  either  a 
manual  and/or  automated  information  sharing  component  that  is  responsive  to  the 
needs  of  participating  enforcement  agencies  in  addressing  multi-jurisdictional  offenses 
and  conspiracies.  This  component  must  be  capable  of  providing  controlled  input, 
dissemination,  rapid  retrieval,  and  systematic  updating  of  information  to  authorized 
agencies. 

2.  Analytical  Component:  Every  project  will  establish  and  operate  an  analytical 
component  to  assist  the  project  and  participating  agencies  in  the  compilation, 
interpretation,  and  presentation  of  information  provided  to  the  project.  This 
component  must  be  capable  of  responding  to  participating  agency  requests  for  analysis 
of  investigative  data. 


897 


3.  Telecommunications  Component:  Projects  may  establish  and/or  maintain  a 
telecommunications  system  designed  to  directly  support  the  operation  of  the 
information  sharing  component  and  analytical  component,  and  to  support  project 
sponsored  investigations  and  activities. 

4  Investigative  Support  Component:  Projects  may  establish  and  operate  an  investigative 
support  component  by  providing  financial  assistance  to  participating  agencies  for  their 
conduct  of  multi-jurisdictional  investigations.  Financial  resources  may  include  funds 
for  the  purchase  of  information,  contraband  that  may  be  used  as  evidence,  services, 
investigative  travel  and  per  diem,  and  overtime  compensation.  Funds  expended  and 
activities  conducted  under  this  component  must  directly  support  the  operation  of  the 
information  sharing  and  analytical  components. 

5.  Specialized  Equipment  Component:  Projects  may  establish  and  maintain  a  pool  of 
special  investigative  equipment  for  loan  to  participating  agencies.  The  loan  of  such 
equipment  must  directly  support  the  operation  of  the  information  sharing  and 
analytical  components. 

6.  Technical  Assistance  Component:  Projects  may  establish  and  maintain  a  component  to 
provide  technical  assistance  to  member  agencies.  Through  use  of  project  personnel 
and  others  in  participating  agencies,  consultation,  advice,  and  information  may  be 
made  available  to  member  agencies  concerning  use  of  specialized  equipment, 
investigative  procedures,  accounting  of  project  funds  if  provided  by  the  project  in 
support  of  investigations,  and  information  analysis.  This  component  will  emphasize 
use  of  technical  resources  among  the  projects  as  necessary  and  available.  Technical 
assistance  in  the  form  of  active  participation  by  project  personnel  in  member  agency 
investigations  is  prohibited. 

7.  Training  Component:.  Projects  may  establish  and  maintain  a  training  component  to 
upgrade  investigative  skills  of  personnel  from  participating  agencies.  Such  training 
assistance  may  consist  of  financial  support  to  send  personnel  to  training  courses, 
seminars,  and  conferences  or,  more  commonly,  design  and  delivery  of  special  training 
courses  by  project  staff.  Training  provided  under  this  component  must  support  the 
project  goals  and  objectives. 

To  further  enhance  the  coordination  and  exchange  of  information  among  member  law 
enforcement  agencies,  the  projects  have  initiated  additional  support  service  activities  including 
distribution  of  project  publications/digests  and  sponsorship  of  membership  conferences. 

MIDDLE  ATLANTIC-GREAT  LAKES  ORGANIZED 

CRIME  LAW  ENFORCEMENT  NETWORK 

(MAGLOCLEN) 

The  Middle  Atlantic-Great  Lakes  Organized  Crime  Law  Enforcement  Network 
(MAGLOCLEN)  received  a  planning  grant  in  July  1980  and  became  operational  in  June  of  1981. 
MAGLOCLEN's  grantee  is  the  Pennsylvania  Office  of  Attorney  General.  The  project's  region 
includes  the  states  of  Delaware,  District  of  Columbia,  Indiana,  Maryland,  Michigan,  New  Jersey, 
New  York,  Ohio,  and  Pennsylvania.  By  special  agreement,  Canadian  agencies  in  the  provinces  of 
Ontario  and  Quebec  may  also  participate  in  the  project.  MAGLOCLEN's  geographic  area  is 
inhabited  by  approximately  82  million  people. 

MAGLOCLEN  serves  440  federal,  state,  and  local  provincial  law  enforcement  agencies 
which  include  more  than  162,000  law  enforcement  officers. 

The  project's  mission  is  to  encourage  and  aid  in  the  investigation  of  major  interstate 
conspiracies.    It  emphasizes  communication,  coordination,  and  cooperation  among  its  member 


agencies  and  the  police  community  at  large.    Examples  of  MAGLOCLEN's  assistance  to  its 
member  agencies  are  as  follows: 

The  Federal  Bureau  of  Investigation  (Philadelphia,  Pennsylvania)  requested  analytical 
support  for  their  case  against  a  well  known  traditional  organized  crime  figure  and  his  associates. 
Because  the  case  was  so  complex,  charts  were  requested  to  assist  jurors  in  understanding  the  case 
and  evaluating  the  evidence  presented  at  the  trial.  The  charts,  which  were  designed  to  highlight 
the  relevant  excerpts  of  tape-recorded  conversations,  were  particularly  useful  in  summarizing  the 
group's  conspiracy  to  murder  members  of  a  rival  faction  group.  MAGLOCLEN  produced  over 
50  charts  on  short  notice  for  this  case.  As  a  result  of  the  case,  the  leader  of  the  organized  crime 
group  and  seven  of  his  associates  were  convicted  of  operating  an  organized  crime  group,  and 
participating  in  such  crimes  as  extortion  and  murder.  Three  of  the  defendants  are  facing  a  45-year 
sentence,  two  face  60  years  in  prison,  one  faces  an  80-year  prison  sentence,  and  two  face  life 
without  parole.  Also,  since  the  release  of  the  verdict,  four  of  the  remaining  eight  defendants  have 
changed  their  plea  to  guilty  in  exchange  for  slight  reductions  in  their  sentencing  guidelines. 

MAGLOCLEN's  analytical  department  was  also  extremely  helpful  to  the  Bergen  County 
(New  Jersey)  Prosecutor's  Office.  MAGLOCLEN's  analytical  department  prepared  45  charts 
and  diagrams  for  the  prosecution  of  six  Asian  gang  members,  who  were  being  tried  for  the 
murders  of  four  of  their  rivals.  This  gang  evolved  from  a  group  that  participated  in  small  time 
robberies  on  the  streets  of  New  York's  Chinatown  into  an  international  alien-smuggling  ring  that 
made  millions  of  dollars.  All  of  the  defendants  were  convicted  on  four  counts  of  murder.  Five  of 
the  six  defendants  were  given  four  life  terms  each,  with  the  requirement  that  they  serve  at  least 
140  years  before  they  are  eligible  for  parole.  The  sixth  defendant  received  four  life  terms  with 
parole  ineligibility  of  120  years. 

The  Middletown  (Ohio)  Police  Department,  in  conjunction  with  the  Hamilton  (Ohio) 
Police  Department,  Butler  (Ohio)  County  Prosecutor's  Office,  Butler  (Ohio)  Metropolitan 
Housing  Authority,  the  Bureau  of  Alcohol,  Tobacco  and  Firearms  (ATF),  the  U.S.  Department  of 
Housing  and  Urban  Development,  the  Warren  (Ohio)  County  Drug  Task  Force,  the  U.S. 
Department  of  Agriculture,  the  Butler  (Ohio)  County  Sheriffs  Department,  the  Ohio  Department 
of  Public  Safety-Food  Stamp  Unit,  the  Ohio  Department  of  Liquor  Control,  the  U.S.  Secret 
Service,  and  the  Ohio  Office  of  Attorney  General  utilized  confidential  funds  to  aid  in  the 
conclusion  of  a  major  narcotics  investigation  in  Middletown,  Ohio.  The  results  of  the  case 
included  113  arrests,  221  indictments,  and  the  seizure  of  a  .38  revolver,  crack  cocaine  valued  at 
$5,000,  and  marijuana  valued  at  $200. 

MTP-STATES  ORGANIZED  CRIME  INFORMATION  CENTER 
(MOCIC) 

The  Mid-States  Organized  Crime  Information  Center  (MOCIC)  has  been  operational  since 
1981  and  serves  881  member  law  enforcement  agencies,  employing  35,574  sworn  officers,  in  the 
states  of  Illinois,  Iowa,  Kansas,  Minnesota,  Missouri,  Nebraska,  North  Dakota,  South  Dakota, 
and  Wisconsin.  Also  participating  in  MOCIC  is  the  Royal  Canadian  Mounted  Police,  Criminal 
Intelligence  Service  of  Manitoba,  Canada. 

Assistance  is  provided  to  member  agencies  in  the  form  of  a  criminal  intelligence  data  base, 
analytical  services,  specialized  surveillance  equipment  loans,  technical  support,  confidential  funds, 
and  a  telecommunications  service.  During  1995,  member  agencies  contributed  18,818  intelligence 
submissions  to  the  criminal  data  base  and  made  19,374  intelligence  inquiries.  MOCIC  also 
provides  a  variety  of  high  quality  law  enforcement  training  throughout  the  nine-state  region. 

MOCIC  has  established  a  position  of  trust  and  acceptance  in  the  law  enforcement 
community  in  its  region  through  competence,  professionalism,  and  the  delivery  of  high  quality 
services.     MOCIC  can  cite  numerous  examples  of  interagency  cooperation  and  information 
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sharing  and  instances  when  the  services  provided  have  enhanced  the  efforts  of  member  agencies 
Three  examples  follow: 

The  Cedar  Falls  (Iowa)  Police  Department,  along  with  the  Waterloo  (Iowa)  Police 
Department,  Black  Hawk  County  (Iowa)  Sheriffs  Department,  Bremer  County  (Iowa)  Sheriffs 
Department,  Iowa  DNE,  Federal  Bureau  of  Investigation,  and  the  Internal  Revenue  Service, 
recently  dealt  a  serious  blow  to  the  Sons  of  Silence  motorcycle  gang  in  the  state  of  Iowa  and 
nationally  through  a  cooperative  investigation.  Indictments  ranging  from  RICO/RICO 
conspiracy,  methamphetamine  trafficking,  extortion,  money  laundering,  witness  intimidation,  and 
continuing  criminal  enterprise  have  eliminated  the  Sons  of  Silence  chapter  in  Cedar  Falls/Waterloo 
and  caused  members  from  the  Boone  County  chapter  to  quit,  retire,  or  go  to  another  club.  On  the 
national  level,  it  caused  a  void  in  two  major  offices,  National  Vice  President  and  Regional 
President.  This  investigation  also  led  to  the  seizure  of  property  and  assets  valued  in  excess  of 
$150,000,  and  the  discovery  of  another  unrelated  methamphetamine  trafficking  ring.  This 
investigation  generated  over  350  intelligence  submissions  to  MOCIC.  MOCIC  assisted  this 
operation  with  confidential  funds  and  extensive  analytical  charting. 

A  productive  investigation  recently  targeted  major  narcotics  dealers  in  the  Red  River 
Valley  area  of  North  Dakota  and  Minnesota.  Significant  quantities  of  drugs  including  heroin, 
cocaine,  and  marijuana  were  being  transported  into  the  region  from  Texas  and  Chicago.  This 
effort  has  resulted  in  the  indictment  of  1 5  individuals  considered  to  be  major  offenders.  Agencies 
participating  in  this  investigation  included:  Cass  County  (North  Dakota)  Sheriffs  Department, 
West  Fargo  (North  Dakota)  Police  Department,  Fargo  (North  Dakota)  Police  Department,  DEA 
Task  Force,  United  States  Attorney's  Office,  North  Dakota  BCI,  Clay  County  (Minnesota) 
Sheriffs  Department,  and  Moorhead  (Minnesota)  Police  Departments.  MOCIC  provided 
confidential  funds  for  this  investigation. 

An  example  of  cooperation  and  innovation  invokes  the  South  Dakota  DCI,  South  Dakota 
Highway  Patrol,  United  States  Marshals  Service,  Bureau  of  Alcohol,  Tobacco,  and  Firearms, 
Lawrence  County  (South  Dakota)  Sheriffs  Department,  and  the  Deadwood  (South  Dakota) 
Police  Department.  Attendance  at  the  1995  Sturgis  Motorcycle  rally  was  approximately  215,000. 
Intelligence  indicated  the  possibility  of  motorcycle  thieves  in  attendance.  Officers  in  possession  of 
a  seized  95  Harley  Davidson  motorcycle  rigged  the  bike  with  a  remote  kill  switch  installed  by 
South  Dakota  State  Radio  with  technical  advice  from  MOCIC.  The  decoy  bike  was  stolen  from  a 
public  lot  within  a  half-hour  of  it  being  placed  on  the  street.  When  the  thief  attempted  to  depart, 
the  engine  abruptly  quit.  Surveillance  officers  activated  the  remote  kill  switch  and  the  motorcycle 
traveled  only  about  five  feet.  Three  suspects  were  arrested  and  law  enforcement  officers  were  led 
to  a  campground  where  another  stolen  motorcycle  was  recovered,  along  with  firearms. 
Additional  thefts  of  motorcycles  that  had  been  planned  were  averted  A  large  trailer  was  found  in 
possession  of  the  suspects  who  intended  to  fill  it  with  stolen  motorcycles  before  returning  to 
Washington  state.  In  addition  to  the  technical  aid,  intelligence  assistance  was  provided  by 
MOCIC  prior  to  and  as  follow-up  to  this  investigation. 

NEW  ENGLAND  STATE  POLICE  INFORMATION  NETWORK 
(NESPIN) 

The  State  Police  agencies  of  New  England  formally  entered  into  an  interstate  compact  in 
June  1967.  This  mutual  aid  compact  created  the  New  England  State  Police  Administrators' 
Conference  (NESPAC).  In  1979,  NESPAC  requested  and  received  federal  support  through  the 
Massachusetts  Department  of  Public  Safety  for  an  interstate  program  for  fighting  narcotics 
smuggling  and  organized  crime  in  New  England.  This  program  evolved  into  NESPIN,  now  a 
non-profit  organization  that  forms  a  partnership  between  state  and  local  police  with  the 
participation  of  federal  law  enforcement  in  New  England. 

In  1983,  the  scope  of  NESPIN  was  enlarged  to  include  the  direct  participation  of  local  law 
enforcement  At  present,  365  federal,  state,  and  local  law  enforcement  agencies  representing  over 
19,500  sworn  personnel  are  active  members  of  the  network,  and  membership  continues  to  grow. 
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In  the  late  summer  of  1993,  NESPIN  provided  a  surveillance  van  to  the  Hartford  Federal 
Violent  Crimes  Gang  Task  Force  located  in  Hartford,  Connecticut.  This  task  force  is  comprised 
of  law  enforcement  officers  from  the  Federal  Bureau  of  Investigation,  Drug  Enforcement 
Administration,  Inspector  General's  Office,  Housing  and  Urban  Development,  Hartford  Police 
Department,  Connecticut  State  Police,  Bureau  of  Alcohol,  Tobacco,  and  Firearms,  Connecticut 
Department  of  Corrections,  and  New  Haven  Police. 

As  of  January  5,  1996,  the  task  force  has  obtained  52  federal  indictments  of  gang  members 
from  the  Hartford  area.  Individuals  have  been  charged  with  various  crimes  including  RICO, 
murder,  kidnapping,  assault,  and  drug  conspiracy.  Of  the  52  charged  federally,  3 1  have  already 
pled  guilty.  The  sentences  received  to  date  have  ranged  from  10  years  to  20  years.  Those  still 
facing  trial  each  potentially  face  several  life  sentences  in  the  federal  system.  Additionally,  the  task 
force  has  been  responsible  for  numerous  state  arrests. 

The  equipment  provided  by  NESPIN  has  been  instrumental  in  attaining  a  portion  of  these 
results;  in  fact,  the  surveillance  capability  provided  by  the  van  directly  contributed  to  the 
conviction  of  six  gang  members  for  drug  conspiracy  charges  in  the  Charter  Oak  Housing  Project 
in  Hartford.  Two  of  those  gang  members  were  willing  to  testify  against  more  violent  members. 
Aside  from  this,  the  van  has  been  utilized  for  surveillance  in  numerous  street  "rips"  of  narcotics 
dealers  and  for  developing  probable  cause  for  search  warrants 

In  March  of  1995,  Boston  Massachusetts  Police  detectives  submitted  a  request  for 
confidential  funds  and  a  telephone  toll  analysis  request  to  support  a  court-authorized  electronic 
intercept.  The  detectives  were  part  of  a  task  force  which  included  federal,  state,  and  local 
investigators.  The  detectives  had  toll  records  on  targeted  individuals  in  a  prostitution  ring.  The 
NESPIN  analyst  assigned  to  the  case  was  able  to  provide  detailed  reports  on  the  phone  .ecords, 
which  in  turn  led  to  more  investigative  leads  for  the  task  force.  On  March  26,  1996,  raids  were 
conducted  by  members  of  the  task  force,  which  resulted  in  12  arrests.  It  is  estimated  that  this 
prostitution  ring  generated  $1  million  a  year  and  is  linked  to  nationwide  money  laundering,  drug 
dealing,  and  pornography. 

In  December  of  1994,  the  Boston  office  of  the  Drug  Enforcement  Administration 
submitted  a  link  analysis  request.  The  agents  were  part  of  a  task  force  which  included  the 
Massachusetts  State  Police,  Bureau  of  Alcohol,  Tobacco,  and  Firearms,  Internal  Revenue  Service, 
U.S.  Customs,  U.S.  Marshals  Service,  Royal  Canadian  Mounted  Police  and  the  U.S.  Attorney's 
Office.  The  Task  Force  had  information  on  targeted  individuals  involved  in  a  major  cocaine 
pipeline  stretching  from  Central  America  to  the  central  Massachusetts  area.  The  NESPIN  analyst 
was  able  to  provide  a  comprehensive  diagram  linking  the  subjects  and  the  flow  of  drugs.  Between 
August  7-11,  1995,  several  raids  were  conducted,  which  resulted  in  the  arrest  of  24  people 
representing  two  suspected  organized  crime  rings.  As  a  result  of  the  arrests  the  task  force  was 
able  to  "shut  down"  a  sophisticated  drug  laboratory  capable  of  processing  and  packaging  a  large 
quantity  of  drugs. 

REGIONAL  ORGANIZED  CRIME  INFORMATION  CENTER 
(ROCIQ 

The  Regional  Organized  Crime  Information  Center  (ROCIC)  serves  1,157  member 
agencies  representing  more  than  154,000  sworn  personnel  in  the  southeastern  and  southwestern 
states  of  Alabama,  Arkansas,  Florida,  Georgia,  Kentucky,  Louisiana,  Mississippi,  North  Carolina, 
Oklahoma,  South  Carolina,  Tennessee,  Texas,  Virginia,  and  West  Virginia.  Currently 
experiencing  a  tremendous  surge  in  growth,  ROCIC's  membership  has  expanded  205  percent  in 
the  past  five  years  and  is  expected  to  grow  even  more  in  1996  and  1997. 

The  following  is  a  representative  sampling  of  significant  recoveries  and/or  convictions 
obtained  by  ROCIC  member  agencies  through  utilization  of  ROCIC  services  in  1995.  Specific 
agency  names  have  been  omitted  due  to  pending  litigation  but  are  available  upon  request. 
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Early  in  1995,  an  ROCIC  member  agency  contacted  the  Criminal  Intelligence  Unit  (CIU) 
in  reference  to  obtaining  subscriber  information  for  a  multi-jurisdictional  narcotics  case  on  a  total 
of  41  telephone  numbers.  ROCIC  obtained  many  of  the  subscribers  for  the  numbers  and,  as  a 
result,  the  agency  made  a  total  of  five  arrests,  seized  three  kilograms  of  cocaine,  $257,000  in 
cash,  and  five  automobiles. 

A  northern  ROCIC  agency  utilized  equipment  from  the  Technical  Services  Unit  of  ROCIC 
which  resulted  in  the  arrest  of  14  people  and  the  recovery  of  approximately  $40,000  in  marijuana 
and  $60,000  of  cocaine  Another  ROCIC  agency  used  ROCIC  equipment  which  assisted  in  the 
arrest  of  a  high-level  member  of  a  Mexican  crime  family  and  the  recovery  of  marijuana 

Two  ROCIC  analysts  attended  on-site  task  force  meetings  and  prepared  charts  for  several 
member  agencies  involved  in  a  multi-jurisdictional  truck-driver  interstate  homicide  case.  Over  a 
nine-month  period,  ROCIC's  analytical  assistance  included  building  a  data  base  for  all  case 
inquiries;  designing  and  building  a  master  case  file  data  base  for  similar  homicides;  creating  and 
mailing  out  information  packets  on  the  suspect  in  custody,  in  response  to  more  than  200  requests 
nationwide;  compiling  case  file  information  to  perform  analysis/charting  on  49  similar  victims  in 
1 3  states;  and  coordinating  and  hosting  a  national  information-sharing  meeting  from  which  eight 
agencies  confirmed  a  new  suspect  in  their  current  unsolved  homicides.  The  suspect  pled  guilty  to 
two  counts  of  first  degree  murder  and  was  sentenced  to  two  consecutive  life  sentences. 

An  Alabama  member  agency  requested  a  crime  scene  illustration  for  their  capital  murder 
case  involving  a  convenience  store  clerk.  The  chart  was  displayed  in  court  as  prosecutors  "walked 
the  jury  through"  the  events  of  the  homicide.  The  shooter  received  the  death  penalty  and  the 
"lookout"  currently  faces  a  life  sentence  in  prison.  The  requesting  investigator  has  declared  the 
crime  scene  graphic  "instrumental"  in  securing  the  death  sentence  for  the  shooter,  which  is  the 
first  to  be  handed  down  in  this  Alabama  county  since  1970. 

An  ROCIC  member  agency  requested  assistance  to  access  four  seized  computer  data  tapes 
that  they  were  unable  to  access  because  the  tapes  were  password  protected.  After  the  ROCIC 
Information  Systems  and  Technology  Unit  tested  over  a  million  passwords,  an  extraction 
alternative  was  used  to  access  the  data.  The  file  images  were  then  printed  on  an  HP  color  plotter. 
The  evidence  contained  on  the  tapes  lead  to  the  arrest  of  the  suspect,  who  was  charged  with 
counterfeiting  and  check  fraud. 

ROCKY  MOUNTAIN  INFORMATION  NETWORK 
(RMIN) 

The  Rocky  Mountain  Information  Network  has  been  operational  since  1977.  RMIN  is 
centered  in  Phoenix,  Arizona,  and  services  690  member  agencies  and  more  than  35,150  sworn 
officers.  RMIN's  grantee  is  the  Arizona  Department  of  Public  Safety.  The  RMIN  area  is 
comprised  of  Arizona,  Colorado,  Idaho,  Montana,  New  Mexico,  Nevada,  Utah,  and  Wyoming. 
More  than  50  percent  of  RMIN's  membership  consists  of  small,  rural  law  enforcement  agencies 
with  very  limited  resources  to  combat  traveling  criminal  elements. 

RMIN  has  received  and  entered  1,645  submissions  from  member  agencies  into  its 
intelligence  data  base,  handled  43,457  inquiries,  assigned  and  completed  152  analytical  cases,  and 
trained  721  member  officers. 

The  following  examples  indicate  RMIN's  commitment  in  assisting  its  member  agencies. 

Avondale  Police  Department.  Arizona 

Two  teenage  girls  were  shot  to  death  and  another  wounded  and  paralyzed  during  a 
confrontation  of  rival  gang  members.  Suspect  leads  were  given  to  the  RMIN  Intelligence 
Section  and  background  checks  were  run  on  the  suspects.     The  main  suspect  was 
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identified  from  information  developed  by  the  RMIN  Intelligence  Section.  It  was 
determined  the  suspect  had  a  history  of  aggressive  behavior. 

The  case  was  aired  on  America's  Most  Wanted  and  the  suspect  was  arrested  several 
weeks  after  the  program  was  shown. 

RMIN  is  presently  completing  the  murder  trial  analysis  for  the  case  officer. 

Scottsdale  Police  Department  Arizona 

The  RMIN  Intelligence  Section  received  a  call  from  a  Scottsdale  police  officer  on  a 
kidnapping  that  had  occurred  ten  minutes  prior  to  the  call  to  RMIN.  A  little  girl  had  been 
taken  and  the  only  information  that  was  available  was  the  first  and  last  name  of  the  suspect 
and  the  description  of  the  car  with  a  Wyoming  plate.  The  license  number  was  not 
available. 

The  Intelligence  Research  Technician  was  able  to  find  the  suspect's  date  of  birth,  address, 
Arizona  driver  license  number,  post  office  box  in  Black  Canyon  City,  Arizona,  and  a  FBI 
rap  sheet.  This  was  done  20  minutes  after  the  report  to  RMIN.  Ten  minutes  later  the 
RMIN  Technician  had  the  suspect's  Wyoming  SID  number,  two  AKA's  the  suspect  had 
used  in  the  past,  and  the  vehicles  in  Wyoming  registered  to  the  suspect.  The  suspect  was 
arrested  and  the  little  girl  returned  to  the  mother  within  two  hours  of  the  kidnapping  based 
on  information  given  to  the  officer  by  RMIN. 

Director  Unit  Citation  for  Excellence 

In  1995  the  RMIN  Intelligence  Section  was  awarded  the  Arizona  Department  of  Public 
Safety's  Directors  Unit  Citation  for  Excellence  for  the  year  1994. 

Federal  Bureau  of  Investigation.  Nevada 

RMIN's  Criminal  Analysis  Section  was  instrumental  in  a  large  investigation  conducted  by 
the  United  States  Attorney  in  Nevada  and  the  FBI  in  Nevada.  The  following  is  an  excerpt 
from  the  letter  written  by  the  FBI  Nevada  SAC.  "Because  of  the  extended  nature  of  the 
enterprise,  there  were  myriads  of  telephone  records  and  other  documents  which  needed  to 
be  analyzed  and  charted  for  both  the  court  proceeding  and  our  own  investigative 
understanding...  The  effort  and  quality  of  work  accomplished  by  RMIN  was  invaluable 
and  essential  to  the  success  of  our  investigation.  Some  of  the  records  and  charts  were 
used  in  the  trial."  The  major  subject  in  this  case  was  convicted  and  15  other  persons  who 
were  indicted  have  subsequently  entered  guilty  pleas  in  connection  with  this  investigation. 

Gillette  Police  Department.  Wyoming 

Through  the  efforts  of  the  RMIN  Intelligence  Section,  the  Gillette  Police  Department  was 
able  to  identify  a  drug  suspect  who  was  selling  drugs  in  Gillette.  The  RMIN  information 
developed  enough  data  to  secure  a  warrant  of  arrest  for  the  suspect.  With  the  arrest  of 
the  suspect,  the  information  led  to  a  search  warrant  being  served  in  Logan  County, 
Colorado    This  search  revealed  a  large  marijuana  grow  operation  with  over  90  plants. 

WESTERN  STATES  INFORMATION  NETWORK 
(WSIN) 

The  Western  States  Information  Network  was  established  in  1981.  It  is  located  in 
Sacramento,  California,  and  its  grantee  agency  is  the  California  Department  of  Justice.  WSIN 
covers  the  states  of  Alaska,  California,  Hawaii,  Oregon,  and  Washington,  an  area  inhabited  by 
approximately  32  million  people.  WSIN  serves  approximately  150,000  sworn  municipal,  county, 
state,  and  federal  personnel  from  1,069  member  agencies. 
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The  following  are  examples  of  WSIN  assistance  to  member  agencies: 

On  February  16,1995,  the  Orange  County  Lab  Enforcement  Team  (OCLET)  requested 
from  WSIN's  analytical  unit  to  provide  link  charts  and  other  information  as  needed  in 
regards  to  a  multi-agency  investigation  on  an  ephedrine/methamphetamine  distribution 
organization.  This  case  began  in  November  1994  with  the  seizure  of  large  quantities  of 
pseudoephedrine  tablets  at  two  locations  in  Orange  County  (California),  and  a  methamphetamine 
laboratory  site  in  Chico  (California).  At  that  point,  it  was  ascertained  that  all  of  the  ephedrine 
tablets  seized  had  been  purchased  through  two  businesses,  located  in  Monrovia  and  owned  by  a 
married  couple  Surveillance  and  controlled  buys  of  pseudoephedrine  tablets  from  both  locations 
were  conducted  between  November  1994  and  February  1995.  Link  charts  were  prepared  and 
search  warrants  were  served  on  seven  locations  during  January  and  February.  Seized  were  1 ,400 
cases  of  pseudeoephedrine  tablets,  several  firearms,  apparatus  used  to  convert  pseudeoephedrine 
tablets  into  powdered  pseudoephedrine,  and  bank  accounts  worth  $7  million  Six  subjects  were 
arrested.  Later  in  February,  additional  arrests  were  made  and  locations  served  with  search 
warrants.  Approximately  100  pounds  of  powdered  ephedrine,  4  heating  mantles,  flasks,  cellular 
phones,  a  pager,  glass  pipes,  and  other  indicia  were  seized  as  evidence.  The  total  narcotics  seized 
from  this  organization  would  have  been  worth  approximately  $6.5  million  on  the  street.  The 
analyst  was  then  given  information  on  vehicles  seen  during  surveillance  and  registered  owners 
were  double  checked  through  the  Department  of  Motor  Vehicles.  A  link  chart  was  also  provided 
showing  these  vehicles  and  their  activities.  A  total  of  125  hours  was  spent  by  the  analyst,  who 
completed  three  3'x4'  charts  for  OCLET.  In  December  1995,  an  asset  forfeiture  request,  totaling 
over  $9  million,  was  submitted  by  the  investigating  agencies  on  this  case. 

At  WSIN's  1995  Annual  Narcotics  and  Information  Sharing  Conference  held  in 
Sacramento,  California,  a  contact  was  made  with  the  manager  of  WSIN's  intelligence  data  base 
by  an  agent  of  the  San  Francisco  Office  of  the  Bureau  of  Narcotic  Enforcement.  He  was  looking 
for  a  law  enforcement  contact  in  southern  Oregon  with  information  on  a  suspect  who  was  known 
to  have  a  methamphetamine  and  weapons  background  in  Oregon.  The  manager  provided  a 
contact  in  Oregon  who,  in  turn,  was  able  to  provide  intelligence  regarding  the  suspect.  With  the 
intelligence  provided  by  Oregon,  combined  with  the  intelligence  at  WSIN  entered  by  a  task  force 
in  Mendocino  County  (California),  a  P2P  lab  and  several  weapons  were  located  in  northern 
Mendocino  county.  In  addition  to  the  seizure  of  the  lab,  enough  P2P  meth  was  found  to  produce 
20  to  30  pounds  of  phenyl-2-propanone.  Four  arrests  were  made  and  a  20-year  sentence  in 
federal  prison  was  imposed  on  the  primary  suspect. 

WSIN  provided  $1,500  to  assist  the  Yolo  Narcotics  Enforcement  Team  (YONET)  located 
in  Woodland,  California,  in  June  1995  to  pay  an  operator  who  was  working  for  them  on  a 
clandestine  laboratory  investigation  The  case  resulted  in  the  arrest  of  10  individuals,  and  the 
seizure  of  an  operational  methamphetamine  laboratory  and  11,628  grams  of  finished 
methamphetamine  During  the  investigation,  30.2  grams  and  453  grams  of  methamphetamine  was 
sold  to  a  YONET  undercover  agent  making  the  total  amount  of  methamphetamine  seized 
12,165.2  grams  for  a  street  value  of  $608,260.  As  a  result  of  the  seizure  of  this  laboratory,  there 
was  a  marked  decrease  in  the  availability  of  methamphetamine  in  the  Sacramento/Yolo  county 
area  for  a  period  of  time.  Federal  indictments  were  obtained  on  six  of  the  suspects  and  all  but  one 
were  found  guilty.  Three  were  sentenced  in  state  court,  and  one  was  dismissed. 


PREPARED  STATEMENT  OF  DR.  FRANCIS  J.  CARNEY,  JR.,  CHAIRMAN, 
NATIONAL  CONSORTIUM  FOR  JUSTICE  INFORMATION  AND  STATISTICS 

Introduction 

SEARCH,  The  National  Consortium  for  Justice  Information  and  Statistics,  is  a 
nonprofit  criminal  justice  organization  dedicated  to  assisting  state  and  local  criminal 
justice  agencies  combat  crime  and  administer  justice  through  the  effective  and 
responsible  use  of  information  and  identification  technologies.  SEARCH  is  governed  by 
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a  Membership  Group  comprised  of  one  gubernatorial  appointee  from  each  of  the  50 
states,  the  District  of  Columbia,  Puerto  Rico  and  the  Virgin  Islands. 

We  submit  this  testimony  seeking  appropriation  support  of  $1  million  for  SEARCH'S 
National  Technical  Assistance  and  Training  Program  in  the  Fiscal  Year  1997 
appropriation  for  the  Bureau  of  Justice  Assistance  (BJA).  We  have  sought  and  received 
the  same  amount  of  funding  in  Fiscal  Years  1995  and  1996. 

SEARCH'S  National  Technical  Assistance  and  Training  Program  is  unique  —  it 
provides  no-cost  assistance  to  all  components  of  the  state  and  local  criminal  justice 
system  with  respect  to  the  development,  operation,  improvement  and/or  integration  of  all 
types  of  criminal  justice  information  systems.  The  National  Technical  Assistance  and 
Training  Program  not  only  helps  state  and  local  agencies  work  more  efficiently  and 
effectively  through  the  use  of  advanced  information  technology,  but  it  creates  the 
foundation  for  a  national  information  infrastructure  for  justice  systems. 

Because  SEARCH'S  Technical  Assistance  and  Training  Program  is  national, 
SEARCH  is  able  to  replicate  successful  computer  implementation  strategies  in  one  state 
or  locality  and  disseminate  and  transfer  those  strategies  to  other  states  and  localities. 
SEARCH  is  also  able  to  provide  its  assistance  in  a  manner  that  promotes  the  interstate 
compatibility  of  criminal  justice  information  systems.  The  beneficiaries  are  state  and 
local  criminal  justice  agencies  throughout  the  nation;  the  federal  government,  which  is 
the  largest  single  consumer  of  arrest  and  conviction  and  other  criminal  justice 
information;  and  the  public. 

During  FY  1996,  the  National  Technical  Assistance  and  Training  Program  will 
accomplish  the  following: 

•  Provide  in-depth  technical  assistance  at  SEARCH'S  National  Criminal  Justice 
Computer  Laboratory  and  Training  Center  to  representatives  from  dozens  of  state  and 
local  criminal  justice  agencies; 

•  Provide  on-site,  technical  assistance  to  several  dozen  state  and  local  criminal  justice 
agencies; 

•  Provide  technical  assistance  by  telephone  to  officials  from  literally  hundreds  of 
criminal  justice  agencies  in  virtually  every  state  in  the  union. 

•  Provide  training  to  over  one  thousand  criminal  justice  officials  nationally;  and 

•  Continue  to  develop  and  publish  practical  criminal  justice  information  system 
technical  bulletins  and  reference  guides. 

SEARCH'S  information  support  program  for  state  and  local  criminal  justice  agencies 
makes  a  unique  and  vital  contribution.  Through  a  comprehensive  program  of  technical 
assistance  and  training,  SEARCH  facilitates  the  operation  of  the  criminal  justice  system 
in  a  cost-effective,  efficient  and  fair  manner. 

Why  federal  funding  is  essential 

The  National  Technical  Assistance  and  Training  Program  has  been  widely  acclaimed 
for  the  services  it  provides  to  hundreds  of  state  and  local  justice  agencies  and  thousands 
of  criminal  justice  practitioners.  We  realize,  however,  that  the  Program's  record  of 
accomplishments  alone  should  not  be  the  only  consideration  to  justify  federal  funding. 
Given  congressional  efforts  to  realign  funding  priorities  consistent  with  the  national 
commitment  to  deficit  reduction,  the  following  factors  make  federal  funding  for  the 
National  Program  essential  and  justifiable: 

•  The  National  Technical  Assistance  and  Training  Program  provides  assistance  and 
training  to  state  and  local  agencies  based  upon  a  national  perspective  and  national 
strategy  that  promotes  a  consistent  nationwide  approach  to  managing  criminal  justice 
information  and  integrating  information  systems.  A  nationwide  approach  is  essential 
because  the  processing  of  individuals  and  cases  through  the  justice  system  depends  on 
the  sharing  of  information  between  state,  local  and  federal  agencies  nationwide; 
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•  The  federal  government  is  the  single  largest  consumer  of  state  and  local  justice 
information  and  is  dependent  upon  the  information  sharing  capabilities  of  the  state 
and  local  agencies  that  comprise  this  nationwide  system; 

•  Federal  support  of  the  National  Technical  Assistance  and  Training  Program 
facilitates  the  effective  and  targeted  expenditures  of  other  federal  justice  assistance 
monies;  and 

•  Services  provided  by  the  National  Technical  Assistance  and  Training  Program  act  as 
"seed"  monies,  leveraging  state  and  local  monies  that  then  build  upon  the  foundation 
established  by  the  National  Program. 

The  National  Technical  Assistance  and  Training  Program  focuses  on  identifying  state 
and  local  criminal  justice  information  management  problems  nationwide,  and  develops 
solutions  that  not  only  benefit  individual  agencies,  but  that  promote  compatibility  and 
consistency  with  other  state,  local  and  federal  systems. 

The  Program  replicates  and  disseminates  successful  information  management 
strategies  on  a  national  basis,  emphasizing  the  efficient  and  timely  sharing  of  high- 
quality  information,  and,  thus,  improving  the  effectiveness  of  the  administration  of 
justice.  The  Program  also  develops  national  strategies  for  the  successful  transfer  of 
technology  throughout  the  nation's  criminal  justice  agencies. 

The  ability  of  SEARCH'S  Technical  Assistance  and  Training  Program  to  provide 
solutions  for  state  and  local  criminal  justice  agencies  in  a  manner  consistent  with  the 
development  of  a  national  criminal  justice  information  system  could  not  be  achieved 
without  federal  funding.  No  individual  state  or  local  agency  would  use  grant  monies  to 
go  beyond  their  specific  needs  to  track  national  trends,  develop  national  strategies,  and 
identify  and  replicate  successful  information  management  applications  for  use  elsewhere. 
The  National  Technical  Assistance  and  Training  Program  complements  various  federal 
funding  strategies  for  grants  to  state  and  local  agencies  by  meeting  the  needs  of  the 
individual  agencies,  and,  at  the  same  time,  bringing  the  perspective  of  a  national  criminal 
justice  information  system  to  individual  state  and  local  agency  plans.  This  approach 
maximizes  the  use  of  every  federal  grant  dollar  by  using  the  grant  monies  on  individual 
agency  or  jurisdictional  needs  as  determined  through  expert  technical  assistance,  while 
assuring  that  the  federal  monies  are  also  used  in  a  manner  that  has  a  national  benefit. 
SEARCH'S  National  Technical  Assistance  and  Training  Program  has  made  a  vital 
contribution  to  the  design  of  state  and  local  automated  systems  that  meet  the  goals  of  a 
nationwide  system,  specifically:  interstate  sharing  of  information,  data  quality  and 
timeliness. 

Federal  funding  for  the  National  Program  is  also  critical  because  it  provides  a 
foundation  for  solutions  that  state  and  local  agencies  can  build  upon.  SEARCH  assistance 
under  the  Technical  Assistance  and  Training  Program  is  often  leveraged  many  times  over 
and  complemented  by  state  and  local  funding. 

For  instance,  SEARCH  is  providing  long-term  technical  assistance  to  Ingham 
County,  Michigan,  to  help  the  county  justice  agencies  (sheriffs  department;  district, 
circuit  and  probate  courts;  prosecutor's  office;  and  key  police  departments)  integrate 
their  justice  information  systems.  SEARCH  .has  been  at  the  forefront  in  developing  a 
national  strategy  for  integrating  justice  information  systems  that  will  reduce  information 
duplication,  improve  the  accuracy  of  justice  information  and  promote  information 
sharing.  In  Ingham  County,  not  only  is  SEARCH  helping  the  county  plan  for  the 
integration  of  its  justice  systems,  but,  through  the  National  Technical  Assistance  and 
Training  Program,  SEARCH  services  to  the  county  are  creating  the  foundation  for  the 
county  to  procure  a  systems  development  contract  with  private  sector  business.  While 
representatives  of  Ingham  County  justice  and  data  processing  agencies  had  their  own 
funding  source  to  procure  the  technology  for  an  integrated  system,  they  sought 
independent  and  objective  expertise  to  undertake  and  plan  for  such  a  highly  technical  and 
difficult  project. 

Through  the  National  Technical  Assistance  and  Training  Program,  SEARCH  helped 
Ingham  County  conduct  a  technical  assessment  of  system  information  needs,  identify 
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potential  technical  and  organizational  problems,  and  develop  a  strategy  for  implementing 
an  integrated  system.  Ingham  County  has  developed  and  released  a  request  for  proposals 
that  will  result  in  a  contract  with  one  or  more  private  sector  businesses  for  both  computer 
hardware  and  software  to  develop  a  countywide  integrated  criminal  justice  information 
system.  In  this  manner,  Ingham  County  was  able  to  draw  upon  SEARCH'S  experience  in 
planning  for  and  implementing  integrated  systems,  while  using  county  funding  to 
contract  with  the  private  sector  for  integration  services. 

The  Ingham  County  example  not  only  demonstrates  how  federal  funding  can  be 
leveraged  with  local  dollars,  but,  as  is  true  in  many  cases  with  the  National  Technical 
Assistance  and  Training  Program,  how  SEARCH  assistance  provides  a  foundation  that 
results  in  significant  contracts  for  private  sector  business. 

Indeed,  SEARCH  continues  to  be  extremely  sensitive  to  the  private  sector  business 
industry  and  strives  to  complement  and  support  private  sector  activities.  The  National 
Technical  Assistance  and  Training  Program  particularly  focuses  on  work  that  is  vital  to 
the  criminal  justice  community  that  the  private  sector  does  not  provide. 

Benefits  of  the  National  Program 

SEARCH'S  National  Technical  Assistance  and  Training  Program: 

•  Facilitates  the  development  and  implementation  of  state-of-the-art  computer 
capabilities  among  state  and  local  criminal  justice  agencies  with  an  emphasis  on 
compatibility  throughout  the  nation; 

•  Improves  the  accuracy,  completeness  and  reliability  of  arrest,  conviction  and  other 
criminal  justice  information; 

•  Increases  the  information  capabilities  of  criminal  justice  agencies,  particularly  small- 
and  medium-sized  criminal  justice  agencies  which  often  lack  financial  resources  and 
specialized  computer  personnel  to  operate  computer  systems  in  a  cost-efficient  and 
effective  manner;  and 

•  Improves  the  information  system  capabilities  and  proficiency  of  criminal  justice 
officials,  resulting  in  a  nationwide  cadre  of  law  enforcement  officials  trained  in 
microcomputer  technology  and  its  application  to  law  enforcement. 

SEARCH'S  National  Technical  Assistance  and  Training  Program  assists  agencies  in 
developing  the  information  resources  which  are  critical  in  the  reliable  and  timely 
identification  of  suspects  and  offenders;  the  effective  prosecution  and  adjudication  of 
offenders,  including  drug-related  offenders;  the  efficient  use  of  criminal  justice 
resources;  and  the  production  of  comprehensive  and  compatible  criminal  justice  statistics 
and  research  information. 

Furthermore,  the  National  Technical  Assistance  and  Training  Program  provides 
essential  infrastructure  support  to  targeted  block  and  discretionary  grant  anti-crime  and 
anti-drug  initiatives.  Without  information  technology  support,  these  initiatives  are 
handicapped. 

Technical  Assistance  Program 

SEARCH  provides  technical  assistance  via  written  correspondence,  telephone 
consultations  or  electronic  mail,  and  when  the  needs  of  agencies  require,  SEARCH 
provides  on-site  technical  assistance. 

In-house  Technical  Assistance 

SEARCH'S  program  of  in-house  technical  assistance  provides  access  to  a  unique, 
centralized  source  of  data  about  information  management  systems  and  related 
technologies  that  would  otherwise  be  beyond  the  reach  of  most  criminal  justice  agencies 
and,  particularly,  small-  and  medium-sized  agencies.  Simply  by  placing  a  telephone  call 
or  sending  electronic  mail,  state  and  local  criminal  justice  agencies  have  immediate 
access  to  the  specialized  knowledge  of  SEARCH'S  professional  staff.  Under  FY  1996 


907 


funding,  SEARCH  will  respond  to  several  hundred  telephone  calls  requesting  technical 
assistance,  which,  on  average,  require  two  hours  of  staff  time  to  effectively  respond. 

The  nature  and  scope  of  in-house  technical  assistance  varies  considerably,  but  can 
involve  the  following:  providing  technical  consultations  on  the  planning,  implementation 
or  operation  of  automated  systems,  such  as  network  configurations,  software  installations 
and  technical  innovations;  conducting  in-depth  research;  making  referrals  to  other 
appropriate  resource  providers;  and  providing  answers  to  questions  on  a  wide  range  of 
topics  related  to  justice  automation.. 

On-site  Technical  Assistance 

The  Technical  Assistance  Program  also  provides  on-site  assistance  to  agencies 
throughout  the  nation  that  are  predominantly  nonautomated  or  lagging  in  automation, 
and  which  have  special  needs  in  automating  their  information  systems.  Priority  for 
technical  assistance  is  given  to  block  grant  recipients,  and  among  them,  to  grantees 
planning  for  and/or  implementing  multijurisdictional  or  statewide  information  systems. 
Since  1986,  SEARCH  has  provided  technical  assistance  to  scores  of  agencies  in  every 
state,  representing  all  components  of  the  criminal  justice  system. 

The  majority  of  technical  assistance  is  completed  within  one  month,  consists  of  a 
single  site  visit  by  two  staff  for  approximately  2-3  days  duration,  and  includes  staff 
preparation,  follow-up  and  production  of  a  formal  report.  The  following  illustrates  just  a 
few  examples  of  SEARCH  on-site  technical  assistance  in  the  past  year. 

SEARCH  provided  technical  assistance  to  the  Summerville  (South  Carolina)  Police 
Department.  SEARCH  completed  a  comprehensive  needs  assessment  of  the  department 
and  assisted  in  planning  for  the  improvement  of  the  department's  existing  systems. 
SEARCH  then  assisted  in  the  development  of  a  network  framework  for  information 
sharing  between  the  department,  municipal  court  and  the  county  jail. 

The  Albuquerque  (New  Mexico)  Police  Department  recently  embarked  on  a 
community  policing  program  and  requested  SEARCH'S  assistance  with  the  program. 
SEARCH  is  providing  an  analysis  of  the  department's  current  records  management 
system,  and  helping  plan  for  the  department's  current  and  future  records  management 
needs. 

SEARCH  provided  assistance  to  Madison  County  (Tennessee)  in  the  development  of 
a  countywide  automation  plan.  The  County  requested  SEARCH'S  assistance  in 
developing  linkages  between  justice  agencies  to  share  data  for  more  effective 
decisionmaking  and  efficient  use  of  resources. 

In  Bradford  County,  Florida,  SEARCH  assisted  the  Sheriffs  Department  in 
developing  a  comprehensive  approach  to  automating  manual  processes  within  the 
department  and  improving  the  flow  of  information.  In  Winter  Haven,  Florida,  SEARCH 
is  also  providing  technical  assistance  to  the  City  Manager's  Office.  The  City  Manager 
requested  assistance  in  designing  a  computer-aided  dispatch  (CAD)  system  for  the  police 
department  and  emergency  services.  SEARCH  is  working  with  the  City  Manager,  Police 
Chief,  Information  Services  Director,  Fire  Chief,  Support  Services,  Communications  and 
Records  Director,  and  other  law  enforcement  and  records  personnel. 

SEARCH  is  providing  on-site  technical  assistance  to  the  Philadelphia  (Pennsylvania) 
Housing  Authority  Police  Department.  The  department,  which  is  the  fourth  largest  police 
department  in  Pennsylvania,  requested  assistance  in  developing  an  agencywide 
automation  plan. 

Beyond  these  efforts  to  provide  short-term  assistance,  there  exists  a  pressing  need  to 
provide  more  extensive,  long-term  technical  assistance  to  states  and/or  agencies  within 
states  to  address  the  technically  complex  and  sophisticated  planning,  design  and 
implementation  issues  associated  with  developing  integrated  or  consolidated  information 
systems  within  and  between  justice  agencies;  and  to  assist  these  jurisdictions  in 
developing  state-,  county-  or  citywide  plans  for  justice  information  systems  and 
technology  and  improvements  in  criminal  records. 
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In  response,  SEARCH  provides  a  limited  number  of  agencies  with  technical  support 
for  extended  periods  of  time,  including  multiple  on-site  visits,  research  and,  often  times, 
complementary  training  sessions.  During  such  a  project,  SEARCH  will  often  work  with  a 
variety  of  justice  agencies,  including  police  departments,  courts,  and  prosecutorial, 
probation,  parole,  corrections  and  case  management  offices.  In  our  experience,  this  type 
of  project  often  produces  knowledge  and  products  suitable  for  transfer  to  other 
jurisdictions.  Indeed,  the  vast  majority  of  SEARCH'S  technical  assistance  is 
multijurisdictional.  When  SEARCH  provides  technical  assistance  in  one  state,  SEARCH 
often  involves  practitioners  from  surrounding  jurisdictions. 

This  type  of  on-site  assistance  typically  involves  helping  a  state  or  agency  establish 
an  automated  justice  information  system,  evaluate  and  plan  for  statewide  integration  of 
existing  automated  justice  information  systems,  or  assistance  in  enhancing,  expanding  or 
implementing  a  computerized  criminal  history  repository  program. 

SEARCH  is  providing  long-term  technical  assistance  to  Ingham  County,  Michigan, 
with  the  integration  of  its  county  justice  agency  information  systems,  as  described  earlier. 

With  Fiscal  Year  1997  funding  at  the  requested  level,  SEARCH  would  expect  to 
provide  on-site  technical  assistance  to  several  dozen  criminal  justice  agencies. 

National  Training  Program 

Since  its  inception  in  1986,  SEARCH'S  National  Technical  Assistance  and  Training 
Program  has  trained  over  16,000  criminal  justice  officials  from  every  state  in  the  use  of 
computers  and  other  information  technologies.  In  FY  1996  alone,  SEARCH  will  provide 
training  to  approximately  1400  state  and  local  criminal  justice  officials  across  the  nation. 

SEARCH'S  National  Criminal  Justice  Computer  Laboratory  and  Training  center  in 
Sacramento  serves  as  a  hands-on  resource  for  criminal  justice  practitioners  to  learn  about 
and  evaluate  computer  technology.  The  National  Computer  Laboratory  and  Training 
Center  is  presently  configured  with  20  microcomputers  using  various  operating  systems 
and  is  equipped  with  state-of-the-art  training  technology.  It  is  critical  that  this  technology 
be  maintained  and  updated  on  a  regular  basis. 

Training  sessions  are  customarily  three  to  five  days  in  length  and  are  normally 
limited  to  25  students,  thus  affording  a  high  instructor  to  student  ratio.  Courses  focus  on 
the  development,  use  and  implementation  of  information  technology  in  law  enforcement 
agencies,  including  introductory  courses  on  microcomputer  technology  for  criminal 
justice  agencies,  data  processing  for  law  enforcement  managers,  as  well  as  advanced 
coursework  in  topics  such  as  planning  for  automated  systems,  crime  analysis,  and  the 
investigation  of  computer  crime. 

During  April  1996,  SEARCH  provided  training  in  Keene,  New  Hampshire.  The 
training  course  was  co-sponsored  by  the  Keene  Police  Department.  Students  attending 
the  course  represented  local  law  enforcement  agencies  from  throughout  New  Hampshire, 
as  well  as  the  New  Hampshire  State  Police,  Attorney  General's  Office,  and  Liquor 
Enforcement  Agency.  Local  law  enforcement  agencies  from  Vermont  and  Massachusetts 
also  attended  the  course. 

SEARCH  training  in  a  particular  state  attracts  participants  from  various  state,  federal 
and  local  agencies  and,  often,  from  agencies  in  neighboring  states.  For  example,  on 
September  11-15,  1995,  SEARCH  conducted  a  training  course  in  Fairmont,  West 
Virginia,  which  was  hosted  by  the  National  White  Collar  Crime  Center.  Students 
representing  police  departments  and  sheriff's  offices  from  throughout  West  Virginia 
were  in  attendance,  as  well  as  students  from  law  enforcement  agencies  in  Pennsylvania, 
Florida,  the  District  of  Columbia,  California,  New  York,  Virginia,  Missouri, 
Massachusetts  and  Maryland. 

Similarly,  on  June  12-16,  1995,  SEARCH  held  a  training  course  at  the  New  York 
District  Attorney's  Office  in  New  York  City.  Officers  and  staff  from  both  New  York  and 
New  Jersey  district  attorneys'  and  sheriffs'  offices  and  police  departments  attended  the 
training. 
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SEARCH  has  joined  forces  on  several  occasions  with  the  Los  Alamos,  New  Mexico, 
National  Laboratories  and  the  High  Technology  Crime  Investigation  Association  to 
provide  several  high  technology  training  courses  at  the  National  Laboratories.  SEARCH 
provided  training  during  February  and  April  of  1996  at  the  Laboratories.  In  addition, 
SEARCH  provided  a  training  seminar  for  the  National  Association  of  Attorney's  General 
at  their  meeting  in  February  in  Albuquerque. 

On  October  30-November  3,  1995,  students  attending  a  SEARCH  Training  Course  in 
Davenport,  Iowa,  represented  law  enforcement  agencies  from  Iowa,  Florida,  Minnesota, 
Illinois,  Kansas  and  Wisconsin. 

On  June  19-23,  1995,  SEARCH  conducted  training  in  Cleveland,  Ohio.  Students  in 
attendance  represented  sheriff's  offices  and  police  departments  from  throughout  the  state 
of  Ohio.  In  addition,  representatives  from  the  U.S.  Postal  Service,  Ohio  Highway  Patrol, 
Federal  Bureau  of  Investigation,  U.S.  Attorney's  Office  and  the  Bureau  of  Alcohol, 
Tobacco  and  Firearms  attended  the  course. 

Training  in  Costa  Mesa,  California,  on  August  14-18,  1995,  was  cosponsored  by  the 
Los  Angeles  office  of  the  U.S.  Attorney,  and  students  represented  California  police 
departments  and  sheriffs  offices,  the  U.S.  Customs  Services,  Los  Angeles  office  of  the 
FBI,  the  Medford  (Massachusetts)  Police  Department,  U.S.  Department  of  Justice,  U.S. 
Naval  Criminal  Investigative  Service,  and  the  Chicago  (Illinois)  Postal  Inspection 
Services. 

A  training  course  is  scheduled  for  law  enforcement  agencies  in  New  Jersey  on  June 
10-14,  1996. 

During  FY  '96,  SEARCH  has  also  provided  numerous  training  seminars  at  the 
National  Criminal  Justice  Computer  Laboratory  and  Training  Center  located  at  SEARCH 
headquarters  in  California.  Criminal  justice  practitioners  from  throughout  the  nation  are 
eligible  to  attend. 

Technical  Assistance  and  Training  Program  Materials 

SEARCH'S  National  Technical  Assistance  and  Training  Program  also  includes  the 
preparation,  publication  and  national  dissemination  of  materials  and  reports  that  assist 
criminal  justice  agencies  in  acquiring  and  using  computers  and  other  information 
technology.  SEARCH  publishes  quarterly  Technical  Bulletins  that  identify  and  evaluate 
information  systems  and  technologies  that  have  existing  or  potential  application  in 
criminal  justice  management.  The  Bulletins  are  a  vital  resource  for  criminal  justice 
practitioners  who  receive  them  and  help  to  identify  and  encourage  potential  markets  for 
private  sector  development.  The  Bulletins  are  mailed  to  over  1600  criminal  justice 
practitioners,  and  are  also  made  available  electronically  via  the  SEARCH  Bulletin  Board 
System  and  the  Internet. 

Other  types  of  SEARCH  technical  publications  have  included  reports  on  such  topical 
issues  as:  countywide  justice  integration,  the  implementation  of  the  FBI's  Integrated 
Automated  Fingerprint  Identification  System  (IAFIS);  biometric  technologies;  directories 
which  identify  existing  information  systems  for  potential  transfer,  program  briefs,  which 
guide  agencies  in  implementing  automated  systems;  and  comprehensive  documentation 
for  SEARCH-authored  public  domain  software.  - 

Conclusion 

Federal  support  for  SEARCH'S  National  Technical  Assistance  and  Training  Program 
does  not  promise  a  quick  victory  or  big  headlines  in  the  war  against  crime  and  drugs. 
But,  without  question,  federal  support  for  the  National  Technical  Assistance  and  Training 
Program  makes  a  vital  contribution  to  the  war  on  crime  and  drugs.  For  a  modest  federal 
investment,  leveraged  many  times  over  by  state  and  local  funds,  a  critical  contribution  is 
made  to  the  ability  of  state  and  local  criminal  justice  agencies  to  provide  timely,  accurate 
and  compatible  information  for  use  in  apprehending,  prosecuting  and  sentencing 
offenders. 
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Accordingly,  we  respectfully  request  that  the  Subcommittee  act  to  ensure  Fiscal  Year 
1997  funding  of  SEARCH'S  National  Technical  Assistance  and  Training  Program  at  the 
$1  million  level. 

We  thank  you,  Mr.  Chairman,  the  members  of  your  Subcommittee  and  the 
Subcommittee  staff  for  your  continued  support. 


PREPARED  STATEMENT  OF  JOHN  A.  CALHOUN,  EXECUTIVE  DIRECTOR, 
NATIONAL  CRIME  PREVENTION  COUNCIL 

Thank  you,  Mister  Chairman,  for  this  opportunity  to  have  the  National  Crime  Prevention  Council 
(NCPC)  submit  testimony  to  this  subcommittee  this  year.  I  am  John  A.  Calhoun,  NCPC's 
Executive  Director. 

A  Serbian  priest  told  two  stories  about  his  country,  the  former  Yugoslavia.  In  one,  God  visited  a 
peasant  and  said  to  him,  "I  will  grant  you  any  wish,  but  know  that  your  neighbor  will  benefit 
double  from  your  wish."  The  peasant  replied  instantly,  "Lord,  take  out  one  of  my  eyes."  The 
other  story  is  of  two  brothers  sharing  a  bountiful  corn  harvest.  They  split  it  fifty-fifty  In  the 
middle  of  the  night,  one  brother  said  to  himself,  "My  brother  has  ten  children.  I'm  a  bachelor.  I 
don't  need  all  this  corn."  So  he  loaded  half  of  his  half  into  a  cart,  hitched  up  his  donkey,  and  that 
night  rode  toward  his  brother's  house.  In  the  meantime,  his  brother  thought,  "My  brother's  a 
bachelor.  He  lives  alone.  How  wonderful  it  would  be  if  I  gave  him  half  of  my  half  so  he  could 
share  it  with  his  neighbors  and  feel  more  a  part  of  his  community." 

They  met  in  the  middle  of  the  road  on  a  moonlit  night,  each  ready  to  share. 

As  in  these  "parables,"  we  see  in  this  country  the  forces  of  retribution  competing  with  those  which 
would  rebuild  our  communities,  making  them  both  safe  and  healthy  places. 

You  have  funded  NCPC  to  be  the  nation's  focal  point  for  crime  prevention.  Our  central  mission 
is  to  prevent  crime  and  to  build  communities  in  which  children  can  be  children  and  isolated,  fearful 
people  can  become  active,  involved  citizens. 

To  prevent  crime  and  create  communities  in  which  there  is  safety  and  social  cohesion,  we  must  all 
operate  on  three  levels: 

♦  Protection  of  self,  loved  ones,  and  property. 

♦  Passionate  civic  involvement: 

—  People  actively  involved  in  making  communities  safer  and  better. 

♦  Implementing  policies  that  we  know  work. 

We  must  lock  up  the  most  violent.  But  without  an  equally  zealous  commitment  to  prevention,  we 
have  a  distorted  policy,  one  which  will  fail  We  guarantee  light,  heat,  food,  and  health  care  in 
prison,  a  policy  costing  us  about  $30,000  a  year  per  prisoner,  and  yet  we  spend  less  than  $5,000  a 
year  for  each  child  in  public  school. 

The  Rand  Corporation  reports  a  frightening  statistic:  if  current  spending  trends  continue  in 
California,  by  the  year  2002,  18%  of  the  State  budget  will  be  spent  on  corrections  and  1%  on 
higher  education 

We  have  learned  some  things: 

♦  The  major  correlate  relating  to  prison  is  dropping  out  of  high  school:  82%  of 
prisoners  are  high  school  dropouts 


911 


♦  Abusive  families  produce  trouble  for  everyone  in  the  community. 

♦  Parents  who  have  to  raise  children  alone  without  a  supportive  community  can 
produce  angry,  lonely  kids.  Many  kids  do  not  feel  beholden  to  others 

♦  Citizens  gripped  with  crime-related  fear  lose  connection  with  their  communities, 
withdraw  from  civic  life,  and  thus  give  crime  a  chance  to  flourish.  Isolation  kills 
individuals  and  communities. 

♦  Unemployment  and  easy  availability  of  drugs  and  guns  can  breed  violence  and 
other  crimes. 

♦  Mistrusting,  non-cohesive  neighborhoods  produce  trouble.  There  are 
neighborhoods,  anomalies,  that  ostensibly  should  be  prone  to  crime  and  are  not. 
They  are  not,  because  of  the  high  degree  of  support  residents  give  each  other. 

♦  Conversely,  tight,  caring  neighborhoods  with  citizens  who  look  out  and  care  for 
one  another  and  each  other's  children  have  lower  crime  rates. 

♦  Big  Brother/Big  Sister  types  of  programs  work:  kids  do  better  in  school,  feel 
better  about  themselves,  and  their  involvement  in  crime  is  lower  than  in 
comparison  groups. 

♦  We  know  that  a  caring,  reliable  adult  who  gives  constancy,  has  high  expectations, 
and  provides  support,  is  essential  for  every  child. 

♦  Through  out  work  in  communities  across  America,  we  know  that  when  key 
entities  in  the  community  are  brought  together  —  police,  social  services,  health, 
schools,  public  housing,  the  faith  community,  business,  foundations,  and  others  — 
that  when  everyone  agrees  to  play  a  role  —  crime  can  and  will  be  reduced.  We 
have  seen  it  work. 

Your  funds  have  gone  a  long  way.  To  cite  a  few  examples: 

♦  We  produce  pamphlets,  books,  and  documents  for  the  field  ranging  from  materials 
for  school  children,  mailed  to  71,000  elementary  schools,  to  our  recently  produced 
book,  350  Tested  Strategies  to  Prevent  Crime:  A  Resource  for  Municipal 
Agencies  and  Community  Groups,  for  local  policymakers  throughout  the  country. 

♦  We  have  helped  cities  set  up  comprehensive  planning  teams,  the  undergirding 
thesis  of  which  is  that  crime  will  not  be  reduced  unless  everyone  agrees  to  do 
something  about  crime.  And  we  have  seen  crime  drop.  In  San  Antonio,  for 
instance,  the  recommendations  range  from  support  for  families  and  children 
through  recreation,  extended  school  days,  to  summer  jobs  to  curfews,  tougher 
truancy  laws,  and  to  fixing  greater  parental  responsibility. 

♦  We  have  seen  crime  drop  and  citizens  gain  hope  in  some  of  the  most  troubled 
neighborhoods  in  our  country. 

♦  Peter  Jennings  on  his  America  Agenda  featured  our  Youth  as  Resources  program, 
in  which  teens  roll  up  their  sleeves  to  attack  social  issues  facing  their  communities. 

♦  We  commissioned  a  Harris  poll  to  learn  how  crime  and  violence  affect  teens 
(cutting  school,  dropping  out  of  school,  carrying  weapons  to  school,  etc.).  The 
poll  uncovered  an  absolutely  remarkable  fact,  namely,  that  9  out  of  10  teens  would 
volunteer  to  do  something  about  crime  and  violence  if  only  they  knew  what  to  do. 
Those  of  you  who  are  parents  and  grandparents  know  of  teens  colossal  energy  and 
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commitment    Rather  than  cringe  at  the  arrival  of  the  anticipated  increasing  number 
of  teens,  communities  must  welcome  them  and  enlist  them  as  resources. 

This  subcommittee  faces  difficult  choices  on  how  to  allocate  funds.  Let  me  share  with  you  not 
only  what  we've  done  but  how  far  your  dollar  goes: 

♦  One  taxpayer  dollar  invested  in  NCPC's  public  service  advertising  generates 
roughly  $150  worth  of  free  media  time.  Last  year  NCPC's  was  the  No.  1  public  ad 
campaign  in  the  nation,  generating  $92  million  worth  of  free  public  service 
advertising. 

♦  One  dollar  invested  in  our  publications  results  in  roughly  $500  worth  of  our 
material  reproduced  and  disseminated  by  others.  For  example,  50,000  police 
chiefs,  community  organizations,  and  civic  leaders  received  our  comprehensive 
Crime  Prevention  Month  Kit.  These  groups  reproduced  and  disseminated  an 
astounding  824  million  pieces  of  material  from  the  kit. 

♦  We  trained  thousands  of  police  officers  and  municipal  and  community  leaders  A 
significant  portion  of  them  are  trained  to  train  others,  thus  multiplying  the 
effectiveness  of  your  investment. 

♦  We  work  in  close  partnership  with  the  Bureau  of  Justice  Assistance,  work 
augmented  and  spread  by  the  136  member  organizations  of  the  Crime  Prevention 
Coalition. 

♦  We  engage  major  corporations  such  as  Radio  Shack,  Allstate,  ADT,  ITT, 
Motorola,  and  private  foundations  such  as  Mott  and  MacArthur  as  partners,  to 
supplement  the  federal  dollar. 

♦  We  leverage  the  energy  of  others  We  helped  the  Boy  Scouts  develop  a  crime 
prevention  merit  badge  which  will  debut  this  May.  Millions  of  youngsters  will 
become  involved  in  prevention. 

♦  And  this  year  all  15,000  American  Legion  posts  will  distribute  our  child  safety 
material. 

The  National  Charities  Information  Bureau,  the  agency  which  assesses  and  rates  the  health  of 
non-profits,  has  given  NCPC  the  highest  marks  along  with  groups  such  as  the  American  Red 
Cross.  We've  received  extensive  publicity  from  the  media  such  as  The  New  York  Times,  Reader's 
Digest,  the  Weekly  Reader,  and  the  Ladies  Home  Journal. 

Although  we  must  lock  up  the  most  violent,  we  cannot  jail  our  way  out  of  the  crime  problem. 
Ruben  Ortega,  Chief  of  Police  in  Salt  Lake  City,  describing  himself  "...as  a  conservative,  who  has 
locked  up  more  people  than  I  can  count,"  said,  "We  must  stop  the  flow.  We  must  focus  on 
children  and  youth  and  rebuild  communities  "  California's  Attorney  General  Dan  Lungren  — 
your  former  colleague  —  commissioned  a  task  force  that  produced  Violence  Prevention:  A  Vision 
of  Hope,  a  report  that  calls  for  far-reaching,  comprehensive  crime  prevention  programs.  The 
National  League  of  Cities,  the  U.S.  Conference  of  Mayors,  and  others  have  said  the  same. 
Citizen-approved  special  taxes  in  Ft.  Worth,  Norfolk,  and  Kansas  City  are  now  being  devoted  to 
crime  prevention.  Seized  assets  in  St.  Petersburg  are  being  distributed  by  a  committee  made  up  of 
citizens  and  police,  for  both  law  enforcement  and  for  community  crime  prevention  programs 

Your  funding  has  allowed  us  to  perform  vanguard  work  in  the  areas  of  youth  violence  prevention, 
comprehensive  community  planning,  crime  prevention  through  environmental  design,  and  youth  in 
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Our  reach  is  extensive.  But  the  demands  on  us  are  enormous.  You  ask  municipalities  to  do  more, 
and  they  in  turn  increasingly  turn  to  us  for  advice,  assistance,  and  material. 

We  receive  calls  and  letters  daily,  from  children,  mayors,  parents,  public  safety  directors  —  about 
any  number  of  topics:  graffiti,  gangs,  crimes  against  women,  crime  prevention  curricula  —  to 
name  only  a  few.  It  is  hard  to  keep  up.  And  we  help  seed  local  crime  prevention  initiatives. 

With  the  millions  —  even  billions  —  of  dollars  being  devoted  to  crime  control,  we  would  ask  for 
only  a  small  amount  —  $4  million  for  our  CORE  grant,  and  $1  million  for  the  highly  effective 
Teens,  Crime,  and  the  Community  program  funded  through  the  Office  of  Juvenile  Justice  and 
Delinquency  Prevention.  We  have  not  requested  an  increase  in  three  years  and  must  do  so  now 
only  to  keep  up  with  the  great  demand  from  local  governments  and  citizen  groups  for  our  services 
and  products. 

Teens,  Crime,  and  the  Community  effectively  combines  a  curriculum  with  an  action  component, 
asking  teens  to  roll  up  their  sleeves  to  design  and  run  crime  and  drug  and  violence  prevention 
projects    It  has  spread  throughout  the  country. 

Demographic  determinists  talk  about  a  potentially  frightening  wave  of  teenagers  who  will  make 
1997  crime  rates  look  like  Camelot.  People  are  scared  Our  task  is  to  create  communities  that  can 
and  will  welcome  the  next  generation,  not  fear  it. 

In  essence,  Members  of  the  Committee,  what  you  are  funding  is  hope.  My  thanks. 


PREPARED  STATEMENT  OF  JAMES  J.  LAWRENCE,  PAST  PRESIDENT, 
INTERNATIONAL  COMMUNITY  CORRECTIONS  ASSOCIATION 

I  would  like  to  take  this  opportunity  to  thank  Chairman  Gregg  and  members  of  the  subcommittee 
for  providing  our  association  with  the  opportunity  to  present  testimony  in  regard  to  community 
corrections  programs. 

The  International  Community  Corrections  Association  (ICCA),  founded  in  1964,  represents 
more  than  250  private  agencies  operating  over  1,500  residential  and  non-residential  programs 
throughout  the  United  States. 

ICCA  urges  the  committee  to  reexamine  the  current  federal  prison  construction  program  and  to 
place  a  higher  priority  on  the  expansion  of  intermediate  sanctions  projects.  ICCA  supports 
community-based  residential  facilities  that  operate  intermediate  sanction  programs  for  offenders 
who  do  not  pose  a  risk  to  public  safety. 

ICCA  urges  Congress  to  evaluate  the  current  Federal  Sentencing  Guidelines'  impact  and  to 
advocate  greater  judicial  flexibility  in  ordering  intermediate  sanctions  for  greater  numbers  of 
offenders  convicted  of  non-assaultive  crimes. 

America  incarcerates  more  people  per  capita  than  any  other  country  in  the  world,  455  per 
100,000.  as  compared  to  the  United  Kingdom's  rate  of  98  per  100.000.  And,  one  out  of  four 
black  males  between  the  ages  of  18  and  29  is  under  some  type  of  correctional  supervision.  If 
current  practices  continue,  America  will  risk  losing  a  large  portion  of  its  future  generations  to  a 
cycle  of  incarceration,  unemployment,  broken  families  and  poverty. 

Today,  it  costs  more  to  house  a  prisoner  for  one  year  than  for  one  year  of  tuition  at  a  private 
college.  Incarcerating  the  more  than  one  million  persons  in  the  United  States  is  costing 
taxpayers  $20  billion  a  year.  It  costs  as  much  as  $110,000  to  build  one  prison  cell  and  an 
average  of  $19,244  to  house,  feed  and  clothe  one  inmate. 
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Intermediate  sanctions  include  a  wide  range  of  options  including  pre-trial  supervision,  probation 
and  parole,  intensive  supervision,  fines  and  day  fines,  restitution,  forfeiture,  impoundment, 
ignition  interlock,  community  service,  victim  offender  reconciliation,  home  confinement, 
electronic  monitoring,  day  reporting,  halfway  house,  residential  treatment  and  boot  camp.  These 
are  supported  with  a  variety  of  services  to  reduce  the  offender's  rate  of  return  including  drug 
testing  and  surveillance,  substance  abuse  treatment,  relapse  therapy,  counseling,  educational  and 
vocational  assistance,  job  training,  job  placement  and  parenting  training.  With  three  quarters  of 
the  offenders  being  drug  and  alcohol  abusers  and  high  school  dropouts,  providing  support  and 
treatment  will  be  critical  in  reducing  crime  in  America. 

If  appropriate  offenders  receive  drug  treatment,  literacy  training  and  job  placement  in  the 
community,  they  can  become  productive  members  of  that  community.  This  will  enable  them  to 
support  their  families,  build  their  neighborhoods  and  help  reduce  crime.  Stable  families,  with 
adequate  economic  support  and  opportunity  for  the  future,  are  the  best  anti-crime  measures. 

Many  of  our  members  contract  with  the  Federal  Bureau  of  Prisons  (FBOP)  to  provide 
community  correction  center  (halfway  house)  beds  for  federal  offenders.  There  were 
approximately  5,100  beds  under  contract  and  1,400  slots  for  Home  Confinement  in  FY-96.  The 
Bureau  of  Prisons  had  4,872  federal  offenders  in  Community  Correction  Center  (CCC)  beds  and 
1.216  in  Home  Confinement  (with  or  without  electronic  monitoring)  on  April  4,  1996,  for  a  total 
of  6,088. 

The  FBOP  has  made  a  concerted  effort  to  increase  utilization  of  CCC  beds  and  has  initiated 
other  community  corrections  sanctions  programs  such  as  Federal  Community  Sanction  Centers 
and  Home  Confinement  placements.  FBOP  Director,  Kathleen  Hawk,  initiated  an  executive 
order  in  April  1993  that  resulted  in  an  increase  of  CCC  beds  and  Home  Confinement 
placements.  In  addition,  the  FBOP  coordinated  a  national  interactive  teleconference  on 
community  corrections  that  was  watched  by  thousands,  including  FBOP  staff,  U.  S.  probation 
officers,  staff  from  state  correctional  agencies,  CCC  contractors  and  others  on  August  19,  1994. 
The  Bureau  continues  to  implement  management  strategies  to  help  ensure  the  utilization  of  all 
the  CCC  beds  and  Home  Confinement  placements  generated  by  this  concerted  effort  and  for 
which  it  is  under  contract  to  community  corrections  agencies. 

The  Federal  Bureau  of  Prisons  has  done  a  good  job  managing  the  resources  provided  them  for 
CCC  beds  and  Home  Confinement.  Offenders  are  being  placed  in  home  confinement  as  soon  as 
it  is  appropriate.  This  enables  more  offenders  to  be  placed  in  community  corrections  programs 
at  Vi  the  cost  of  a  CCC  bed.  Similarly,  the  offenders  in  CCC  beds  are  moved  to  home 
confinement  as  soon  as  it  is  appropriate.  The  net  effect  is  to  have  more  offenders  in  the 
community  in  the  appropriate  community  corrections  programs.  In  addition,  over  $12  million  is 
collected  each  year  from  the  offenders  in  these  programs  to  help  pay  for  these  community 
corrections  programs. 

The  FBOP  has  a  need  to  place  federal  offenders  in  halfway  houses  near  their  homes  in  order  to 
reintegrate  them  back  into  their  local  community.  This  reintegration  involves  employment, 
reestablishing  family  ties,  and  becoming  involved  in  alcohol,  drug  and  other  treatment/aftercare 
services. 

We  continue  to  work  with  the  FBOP  to  utilize  all  the  CCC  beds  and  Home  Confinement 
placement  slots  that  are  under  contract.  At  this  time,  we  are  working  with  the  Bureau  to 
establish  Purchase  of  Bed  contracts  (guaranteed  minimum  requirement  contracts).  We  think  this 
is  a  better  service  delivery  system  to  provide  efficient,  effective  and  quality  halfway  house 
services,  while  minimizing  any  risk  to  the  public  safety.  We  believe  this  for  the  following 
reasons. 

1 )        Contractors  bid  on  contracts  for  CCC  beds  with  the  expectation  that  these  beds 
will  be  utilized.   Contractors  incur  significant  capital  costs  and  operating  costs  to 
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provide  these  services.  Under  the  current  contract,  the  contractor  must  have  these 
beds  available  for  use  by  FBOP,  but  is  not  guaranteed  payment  unless  the  beds  arc 
utilized.  Naturally,  underutilization  of  the  beds  puts  the  contractor  in  a  cash-drain 
position,  thus  demanding  the  contractor  deliver  high-quality  performance  on  the 
contract  without  adequate  resources.  This  would  appear  inappropriate  as  it  places 
an  undue  financial  burden  on  the  contractor. 

2)  Agencies  need  to  have  the  ability  to  project  their  funding  needs  to  adequately 
operate  Community  Correction  Center  programs.  Underutilization  of  beds  by  the 
FBOP  makes  the  financial  planning  for  the  operation  of  Community  Correction 
Centers  nearly  impossible. 

3)  For  example,  if  a  contract  agency  has  only  75%  of  its  contract  services  fulfilled 
due  to  a  lack  of  FBOP  placements,  the  agency  realizes  a  25%  funding  shortage. 
As  the  bulk  of  a  contractor's  budget  is  for  personnel,  cuts  in  the  agency  budget 
equates  to  cuts  in  staffing  levels.  With  staffing  at  minimal  levels,  the  potential 
endangerment  to  the  public  increases.  This  would  seem  to  be  counter  productive 
to  the  FBOP's  and  the  contractor's  goal  to  provide  high-quality  services  while 
minimizing  any  risk  to  public  safety. 

4)  Contracting  for  the  purchase  of  beds  would  place  a  financial  incentive  on  the 
FBOP  to  place  appropriate  federal  offenders  in  CCC  beds.  At  present, 
underutilization  of  CCC  beds  places  all  the  financial  burden  on  the  contractor. 

5)  Numerous  State  Departments  of  Corrections  in  the  United  States  contract  for  the 
purchase  of  CCC  beds  (halfway  house  beds)  for  their  state  inmates,  i.e.,  Ohio, 
Michigan,  Washington,  Wisconsin,  Minnesota,  etc.  and  find  it  to  be  beneficial  to 
their  organization 

As  the  prison  population  of  the  Bureau  increases,  there  will  be  a  need  to  incrementally  increase 
the  number  of  CCC  Beds  and  Home  Confinement  Placement  Slots.  It  is  also  expected  that 
additional  federal  inmates  will  be  completing  comprehensive  alcohol  and  drug  programs  and 
will  be  eligible  for  placement  in  CCC  beds.  We  support  the  continuation  and  incremental 
expansion  of  CCC  Beds  and  Home  Confinement  Placement  Slots  in  FY-97. 

There  is  a  growing  support  for  the  greater  use  of  intermediate  sanctions.  A  recent  survey  of 
1 .000  citizens  in  America,  indicated  that  four  out  of  five  Americans  support  community-based 
corrections  services  for  selected  offenders,  provided  they  are  closely  supervised,  pay  restitution 
to  their  victims,  get  a  job  and  participate  in  substance  abuse  treatment  (1991  Survey  of  the 
Wirthlin  Group).  The  finding  of  this  survey  is  consistent  with  previous  public  opinion  polls  of 
The  Public  Agenda  Foundation,  Figgie  International,  Gallup  and  Harris  polls  which  found  that 
the  public  wants  tough  but  rehabilitative  programs  for  non-violent  offenders. 

Similarly,  an  American  Correctional  Association  National  Survey  found  that  three  out  of  four 
Americans  believed  a  balanced  approach  of  prevention,  punishment  and  treatment  is  better  at 
controlling  and  reducing  crime  than  punishment  alone  (Wirthlin  1995). 

At  the  state  and  local  levels,  intermediate  sanctions  should  be  the  presumptive  penalty  for 
misdemeanant  and  non-violent  felons.  Similarly,  it  should  be  the  presumptive  penalty  for 
violations  of  community  corrections  conditions,  probation  or  parole  as  long  as  those  violations 
were  for  non-criminal  behavior,  misdemeanors  or  non-violent  felonies. 

Intermediate  sanction  initiatives  should  be  a  public  and  private  partnership.  Both  local 
governments  and  private  agencies  operate  intermediate  sanctions  programs  successfully. 
Policymakers  should  encourage  federal,  state  and  local  governments  to  enter  into  partnerships  to 
plan,  implement  and  deliver  effective  intermediate  sanctions  programs.  The  National  Institute  of 
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Corrections  (NIC)  could  be  expanded  so  that  the  NIC  could  provide  assistance  to  state  and  local 
governments  that  wish  to  develop  or  expand  intermediate  sanctions  programs. 

The  current  Federal  Sentencing  Guidelines  and  mandatory  minimum  sentences  have  not  resulted 
in  a  more  rational  use  of  scarce  prison  resources.  They  have  resulted  in  more  non-violent  and 
low-level  drug  offenders  being  sentenced  to  federal  prison  for  longer  periods  of  time  and  fewer 
non-assaultive  offenders  being  sentenced  to  probation.  Additionally,  studies  now  indicate  that 
more  black  males  are  incarcerated  as  a  result  of  the  federal  guidelines. 

While  ICCA  supports  the  incarceration  of  high-volume  drug  dealers  and  of  white  collar 
criminals  who  destroy  the  moral  fabric  of  our  society,  it  does  not  support  the  preferred  use  of 
incarceration  of  most  non-assaultive  criminals. 

ICCA  believes  that  America  cannot  build  its  way  out  of  its  prison  and  jail  crisis.  Other  western 
countries  have  reduced  their  reliance  on  incarceration.  Our  nation  must  take  immediate  steps  to 
treat  non-assaultive  offenders  differently  than  violent,  predatory  offenders.  And,  America  must 
expand  the  number  and  type  of  intermediate  sanctions  for  these  non-assaultive  offenders. 

The  Attorney  General  has  stated  that  the  Justice  Department  would  like  to  see  an  increase  in 
appropriate  federal  offenders  being  placed  in  alternative  programs  in  the  community,  rather  than 
federal  prison. 

It  has  been  demonstrated  again  and  again  that  we  cannot  build  our  way  out  of  the  jail  and  prison 
overcrowding  crisis.  Jails  and  prisons  are  expensive,  scarce  resources  that  should  be  reserved 
for  violent  or  serious,  habitual  offenders  who  need  to  be  separated  from  society. 

Wc  believe  that  community  corrections  programs  are  the  major  policy  tool  to  manage  the 
population  of  our  federal  prisons. 

Wc  urge  you  to  fully  fund  the  appropriation  for  Community  Correction  Center  beds  so  that  all 
CCC  beds  and  Home  Confinement  placements  under  contract  with  the  FBOP  will  be  fully 
utilized.  Thank  you. 

PREPARED  STATEMENT  OF  THE  NATIONAL  COMMISSION  ON 
CORRECTIONAL  HEALTH  CARE 

Mr.  Chairman  and  distinguished  Members  of  the  Subcommittee,  thank  you  for  allowing  the 
National  Commission  on  Correctional  Health  Care  (NCCHC)  the  opportunity  to  submit 
testimony  related  to  the  FY97  appropriations  for  the  Department  of  Justice.  NCCHC  is  a  not- 
for-profit  organization  based  in  Chicago,  Illinois,  which  addresses  issues  relating  to  health  care 
within  our  nation's  jails,  prisons,  and  juvenile  detention  centers. 

The  National  Commission  is  supported  by  thirty-six  national  organizations  representing  the 
fields  of  health,  law  and  corrections,  including  the  American  Medical  Association;  the  National 
Sheriffs  Association;  the  National  Council  of  Juvenile  and  Family  Court  Judges;  the  American 
Psychiatric  Association;  and  the  National  Association  of  Counties.  NCCHC  offers  a  wide  range 
of  programs  and  services  designed  to  help  jail  and  prison  administrators  provide  necessary  health 
care  under  criteria  established  by  the  Supreme  Court.  We  set  standards  for  health  services; 
operate  a  voluntary  accreditation  program  for  institutions  that  meet  those  standards;  produce  and 
disseminate  resource  information;  provide  technical  assistance;  offer  a  quality  review  program; 
conduct  educational  trainings  and  conferences;  and  offer  a  certification  program  for  correctional 
health  care  professionals. 

Our  accreditation  program  provides  correctional  facilities  with  policies  and  procedures  that 
enable  their  health  systems  to  be  both  Constitutionally  and  medically  sound.  In  so  doing,  the 
program  has  aided  correctional  facilities  in  combating  lawsuits  alleging  improper  or  inadequate 
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health  care.  Since  the  program  began  in  the  mid-1970s,  there  has  been  no  instance  in  which  a 
correctional  facility,  while  accredited  by  our  organization,  has  suffered  an  adverse  judgment  in 
any  class  action  litigation  challenging  the  quality  or  availability  of  health  services.  We  accredit 
hundreds  of  prisons  and  jails  nationwide,  including  facilities  in  New  Hampshire,  South  Carolina, 
Nevada,  and  New  Jersey. 

Last  year,  we  came  before  the  Committee  to  enlist  its  support  for  an  initiative  which  NCCHC 
believes  is  critical  to  local  correctional  and  health  care  officials.  In  the  past  year,  since  the 
National  Commission  submitted  testimony  to  this  Committee,  11  million  people  have  been 
released  from  prisons  and  jails.  A  number  of  these  1 1  million  people  have  carried  infectious,  and 
even  deadly,  diseases  back  into  the  general  public.  NCCHC  requested  support  for  the  inclusion 
of  language  within  the  FY96  Commerce,  Justice,  State  and  Judiciary  appropriations  bill  that 
encouraged  the  National  Institute  of  Justice  (NIJ)  to  support  a  national  study  on  soon-to-be 
released  inmates.  The  need  for  that  study  has  only  increased  in  the  past  twelve  months.  For 
example,  recent  research  on  tuberculosis,  a  disease  that  is  500%  more  common  in  urban  jails 
than  in  the  general  population,  has  revealed  strains  that  are  resistant  to  seven  initial  drugs. 
Hepatitis  B  virus,  HIV  and  AIDS,  as  well  as  severe  and  persistent  psychiatric  disorders,  are  all 
widespread  in  the  correctional  environment.  The  study  NCCHC  proposed  would  identify  the  full 
extent  of  correctional  health  care  problems  and  help  correctional  administrators  and  Congress 
develop  effective  strategies  towards  resolving  these  issues. 

Mr.  Chairman,  thanks  to  the  members  of  this  Committee,  the  National  Commission  was  able  to 
secure  report  language  in  FY96  Commerce,  Justice,  State  and  Judiciary  Appropriations  bill  for 
this  work.  Furthermore,  with  the  assistance  of  this  Committee,  NCCHC  has  laid  the  groundwork 
to  establish  a  competitive  award  within  NIJ  that  will  provide  for  a  national  study  on  the  health 
status  of  soon-to-be  released  inmates.  Without  the  assistance  of  our  friends  in  Congress,  such  an 
opportunity  to  compete  for  Department  of  Justice  funding  -  critical  to  not-for-profit  national 
organizations  like  NCCHC  -  would  not  be  possible. 

Unfortunately,  to  date,  NIJ  has  not  indicated  when  they  plan  to  implement  a  competitive  award 
for  the  study.  It  is  in  this  vein  that  the  National  Commission  is  again  seeking  this  Committee's 
assistance.  NCCHC  recognizes  that  your  continued  support  will  be  vital  for  successful 
completion  of  this  critical  work.  Consequently,  NCCHC  is  requesting  that  the  Committee 
include  language  in  the  FY97  Commerce,  Justice,  State  and  Judiciary  Appropriations  bill  that 
will  again  call  for  a  national  study  and  provide  that  $3.3  million  of  the  funds  provided  to  NIJ  be 
used  to  support  this  initiative. 

With  the  Committee's  help,  the  National  Commission  is  confident  that  it  will  be  able  to  assist 
corrections  administrators  and  health  officials,  as  well  as,  Congress  in  developing  effective 
strategies  and  policies  to  address  the  impact  of  health  problems  for  soon  to  be  released  inmates. 

Mr.  Chairman,  this  concludes  the  National  Commission's  statement.  Again,  NCCHC  thanks  you 
and  the  Members  of  the  Committee  for  this  opportunity  to  submit  testimony  and  for  the 
Committee's  past  support  of  correctional  health  care  issues. 


PREPARED  STATEMENT  OF  RICHARD  L.  WITTENBERG,  PRESIDENT  AND 
CHIEF  EXECUTIVE  OFFICER,  AMERICAN  ASSOCIATION  FOR  WORLD 
HEALTH 

Chairman  Gregg,  Senator  Hollings,  other  members  of  the  Committee,  the  American 
Association  for  World  Health  (AAWH)  appreciates  the  opportunity  to  submit  testimony  in  support 
of  the  President's  Fiscal  Year  1997  request  for  the  U.S.  contribution  to  the  World  Health 
Organization  (WHO)  and  the  Pan  American  Health  Organization  (PAHO),  which  is  the  inter- 
American  organization  that  also  serves  as  WHO's  Regional  Office  for  the  Americas. 
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This  statement  also  presents  the  views  of  the  following  national  organizations  that 
strongly  endorse  continued  active  U.S.  participation  in  WHO  and  PAHO  and  full  funding  of 
U.S.  Fiscal  Year  1997  and  1996  assessments  to  them,  including  payment  of  outstanding 


American  Medical  Association  (AMA) 

American  Public  Health  Association  (APHA) 

Association  of  Schools  of  Public  Health  (ASPH) 

Educational  Commission  for  Foreign  Medical  Graduates  (ECFMG) 

International  Center  of  American  Nurses  Association  (ANA)  Foundation 

National  Council  on  International  Health  (NCIH) 

United  Nations  Association  (UNA) 

These  organizations  appreciate  the  decision  of  the  Committee  to  provide  a  higher  level  of 
appropriations  for  international  organizations  for  Fiscal  Year  1996.  We  hope  that  the  international 
organization  funding  for  the  rest  of  Fiscal  Year  1996  can  now  be  disbursed  quickly,  and  that  the 
full  requested  payment  for  U.S.  obligations  to  the  international  health  organizations  for  Fiscal  Year 
1 996  can  be  made. 

The  activities  of  WHO  and  PAHO  are  critical  to  the  protection  of  each  American's  health. 
International  collaboration  on  disease  prevention  and  control  and  other  crucial  health-related 
matters  make  membership  in  international  health  organizations  a  bargain  and  a  necessity.  In 
public  health,  you  simply  cannot  turn  routine  surveillance  and  disease  control  activities  on  and  off 
like  a  spigot  without  dramatically  increasing  costs  and  increasing  the  health  risks  of  our  own 
population  and  those  of  countries  around  the  world. 

Mr  Chairman,  WHO  and  PAHO  are  irreplaceable  as  the  global  and  regional  bodies  that 
link  together  the  health  authorities  of  the  Western  Hemisphere  and  of  all  190  member  nations  of 
WHO.  They  also  bring  together  and  link  into  this  network  the  top  technical  expertise  from 
universities,  research  institutions,  professional  associations,  and  nongovernmental  bodies,  in  order 
to  improve  health  worldwide. 

Because  of  its  universal  membership  and  its  outstanding  technical  reputation,  WHO  is 
uniquely  successful  at  performing  three  important  tasks: 

Establishing  universal  norms  and  standards  related  to  health  and  medicine, 

Collecting,  evaluating,  and  disseminating  the  best  technique  that  science,  medicine, 
and  human  ingenuity  have  to  offer  for  the  solution  of  today's  health  problems  all  over  the 
world,  and 

Encouraging  and  assisting  governments  and  their  private  partners  to  tackle  chronic 
and  emergency  health  problems  successfully. 

Without  WHO's  work  on  international  norms  and  standards,  there  would  not  be  an 
international  classification  of  diseases  nor  international  comparability  in  statistics  on  disease  and 
disability.  There  would  not  be  common  international  names  for  pharmaceutical  substances  nor  the 
international  quality  control  standards  on  which  pharmaceutical  firms  from  the  United  States 
depend  for  success  in  overseas  markets.  There  would  not  be  internationally-accepted  safety  and 
quality  standards  for  hazardous  chemical  exposure,  safe  drinking  water,  radiation  exposure,  food, 
vaccines,  laboratory  procedures,  blood  safety,  and  other  things  that  directly  affect  human  health 
In  an  era  of  expanding  international  trade  and  travel,  U.S.  interests  directly  benefit  from  the 
maintenance  of  global  norms  and  standards. 

Without  WHO's  ongoing  mobilization  of  the  worldwide  technical  expertise  of  its  own 

staff  and  of  scientists,  medical  professionals,  and  health  experts  through  its  Expert  Committees, 
Study  Groups,  WHO  Collaborating  Centers,  and  many  other  formal  and  informal  channels,  the 
best  science  and  best  practice  would  not  be  distilled  and  made  available  quickly  where  it  can  make 
a  difference  for  health.  Just  in  the  past  month,  for  example,  WHO  convened  two  international 
special  consultations  on  "mad  cow"  disease  and  cosponsored  with  IAEC  a  conference  to  assess  the 
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lessons  of  the  Chernobyl  disaster.  WHO  collects  and  distributes  in  February  each  year  the 
information  on  worldwide  influenza  strains  on  which  governments  and  vaccine  manufacturers  base 
each  year's  reformulated  vaccine.  WHO.  through  the  Special  Program  for  Research  and  Training 
in  Tropical  Diseases  (TDR),  funded  the  research  that  showed  that  a  veterinary  drug  manufactured 
by  Merck  could  eliminate  river  blindness  symptoms,  which  has,  in  turn,  restored  life  to  the 
economies  of  some  of  the  poorest  countries  in  Africa    WHO  provides  a  very  low  cost  way  to 
mobilize  the  highest  quality  international  scientific  expertise  --  there  are  twice  as  many 
international  experts  who  serve  without  salary  on  WHO's  formal  Expert  advisory  panels  as  there 
are  professional  staff  in  WHO  itself.  There  are  also  over  1 100  WHO  Collaborating  Centers  around 
the  world,  1 62  of  them  in  the  United  States,  that  are  committed  to  lend  their  expertise  in  specific 
areas  like  diagnosing  the  Ebola  virus  when  WHO  calls  on  them.    How  can  you  beat  WHO  as  a 
cost-effective  mechanism  to  link  the  knowledge  structures  of  worldwide  medical  science  to  health 
delivery  in  the  field  through  the  local  health  authorities? 

Without  WHO's  assistance  in  tackling  actual  emergency  and  chronic  health  problems 

on  the  ground,  the  recent  epidemics  like  Ebola  in  Zaire  and  plague  in  India  would  have  been  far 
more  devastating  in  lives  and  economic  damage.  WHO  is  leading  the  effort  to  get  worldwide 
surveillance  systems  set  up  for  emerging  diseases  and  to  monitor  the  development  of  antibiotic- 
resistant  disease  strains.  As  is  outlined  in  WHO's  World  Health  Report  1 996.  released  thi*  week, 
WHO  is  leading  the  effort  to  develop,  refine,  and  apply  effective  control  strategies  for  re-emerging 
diseases  like  tuberculosis  and  malaria.    WHO  has  been  chosen  to  lead  the  international  team  effort 
to  reconstruct  the  health  services  of  Bosnia  and  former  Yugoslavia.  Through  WHO  and  PAHO 
efforts,  governments  are  being  given  the  information  and  encouragement  to  promote  healthy 
lifestyles  for  their  people  in  the  areas  of  nutrition,  maternal  and  child  health,  food  safety, 
environmental  health,  and  to  reduce  sickness  and  death  from  drug  abuse  and  smoking-related 
causes    In  each  of  these  areas  and  hundreds  more,  WHO  is  involved  in  educating,  helping, 
promoting,  training  and  putting  technical  expertise  from  bilateral  and  private  sources  directly  into 
contact  with  those  who  need  assistance. 

WHO  usually  plays  a  specialized  technical  assistance  role  in  health  as  the  coach  and 
adviser  to  a  national  or  global  team  effort  in  which  national  health  authorities  and  health 
professionals,  community  groups  and  private  industry,  and  other  bilateral  and  United  Nations 
agencies  are  carrying  out  the  implementation.  Occasionally  a  spectacular  success  is  possible. 
Without  WHO  and  PAHO  leadership  of  the  international  effort  on  disease  eradication,  we  would 
not  now  have  a  world  without  smallpox.  Global  eradication  of  polio  is  just  around  the  corner  and 
under  PAHO's  leadership,  polio  has  already  been  eliminated  in  the  whole  of  the  Western 
Hemisphere.  We  can  foresee  a  future  in  which  guinea-worm  disease  is  eradicated  and  leprosy  and 
river  blindness  are  eliminated  as  public  health  problems.  New  efforts  can  build  on  the  previous 
successes  and  on  strengthened  health  systems,  paving  the  way  for  elimination  of  measles  in  the 
Americas,  for  example. 

These  examples  of  some  of  the  many  activities  of  WHO  and  PAHO  begin  to  answer  the 
question:  "Why  are  WHO  and  PAHO  important  to  the  U.S.?"    Let  me  now  answer  that 
question  even  more  bluntly.  I  will  give  you  three  reasons  why  the  organizations  represented 
here  today  emphatically  support  full  U.S.  membership  and  full  and  timely  U.S.  dues  payments 
to  WHO  and  PAHO: 

1.  Membership  in  WHO  and  PAHO  saves  the  U.S.  Government  money. 

2.  WHO  and  PAHO  produce  cost-effective  results  for  the  U.S. 

3.  Active  U.S.  participation  in  WHO  and  PAHO  is  important  to  maintain  important 
U.S.  interests  and  values  that  cannot  be  addressed  as  cheaply,  as  well,  or  sometimes  at 
all,  by  the  U.S.  acting  unilaterally  or  bilaterally. 

Membership  in  WHO  and  PAHO  saves  the  U.S.  Government  money    Here  is  the  most 
obvious  example:  each  and  every  year  since  smallpox  was  eradicated  by  WHO  in  the  late  1 970's. 
the  U.S.  has  saved  substantially  more  money  each  year  as  a  result  of  that  one  achievement  than  it 
spends  to  belong  to  WHO  and  PAHO.  Eradication  means  no  more  smallpox  vaccinations,  no  more 
airport  surveillance  for  smallpox,  no  more  medical  costs  for  treatment  of  smallpox  or  vaccination 
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reactions,  all  of  which  would  cost  about  $300  million  a  year  today  in  the  U.S.  alone.  Another 
eradication  savings  windfall  is  just  around  the  corner.  When  polio  is  eradicated  from  the  world, 
CDC  estimates  that  the  U.S.  will  save  at  least  $230  million  every  year  thereafter.  The  WHO-led 
global  polio  eradication  campaign,  which  involves  many  public  and  private  partners  including 
Rotary  International,  needs  to  be  sustained  to  the  finish  line  about  five  years  from  now  to  make 
those  cost  savings  a  reality.    Even  though  the  wild  polio  virus  is  already  eliminated  from  the 
Americas  through  WHO/PAHO  efforts,  the  U.S.  must  keep  immunizing  our  children  as  long  as 
wild  polio  exists  anywhere  in  the  world. 

As  the  members  of  the  Committee  know,  WHO's  funding  is  based  on  the  burden-sharing 
principle;  other  countries  contribute  $3  for  every  dollar  of  US.  dues  as  well  as  making  their 
experts  and  knowledge  available  to  this  worldwide  health  effort  that  benefits  all  of  us.  Prevention 
and  early  control  measures  keep  U.S.  budget  costs  for  escalating  in  other  areas,  particularly  health 
care  expenses.  In  the  United  States,  annual  domestic  health  expenditures  are  $1  trillion.  The 
annual  US  payment  to  WHO  for  all  its  regular  activities  is  a  little  over  $100  million,  an  amount 
that  is  one  ten-thousandth  of  the  annual  US.  health  expenditure.    Can  you  imagine  how  much 
higher  health  costs  in  the  U.S.  would  be  if  there  was  not  a  WHO  controlling  Ebola  in  Kikwit, 
monitoring  influenza  around  the  world,  and  improving  public  health  measures  in  places  that  U.S. 
citizens  travel,  work,  and  trade  with  every  day?  International  prevention  is  clearly  the  cheapest 
approach,  especially  when  the  burden  can  be  shared  among  all  countries. 

In  terms  of  getting  cost-effective  results,  I  have  already  mentioned  how  WHO  is  set  up  to 
mobilize  both  its  own  knowledgeable  staff  and  worldwide  high-quality  scientific  and  operational 
expertise  to  assist  with  specific  needs.  These  networks  of  partners  are  linked  up  on  short  notice  in 
emergencies  like  epidemics  or  on  an  ongoing  basis  for  advice,  research,  surveillance,  or  reporting, 
often  at  little  or  no  cost  to  WHO    International  partners  can  be  teamed  up  directly  with  the  key 
governmental  health  decision-makers  with  whom  WHO  is  in  regular  contact  at  the  country  and 
regional  level  to  solve  problems    WHO  has  universal  access  to  problem  sites  worldwide  based  on 
its  neutrality  and  the  legal  accountability  embodied  in  prior  membership  agreements    It  is  able  to 
be  active  in  communicable  disease  control  in  crises  and  in  countries  with  rogue  regimes  or  failing 
governments  where  U.S.  interests  may  be  at  stake  but  the  US.  may  not  want  to  be  directly 
involved.    WHO's  universality  and  scientific  capacity  also  makes  it  the  best  forum  for  establishing 
international  norms  and  standards  and  for  collecting  and  disseminating  authoritative  information 
on  health 

The  U.S.  has  important  interests  and  values  at  stake  in  WHO  and  PAHO    International 
technical  cooperation  in  health  matters  is  often  discussed  as  if  it  were  foreign  aid.  It  is  not    It  is 
essential  to  protect  United  States'  interests.  Without  WHO  and  PAHO,  the  U.S.  Government 
could  spend  a  lot  more  money  and  still  not  protect  the  U.S.  citizens  and  businesses  from  certain 
threats,  even  at  prohibitive  cost.  With  WHO's  leadership,  certain  amazing  global  achievements 
like  smallpox  and  polio  eradication  are  made  possible.  Interests  and  values  at  stake  for  the  U.S.  in 
choosing  to  belong  and  exercise  leadership  in  WHO  and  PAHO  include: 

health  interests  such  as  control  of  communicable  diseases  that  will  spread  to  the  U.S.; 

national  security  interests  such  as  access  to  and  monitoring  of  data  on  worldwide  disease 
strains  and  chemical  and  radiation  threats  plus  the  health  issues  involved  in  troop 
deployments  overseas; 

economic  interests  including  those  related  to  travel  and  trade  in  pharmaceuticals, 
biologicals,  and  food  as  well  as  the  improvements  in  health,  food  security,  and  legal  rights 
around  the  globe  on  which  future  economic  productivity  and  U.S.  export  markets  depend; 

political  interests  such  as  the  strengthening  of  civil  society  organizations  and  good 
governance  in  health  systems;  and 

the  humanitarian  values  which  underpin  traditionally  generous  U.S.  support  for  the 
elimination  of  preventable  suffering  and  death  in  the  world,  especially  among  children. 
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Reform  is  much  on  the  minds  of  those  who  look  at  the  United  Nations  and  its  family  of 
organizations  these  days.  WHO  has  been  in  an  intensive  "reform"  mode  worldwide  since  1993 

when  a  WHO  Executive  Board  Working  Group,  with  active  involvement  of  the  U.S.  and  the  U.K., 
produced  a  report  entitled  "WHO  Response  to  Global  Change"  containing  47  far-reaching 
recommendations  for  organizational  reform.  In  the  three  years  since  1993,  WHO  Secretariat 
proposals  on  all  47  recommendations  have  been  submitted,  reviewed,  and  endorsed  by  the  WHO 
Executive  Board,  and  implementation  is  now  ongoing.  These  47  recommendations  touch  on 
almost  every  aspect  of  WHO's  management  system  which  has  just  been  modernized  as  a  result  to 
incorporate  strategic  budgeting  (as  of  the  1996-97  biennium),  prioritization  of  programs,  an 
evaluation  system  for  all  activities,  and  a  program  management  information  system    The  process 
of  institutionalizing  the  process  of  change  is  well  underway  at  WHO  and  will,  as  implementation 
proceeds,  result  in  "outcome-oriented"  reporting  wherever  appropriate,  based  on  the  development 
of  performance  indicators. 

In  real  terms,  WHO  is  doing  more  with  less  in  1996-97  than  it  did  in  1994-95.  The 
regular  budget  adopted  by  consensus  for  WHO  for  the  1996-97  biennium,  though  slightly 
higher  in  nominal  terms  than  for  the  previous  biennium,  amounts  to  more  than  a  10  percent 
overall  real  decrease  in  funding  due  to  substantial  inflation  or  exchange  rate  changes  in  the 
various  regions.  As  a  result,  there  are  substantial  cuts  in  posts  and  staff  now  being  implemented 
at  WHO  headquarters  and  in  several  regional  offices  together  with  other  economy  moves, 
with  every  effort  being  made  to  preserve  program  and  country-level  activities. 

Over  the  years,  steady  support  by  this  Committee  and  by  the  U.S.  Government  for  the 
fabric  of  international  health  cooperation  has  produced  clear  domestic  cost  savings  that  are 
attributable  to  the  eradication  of  smallpox  as  well  as  the  incalculable  benefits  of  better  health  for 
individuals,  families,  communities,  economies,  and  countries  all  over  the  world.  It  has  never  been 
more  important  to  maintain  such  cost-effective,  prevention-oriented,  collaborative  efforts  than  in 
the  present  time  of  budget  stringency.  Prompt  and  full  payment  of  contributions  and  arrears  by  all 
member  states,  including  the  U.S.,  will  remain  essential  for  sound  management  and 
implementation  of  WHO  and  PAHO  programs. 

In  closing,  I  would  call  the  attention  of  the  members  of  the  Committee  to  the  excellent 
September  1995  report  entitled  Infectious  Disease  --  A  Global  Health  Threat  produced  by  a  high- 
level  U.S.  Government  National  Science  and  Technology  Council  (NSTC)  working  group.  This 
group  represented  more  than  17  different  U.S.  Government  agencies  and  departments  and  was 
charged  with  reviewing  the  U.S.  role  in  detection,  reporting,  and  response  to  outbreaks  of  new  and 
re-emerging  diseases.  The  effort  was  chaired  by  Dr.  David  Satcher,  Director  of  CDC,  with  co- 
chairs  from  FDA,  NIH,  USAID,  the  State  Department,  and  DoD.    When  you  turn  to  the 
recommendations  on  pages  7-8  of  this  report  which  I  have  appended  to  my  testimony,  you  will 
note  that,  of  the  nineteen  recommendations  of  this  purely  domestic  working  group,  the  first  nine 
are  based  on  "working]  in  partnership  with  other  countries,  with  WHO,  and  with  other 
international  organizations  to  improve  worldwide  disease  surveillance,  reporting,  and  response." 

WHO  is  an  essential  element  of  the  U.S.  strategy  to  combat  the  infectious  disease  threat. 

In  summary,  even  when  seen  through  a  purely  domestic  lens,  the  United  States  needs 
WHO  and  PAHO.  These  organizations  in  turn  continue  to  need  strong  leadership  and 
reliable  financial  support  from  the  United  States  to  accomplish  their  tasks,  from  which  each 
American  benefits.  We  therefore  strongly  encourage  the  Committee  to  provide  for  full 
funding  for  the  U.S.  calendar  year  1996  assessments  for  WHO  and  PAHO  in  its  Fiscal  Year 
1997  appropriations. 
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INFECTIOUS  DISEASE  --  A  GLOBAL  HEALTH  THREAT 

Report  of  the  National  Science  and  Technology  Council  -  Ccmnittee 
on  International  Science,  Engineering,  and  Technology  -  Working 
Group  on  Emerging  s.  Re-emerging  Infectious  Diseases  (Sept.  1995) 

y:  Summary  of  Recommendations  of  the  CISET  Working  Group 

:  ~'An  interagency  Government  working  group  on  emerging  infectious  diseases  was  formed 
-  in  December  1994  under  the  auspices  of  the  National  Science  and  Technology  Council's 
-Committee  on  International  Science,  Engineering,  and  Technology  (CISET).  Led  by  CDC, 
;  the  Department  of  State,  USATD,  Food  and  Drug  Administration,  NTH,  and  the  Department 

of  Defense,  the  working  group  makes  the  following  recommendations  for  action  by  the  U.S. 

Government. 

Work  in  partnership  with  other  countries,  with  WHO,  and  with  other  international 
organizations  to  improve  worldwide  disease  surveillance,  reporting,  and  response  by 
*/£  i-'.'y    1.   Establishing  regional  disease  surveillance  and  response  networks  linking 
*'  i^'  national  health  ministries,  WHO  regional  offices,  U.S.  Government  laboratories 

:  . .  '-,"  and  field  stations  abroad,  foreign  laboratories  and  medical  centers,  and  WHO 

i*'--'-:i:      :'  ,  Collaborating  Centers.        ;         ■■' \-  .',*■•: 

;  i£|S5  -  2.   Ensuring  that  reliable  lines  of  communication  exist  "between  local  and  national 
■  *'">.  .medical  centers  and  between  national  and  regional  or  international  reference 

i  .v..    T-.    facilities,  especially  in  parts  of  the  world  where  modern  communications  are     •; 
;'^,"."S  .lacking.''     .">•','  \^-.:y  :-'-"-  -r;  ,f'  v'^;$"; ','::'"     •   '  '*"    '. 

f'j.   *   '■  .3.  Developing  a  global  alert  system  whereby  national  governments  can  inform 
'-';^<  -appropriate  worldwide  health  authorities  of  outbreaks  of  infectious  diseases  in  a 

*.'-.;■  r ''      .    timely  manner,  and  whereby  individual  health  authorities  can  access  regional 
'r^'^Y  ■"       centers^     '>:....  •.'":  '  .[i  -i.'  .-/&:■:'  '.,,.'■' 

&.  4.  Identifying  regional  and  international  resources  that  can  provide  diagnostic 

:-A  .  .  reagents  for  low  incidence  diseases  and  help  identify  rare  and  unusual  diseases. 
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5.  Assisting  WHO.  to  establish  global  ■surveillance  of  antibiotic  resistance  and  drug. 
'-    use, as"  a  first-^tep  toward  rthe  development  of  mteinational  agreements  on 

antibiotic  usage.  '    .  L  *  V~,V  ' ■■'"'■ 

6.  Encouraging  and  assisting  other  countries  to  make  infectious  disease  detection 
and  control  a  national  priority.  .  ,/■ 

7.,  Preserving  existing  U.S.  Government  activities  that  enhance  other  countries' 
abilities  to  prevent  and  control  emerging  and  re-emerging  health  threats. 

8.  Identifying  and  strengthening  WHO  Collaborating  Centers  that  serve  as  unique 
reference  centers  for  diseases  whose  re-emergence  is  feared. 

9.  Establishing  the  authority  of  relevant  U.S.  Government  agencies  to  make  the 
most  effective  use  of  their  expertise  in  building  a  worldwide  disease  surveillance 
and  response  network. 

Strengthen  the  U.S.  capacity  to  combat  emerging  infectious  diseases  by 

10.  Enhancing  collaborations  among  U.S.  agencies  to  ensure  maximum  use  of 
existing  resources  for  domestic  and  international  surveillance  and  response 
activities.  Supporting  the  G7-initiated  project  on  public  health  applications  of 
the  Global  Information  Infrastructure,  entitled  'Toward  a  Global  Public  Health 
Network." 

11.  Rebuilding  the  U.S.  infectious  disease  surveillance  public  health  infrastructure 
at  the  local,  state,  and  federal  levels. 

12.  Working  with  the  private  and  public  sectors  to  improve  U.S.  capacity  for  the 
emergency  production  of  diagnostic  tests,  drugs,  and  vaccines. 


13..  Supporting  anactive community  of  epidemiologists,  clinical  investigators, 
;    'j,  ;  laboratory  sciemistsVbeaim  experts,  and  behavioral  scientists  ready  and 
• .  v  able  to  sceJcinc^/Sfturions  for  new  disease  threats.- .  '  vy-j:   ; 

;.».£;- '■-  .■-*: -//.v^R9«  A*     ■  -T--    •  - ■•  ■       >     fi      ■:■-..■ 

14.  Strengthening  technical; training  programs  in  disciplines  related  to   '-.  ' 
infectious  disease  surveillance  and  response. 

15.  Providing  accurate  ancf  timely  health  information  to  private  citizens  and 
health  providers,  both  in  the  United  States  and  abroad,  when  a  disease 
outbreak  occurs.  .  ' . ;    r    , 

and  quarantinS?* 

JFAroencsn  physicians  and  microbiologiscs  in 
"rKo^ses^aod^a'  travef^mecUciiie^nVgpneral^ 

Force  to;  coordinate  the ^  implemtntaicai 

-  aor.  subcommittee  of  the  mteragency  Xas^orce 

iyes^'of  the'TJ-S.  pbarmaceuticar  wdustijymalical 
educators/and  biomedical  scientists.    ~  'r  ',    ,;-*$j'    : 

1'«£-$k  <v^£-  ■'   :  v    :■:*•.•'',   .       ■  •  :;^v •  .;f 
•*v.^...'^-.-^.w-v  -..  ■»■:  ■••■-•  '--.-  •  ■  -^t^v* 


924 


PREPARED  STATEMENT  OF  JAMES  W.  VARNUM,  PRESIDENT,  DARTMOUTH- 
HITCHCOCK  MEDICAL  CENTER 

Thank  you  for  the  opportunity  to  submit  this  testimony  to  the  Senate  Commerce, 

Justice,  and  State,  the  Judiciary  and  Related  Agencies  Subcommittee  on  Appropriations 

regarding  the  efforts  of  the  Dartmouth-Hitchcock  Medical  Center,  in  Lebanon,  New 

Hampshire,  to  establish  The  C.  Everett  Koop  Conference  and  Education  Center.   This 

Center  will  be  a  major  component  of  the  "Northern  New  England  Network  for  Rural  Health 

Care  Delivery,  Education,  Research  and  Training."   We  believe  that  this  is  a  model  medical 

informatics  network  that  can  be  replicated  in  similar  rural-based  institutions  across  the 

country. 

America's  health  care  system  is  on  the  brink  of  significant  reform  in  response  to 
widespread  concern  for  the  millions  of  uninsured  families  and  individuals,  rising  costs,  and 
such  other  current  problems  as  the  shortage  of  adequate  primary  care  services.    The  major 
task  and  central  responsibility  of  the  next  generation  of  health  care  providers  will  be  to 
implement  a  new  system  of  health  care  delivery  that  is  cost-effective,  universally  accessible, 
and  meets  high  standards  of  quality  in  primary  care,  prevention,  medical  education,  the 
appropriate  use  of  new  technologies,  and  is  available  to  all  residents  in  local  communities. 

The  need  for  fundamental  reform  of  the  health  care  delivery  system  is  most  clearly 
evident  in  rural  America.    Historically,  rural  communities  have  had  an  exceptionally  difficult 
time  providing  health  care  to  their  residents.    For  example,  health  care  policy  experts  have 
documented  the  unique  characteristics  (e.g.,  geographic  barriers  of  distance)  which  isolate 
medical  personnel  from  their  colleagues  and  major  resource  centers,  and  make  it  difficult  to 
recruit  and  retain  doctors  and  other  health  professionals.    Lower  incomes  and  less  stable 
economies  in  rural  areas  also  present  difficult  challenges  to  sustaining  health  care  institutions. 

Dartmouth-Hitchcock  Medical  Center  is  seeking  a  public-private  partnership  through 
the  FY  97  Commerce,  Justice,  State  and  Related  Agencies  Appropriations  Bill  within  the 
Economic  Development  Administration  (EDA)  account  to  develop  and  implement  the 
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C.  Everett  Koop  Conference  and  Education  Center  as  an  integral  part  of  the  Northern  New 
England  Network  for  Rural  Health  Care  Delivery.   This  will  vastly  improve  access,  quality, 
education  and  training  opportunities,  and  efficiency  of  rural  health  care  delivery  systems. 
The  Center  will  facilitate  the  creation  of  a  rural  health  care  delivery  system  in  Northern  New 
England  that  is  seamless,  interactive,  patient-centered  and  accountable. 

LEADERS  IN  RURAL  HEALTH  CARE  AND  MEDICAL  EDUCATION 

Dartmouth-Hitchcock  Medical  Center  (DHMC),  located  in  Lebanon,  NH,  is  one  of 
the  few  academic  medical  centers  in  the  Nation  which  serves  a  largely  rural  area.    As  the 
largest  medical  facility  in  Northern  New  England,  DHMC  has  been  a  leader  in  many  areas  of 
medicine  including  The  Norris  Cotton  Cancer  Center,  one  of  only  28  Comprehensive  Cancer 
Centers  in  the  U.S.  as  designated  by  the  National  Cancer  Institute;  The  Center  for 
Evaluative  Clinical  Sciences,  a  national  leader  in  research,  is  one  of  the  first  four  assessment 
teams  to  be  funded  by  the  National  Patient  Outcomes  Assessment  Research  Program  of  the 
Agency  for  Health  Policy  and  Research;  and  the  Veterans  Affairs  Hospital,  the  government's 
designated  center  for  research  on  posttraumatic  stress  disorder  and  medical  ethics. 

The  C.  Everett  Koop  Institute  at  Dartmouth,  also  located  in  Lebanon,  NH  is 
dedicated  to  ensuring  that  there  are  a  sufficient  number  of  well-trained,  humanistic,  and 
caring  physicians.    Under  the  direction  of  former  Surgeon  General  C.  Everett  Koop,  the  goal 
and  mission  of  the  Institute  is  to  reshape  medical  education  through  changes  in  curriculum 
and  training  programs,  in  order  to  create  a  more  humane  and  patient-centered  system  of  care. 
The  Institute  hopes  to  promote  a  student's  pre-med  training  during  the  college  years,  the 
medical  school  years  and  residency  period,  and  perhaps,  most  significantly,  throughout  the 
subsequent  years  of  a  physicians's  medical  practice. 


C.  EVERETT  KOQP  CONFERENCE  AND  EDVCATION  CENTER; 

The  C.  Everett  Koop  Conference  and  Education  Center  at  DHMC  at  Lebanon  offers 
an  opportunity  to  enhance  the  academic  dimension  of  the  Lebanon  campus  and  to  connect 
this  major  academic  medical  center  to  the  rural  setting  in  which  it  sits.   This  purpose  is 
furthered  by  the  building's  connections  across  level  4  to  the  Norris  Cotton  Cancer  Center 
administrative,  public  education  and  research  space.   The  Conference  and  Education  Center 
wi!!  be  the  central  focus  for  students  at  DHMC-Lebanon.    It  will  also  support  the  external 
community  by  serving  as  the  home  for  continuing  education  for  medical  providers  throughout 
the  region  and  offering  a  fully  electronic  auditorium  and  large  and  small  group  teaching 
space  to  be  utilized  by  students,  faculty,  providers  in  the  region  and  the  public. 

The  Center  will  house  both  the  administrative  hub  of  the  Northern  New  England 
Health  Information  Initiative  of  the  C.  Everett  Koop  Institute  and  the  information  system  of 
the  DHMC  that  is  being  designed  for  partners  and  affiliate  providers  throughout  Northern 
New  England.    It  will  also  serve  as  home  to  the  vibrant  health  services  research  and 
demonstration  programs  of  Dartmouth  Medical  School,  including  the  Center  for  Evaluative 
Clinical  Sciences,  the  Center  for  Aging,  the  Primary  Care  COOP  Project,  the  Office  of 
Generalist  Physician  and  Research  on  Prevention.   The  connections  to  the  Cancer  Building 
are  consistent  in  purpose  and  foster  the  development  of  natural  collegial  relationships  among 
faculty. 

While  the  main  level  of  the  building  will  house  the  primary  auditorium  and  will  be 
naturally  accessible  to  providers  in  the  region  as  well  as  the  public,  the  top  level  will  serve 
as  a  student  and  learning  center.    It  will  be  designed  to  attract  faculty  through  its  adjacency 
to  the  Health  Sciences  Library,  its  use  of  common  space  for  informal  learning  and  the 
inclusion  of  electronic  interactive  learning  equipment.   Since  Dartmouth  Medical  School 
makes  such  active  use  of  community-based  faculty  for  ambulatory  teaching,  this  top  level 
will  also  attract  community-based  faculty  to  the  Center  and  offer  them  common  (non-clinical) 
ground  to  share  with  their  medical  center  colleagues. 
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Overall,  the  C.  Everett  Koop  Conference  and  Education  Center  will  be  the  catalyst 
for  improving  and  enhancing  health  care  delivery  to  residents  and  physicians  in  rural 
communities  throughout  Northern  New  England  including  Maine,  New  Hampshire,  Vermont 
and  Massachusetts. 

A  RURAL  HEALTH  CARE  NETWORK  FOR  NORTHERN  NEW  ENGLAND 

Building  upon  the  foundation  of  the  innovative  health  care  delivery  systems  currently 
operating  at  DHMC  and  the  vision  of  Dr.  C.  Everett  Koop  to  focus  medical  education  and 
practice  on  individual,  family,  and  community  needs,  this  demonstration  initiative  will 
facilitate  the  following  objectives: 

•  Establish  a  coordinated,  interactive  system  of  health  care  delivery  to  Northern 
New  England; 

•  Institute  new  communication  and  information  infrastructure  systems  as  the 
foundation  for  the  regional  health  care  system; 

•  Test  new  methods  for  health  care  delivery  across  the  region; 

•  Improve  medical  education  of  primary  care  physicians  and  other  primary  care 
medical  professionals  (i.e.;  nurse  practitioners  and  physician  assistants) 
throughout  the  service  area;  and, 

•  Enhance  the  quality  of  life  for  rural  physicians,  making  medical  practice  more 
exciting,  rewarding,  and  fulfilling. 

The  C.  Everett  Koop  Conference  and  Education  Center  will  be  the  catalyst  to  produce 
a  standardized  method  to  effectively  address  the  health  care  needs  in  rural  communities 
across  the  Northern  New  England  region.    Network  participants  will  directly  benefit  from  the 


availability  of  comprehensive  medical  services  including  diagnostic,  therapeutic,  management 
and  educational  support  components.   The  proposed  Network  will  connect  Dartmouth- 
Hitchcock  Medical  Center  to  over  300  primary  care  physicians  within  the  Dartmouth  COOP, 
46  outreach  clinics,  14  full-time  community  practice  clinics,  29  sub-specialty  groups,  and 
numerous  other  entities  that  are  outgrowths  of  DHMC.   This  regional  network  will  allow 
interaction  between  health  professionals  who  otherwise  might  not  be  able  to  share  time  and 
information. 

CRITICAL  HEALTH  CARE  NEEDS  OF  RURAL  COMMUNITIES 

New  models  of  health  are  critical  to  rural  populations  and  are  essential  to  the  success 
of  any  universally  accepted  outcomes  of  health  care  reform  ~  improved  patient  access  and 
higher  quality  health  care  at  lower  costs.    Available  resources  such  as  technology, 
communication,  specialists  services  and  facilities  must  be  effectively  utilized  to  produce 
economically  sound  and  value-driven  health  systems  for  rural  communities.   The  inability  to 
efficiently  transmit  medical  information  between  health  care  providers,  particularly  among 
rural  practitioners  and  referral  centers  remains  a  primary  barrier  to  cost-efficient  health  care. 
Developing  a  communications  system  that  provides  clinical,  research,  education,  and  training 
applications  greatly  enhances  the  delivery  of  efficient  health  care  services  to  rural 
communities. 

Health  care  services  involve  gathering,  sharing,  analyzing,  and  disseminating 
information  in  a  timely  manner.    Effective  communication  networks  between  primary  care 
physicians  and  specialists  can  greatly  reduce  miscommunication  and  diagnosis,  treatment 
delays,  and  costly  procedures  and  exams,  as  well  as  inefficient  use  of  patient/physician  time, 
patient  dissatisfaction,  and  lower  quality  of  care.    Improved  methods  of  rural  health  care 
delivery  will  also  facilitate  medical  education  and  training  of  health  care  personnel.    A  rural 
health  care  communications  network  can  increase  efficiency  by  providing  adequate  and  timely 
referral  information,  accessible  medical  records  and  patient  information  retrieval,  and  prompt 
information  feedback  from  secondary  or  tertiary  providers  to  primary  care  providers. 
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Improved  efficiency  of  current  clinical  practices  through  an  affordable,  transportable  regional 
health  care  network  increases  the  effectiveness  of  rural  health  providers  to  serve  the  needs  of 
rural  residents. 

Continual  improvement  of  rural  health  care  can  be  achieved  and  evaluated  by  the 
development  of  patient-based  quality  measurement  systems.    These  systems  can  provide 
direct  measures  of  successes  and  strengths,  as  well  as  areas  to  improve  upon,  to  produce 
desired  health  outcomes  and  research  data  that  is  cost-effective  and  value-added. 

QUALITY  PRIMARY  HEALTH  CARE  IN  RURAL  NEW  ENGLAND 

Interactive  medicine  enhances  the  expertise  of  local  physicians  enabling  them  to 
handle  increasingly  more  complex  and  sophisticated  health  care  problems.   The  sharing  of 
information  among  physicians  and  other  health  professionals  in  isolated  communities  provides 
technology  and  medical  expertise  to  be  spread  throughout  the  entire  Northern  New  England 
region,  ensuring  that  the  latest  advances  in  diagnosis  and  treatment  are  made  available  to 
everyone  in  rural  communities.   The  Network  will  provide  increased  support  to  existing 
clinical  research  programs  including  those  in  community-based  specialty  clinics;  community 
practice  clinics;  and.  Shared  Decision-Making  Programs  or  health  outcomes  research. 

This  initiative  will  not  only  provide  for  increased  continuity  of  patient  care,  but  an 
improved,  integrated  health  care  system  for  Northern  New  England.    Combining  existing 
clinical  and  research  resources,  with  cutting-edge  communications  applications  such  as 
"virtual  reality"  and  interactive  video  technology,  the  Northern  New  England  Network  will 
serve  as  a  distinct  model  for  shaping  national  telecommunications  policy  and  health  care 
reform  in  rural  America. 


COST-EFFECTIVE  MEDICINE  FOR  RURAL  COMMUNITIES 

Recent  research  has  found  that  telemedicine  networks  provide  substantial  cost-savings 
to  rural  and  urban  health  care  communities  by  providing  quality  health  care  in  the  rural 
setting  and  reducing  visits  to  more  costly  urban  centers.    The  Northern  New  England 
Network  will  allow  patients  to  be  treated  in  their  own  community,  rather  than  be  transferred 
to  a  regional  hospital,  where  their  physicians  are  able  to  provide  continuity  of  care.    In  cases 
where  patient  transfer  is  necessary,  the  Network  will  allow  a  physician  to  receive  continual 
updates  drawing  upon  the  resources  of  DHMC. 

This  initiative  will  be  able  to  generate  increased  revenue  into  Northern  New  England 
by  facilitating  the  more  rapid  repatriation  of  rural  residents  discharged  from  remote  tertiary 
care  centers.    Providers  in  tertiary  care  centers  who  can  follow-up  their  rural  patients'  care 
through  the  Network  might  be  able  to  discharge  them  sooner  and  maintain  continuing 
involvement  with  the  local  community  provider.   The  Network  will  further  cut  costs  by 
facilitating  patient  care  and  treatment  at  earlier  stages  of  their  disease  process,  as  well  as 
transmitting  disease  prevention  educational  programs  to  the  community.   The  Network  can 
also  potentially  reduce  long-term  costs  by  decreasing  hospitalization  stays  and  increasing 
productivity.    Furthermore,  bridging  the  distance  barrier  to  medical  care  and  specialty 
programs  electronically  will  save  the  costs  of  transporting  medical  personnel  and  equipment. 

DHMC  has  been  active  in  developing  health  outcomes  research,  patient-based 
measurement  systems,  and  cost-effectiveness  analysis  of  its  services  to  rural  communities  in 
Northern  New  England.   The  Northern  New  England  Network  will  further  enhance  our 
capabilities  in  such  innovative  cost-effectiveness  analysis  which  requires  precise  specifications 
of  the  inputs  and  outcomes  of  quality,  patient  needs,  communication,  etc.  Cost-effectiveness 
and  health  savings  research  are  critical  to  the  success  of  telemedicine  and  the  various  social 
benefits  that  can  be  realized  from  utilizing  such  innovative  technology. 
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PUBLIC-PRIVATE  PARTNERSHIP: 

DHMC  and  Dr.  Koop  are  seeking  a  federal  partnership  within  the  Economic 
Development  Administration  (EDA)  in  FY97  to  secure  a  grant  of  $5  million  for  the 
establishment  of  the  C.  Everett  Koop  Conference  and  Education  Center,  which  will  house  the 
head-end  of  the  technology  for  the  Northern  New  England  Network.    EDA  recognizes 
innovative  health  care  delivery  programs  that  seek  to  promote  economic  development  for 
rural  and  under-served  urban  communities,  while  vastly  improving  health  care  delivery  and 
access  for  residents  in  these  communities.   Substantial  resources  of  our  own  have  already 
been  invested  to  begin  moving  ahead  on  this  effort  by  expanding  rural  outreach  services  and 
medical  education  programs,  engaging  in  partnership  projects  with  neighboring  hospitals  and 
medical  facilities,  and  developing  pioneering  medical  procedures  utilizing  the  information 
infrastructure  to  greatly  impact  medical  care  and  health  care  delivery  to  Northern  New 
England,  while  simultaneously  generating  economic  growth  for  the  region. 

Thank  you  for  the  opportunity  to  submit  this  testimony.    We  appreciate  your 
consideration  and  assistance. 


PREPARED  STATEMENT  OF  THE  AMERICAN  ASSOCIATION  OF 
ENGINEERING  SOCIETIES 

The  Department  of  Commerce  Technology  Administration's  National  Institute  of  Standards  and 
Technology  (NIST)  represents  a  critical  element  of  our  nation's  competitiveness  policy  as  its 
fundamental  mission  is  to  enhance  and  leverage  industry's  development  and  use  of  technology. 
With  a  proposed  budget  request  of  $72  7  billion  for  R&D  in  the  President's  FY  1997  budget,  the 
1  1%  that  NIST  represents  is  markedly  understated  in  the  impact  it  has  on  industry's  efforts  to 
compete  in  a  global  marketplace  driven  by  technological  change. 

NIST's  mission  is  to  help  U.S.  industry  maintain  its  clear,  though  slipping,  international  lead  in 
those  technologies  deemed  critical  to  our  nation's  competitiveness.  It  does  so  by  conducting  a 
world-class  program  of  scientific  and  engineering  standards  and  measurements  which  serve  as  the 
tools  for  every  engineer  in  every  phase  of  design  and  manufacture.  NIST  also  fulfills  its  mission 
though  partnerships  with  industry  to  develop  enabling  technologies  and  efficient  manufacturing 
processes  which  our  nation's  businesses  adapt  to  the  development  of  products  and  services  which 
promote  high- wage  jobs,  international  trade,  and  a  better  quality  of  life  in  America. 

SCIENCE  AND  TECHNICAL  RESEARCH  SERVICES 

The  President's  request  of  $270 .7  million  for  NIST's  Science  and  Technical  Research  and 
Services  will  support  the  development  of  a  variety  of  measurement  technologies  which  are  of 
critical  value  to  the  U.S.  engineering  community  including: 
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Improved  measuring  methods  and  reference  materials  for  minimizing  transmission  errors 
in  fiber-optic  connections  used  in  high-speed  communications  systems; 

Calibration  techniques  for  a  new  class  of  "hexapod"  machining  centers  that  use  an  unusual 
support  structure  to  cut  parts  faster  and  more  accurately  than  conventional  systems; 

New  solid-state  sensors,  separation  methods,  and  other  capabilities  to  produce  less 
expensive,  more  efficient  chemical  processing; 

Advanced  dosimeters  for  electron  beam  therapy  used  in  cancer  treatments  to  increase  the 
safety  of  the  technique  and  better  assess  its  effectiveness; 

Computer  models  that  predict  the  effect  of  cracks  on  the  performance  of  new 
high-technology  concrete  formulations; 

Understanding  of  the  mechanisms  and  effectiveness  of  new  environmentally  friendly 
silicon/silicone-based  flame  retardants  for  reducing  the  flammability  of  plastics;  and 

Test  methods  and  tools  to  improve  the  ability  of  various  network  technologies  to  provide 
user-defined  levels  of  service  required  for  voice,  video,  and  multimedia  data  delivery. 

With  the  advancements  that  have  taken  place  over  the  last  four  decades  in  many  technologies, 
U.S.  industry  will  need  increasingly  sophisticated  measurements  to  remain  competitive  in  all 
stages  of  technology-based  commerce  ~  research,  development,  production,  and  marketing   One 
U.S.  industry  sector  which  has  endured  through  fierce  global  competition  to  capture  more  of  the 
world's  market  share  than  any  other  nation  ~  semiconductors  -  will  be  further  empowered  to 
compete  through  increased  funds  for  NIST's  semiconductor  metrology  program    Without  the 
measurement  tools  and  services  needed  by  the  semiconductor  device,  equipment,  and  materials 
industries  to  remain  competitive  in  this  critical  technology,  we  as  a  nation  risk  losing  our 
advantage  in  the  continued  development  of  one  of  the  primary  building  blocks  for  economic 
growth  and  national  security  in  the  21st  century. 

N1ST  serves  as  the  nation's  measurement  laboratory  but  it  also  facilitates  and  advances  a 
universal  language  which  engineers  use  across  the  nation  and  around  the  world.  Currently,  NIST 
is  managing  a  26-nation  effort  which  will  lead  to  an  important  new  data-exchange  standard  for 
engineers  utilizing  computer-aided  manufacturing  which  will  result  in  hundreds  of  millions  of 
dollars  being  saved    The  benefits  that  will  accrue  to  the  engineering  community  as  a  whole  could 
not  have  been  developed  in  the  private  sector  because  they  are  shared  so  broadly  that  individual 
companies  have  neither  the  incentive  nor  the  expertise  to  do  so  on  their  own. 

Despite  the  overall  constraints  on  non-defense  discretionary  spending,  we  believe  that  a  strong 
case  can  be  made  for  increases  in  NIST's  laboratory  budget.  In  addition  to  meeting  the  growing 
technical  needs  of  established  industries  such  as  the  aforementioned  semiconductor  industry, 
NIST  must  also  be  able  to  support  industry's  standards  and  measurement  needs  in  new  and 
emerging  technology  areas.  In  a  global  market  where  the  lifespan  of  a  new,  competitive 
technology  is  measured  in  months,  rather  than  years,  U.S.  industry  often  depends  on  prompt 
action  by  NIST  to  provide  the  necessary  standards  and  measurement  tools  necessary  for 
commercialization. 

CONSTRUCTION  OF  RESEARCH  FACILITIES  

With  laboratories  dating  back  more  than  four  decades,  it  is  vital  that  the  Congress  adequately  fund 
the  10-year  construction  plan  outlined  by  NIST  four  years  ago.  Increased  funding  of  the  NIST 
laboratories  will  prevent  further  deterioration  of  these  national  resources  while  enabling 
construction  of  new  facilities  necessary  to  perform  the  precision  measurements  demanded  by 
today's  high-tech  industries   The  decaying  state  of  NIST  facilities  already  has  made  it  impossible 
to  provide  some  manufacturers  with  essential  services,  such  as  state-of-the-art  calibrations 
urgently  needed  to  maintain  production-line  quality  controls  on  par  with  our  overseas 
competitors. 


Environmental  controls  regulating  temperature,  humidity,  vibration,  and  air  cleanliness  that  were 
more  than  adequate  when  the  buildings  were  first  constructed  are  now  completely  inadequate  for 
molecular  research  In  addition,  N1ST  power  supplies  are  becoming  less  reliable  and  lack  the 
capability  of  delivering  clean  power  required  by  sensitive  equipment.  Since  nearly  all  modern 
experiments  rely  on  sensitive  equipment  to  collect  and  analyze  data,  the  poor  quality  of  N1ST 
power  supplies  regularly  results  in  inaccurate  measurements,  costly  delays,  rework,  and  loss  of 
data    Moreover,  many  N1ST  laboratories  do  not  even  meet  the  current  safety  standards. 

An  independent  study  conducted  for  NIST  in  FY  1991  found  that  the  overwhelming  majority  of 
NIST's  facilities  will  fail  to  meet  program  needs  within  this  decade  unless  steps  are  taken  now  to 
design,  construct,  and  renovate  the  needed  facilities.  However,  implementation  of  NIST's  10- 
year  construction  plan  will  bring  its  most  critical  facilities  up  to  US  industry's  measurement 
needs  through  the  year  2010  and  beyond 

When  our  nation's  bridges  fall  into  disrepair,  we  rebuild. 

When  our  nation's  security  is  threatened,  we  reinforce. 

When  our  nation's  ability  to  compete  is  diminished,  we  can  reevaluate,  but  we  cannot  retreat. 

INDUSTRIAL  TECHNOLOGY  SERVICES 

A  report  recently  issued  by  the  private  sector  Council  on  Competitiveness  entitled  "Endless 
Frontier,  Limited  Resources:  U.S.  R&D  Policy  for  Competitiveness"  makes  a  compelling  case  for 
building  partnerships  between  government,  industry  and  academia  in  the  face  of  increased  global 
competition.  During  a  time  when  U.S.  industry  is  reducing  its  overall  funding  of  R&D  and 
significantly  curtailing  the  elements  of  R&D  which  do  not  directly  lead  to  product  development, 
who  will  be  developing  the  technologies  which  will  be  introduced  in  the  years  to  come? 

We  believe  that  the  Federal  Government  has  an  appropriate  role  to  play  in  fostering  the 
development  of  technologies  which  will  form  the  basis  for  the  industries  of  tomorrow.  Whether 
that  role  is  in  the  form  of  public-private  partnerships  like  NIST's  Advanced  Technology  Program 
or  the  Government-wide  Small  Business  Innovation  Research  program  or  a  state  technology 
development  program  like  Pennsylvania's  Ben  Franklin  Partnership,  the  underlying  need  for 
continued  government  funding  of  programs  which  effect  the  application  of  basic  science  to 
societal  needs  is  fundamental. 

Public-private  partnerships  have  served  as  the  cornerstone  for  many  of  our  nation's  greatest 
technological  achievements.  We  believe  that  partnerships  like  the  Advanced  Technology 
Program  and  the  Manufacturing  Extension  Program  have  demonstrated  that  cooperation  between 
the  Federal  Government,  the  States,  and  the  academic  and  business  communities  reflects  a 
thoughtful  approach  to  financing  innovation  in  the  absence  of  adequate  venture  capital. 

It  is  widely  understood  that  technology  is  responsible  for  as  much  as  50%  of  the  nation's 
economic  growth  since  World  War  II.  While  AAES  strongly  believes  that  a  balanced  budget  is  a 
vital  element  of  any  competitiveness  strategy,  the  health  of  our  nation's  scientific  and 
technological  infrastructure  should  not  be  compromised  through  arbitrary  cuts  in  discretionary 
spending     Given  the  potential  rewards  for  investments  made  in  research  and  development,  AAES 
urges  the  Committee  to  recognize  and  support  those  programs  which  bolster  productivity  and 
economic  growth  as  it  develops  its  FY  1997  budget  for  the  Department  of  Commerce. 


PREPARED  STATEMENT  OF  THE  NORTHWEST  INDIAN  FISHERIES 
COMMISSION 

Mr.  Chairman,  and  members  of  the  Subcommittee,  on  behalf  of  the  Northwest  Indian 
Fisheries  Commission  (NWIFC),  I  thank  you  for  the  opportunity  to  present  the 
Commission's  views  on  the  FY-1997  budget  of  the  Department  of  Commerce,  National 
Oceanic  and  Atmospheric  Administration,  and  the  National  Marine  Fisheries  Service 


My  name  is  Bill  Frank,  Jr.,  and  I  am  Chairman  of  the  Northwest  Indian  Fisheries 
Commission    For  the  committee's  information,  the  twenty  treaty  tribes  of  Western 
Washington  formed  the  NWIFC  in  1975,  who  were  party  to  the  litigation,  U.S.  v. 
Washington.  This  litigation,  also  known  as  the  "Boldt  Decision,"  fundamentally,  and 
positively,  altered  the  way  salmon  and  steelhead  were  managed  in  the  region.  Today, 
over  1 7  years  later,  the  tribes  are  now  positioned  as  co-managers  of  the  great  salmon 
"resources  of  the  Pacific  Northwest.  Tribal  leaders  are  now  intimately  involved  in  al! 
phases  of  fisheries  management.  Tribal  programs  share  management  responsibilities 
with  the  state  of  Washington  to  protect,  enhance  and  restore  the  Pacific  salmon.  In 
doing  so.  the  tribes  rely  on  the  NWIFC  to  coordinate  tribal  fishery  management  policy 
and  to  provide  technical  assistance  to  these  tribes  in  order  to  protect  their  treaty- 
protected  fishery  resources.  We  are  able  to  work  on  these  difficult  tasks  with  dedicated 
policy  and  technical  expens,  efforts,  by  themselves,  cannot  hope  to  solve  all  the 
problems.   That  is  why  we  are  before  you  today,  seeking  your  assistance  as  weli  as 
supporting  programs  and  efforts  we  believe  are  necessary  for  the  salmon  resource    Let 
me  begin 

PACIFIC  SALMON  TREATY 

After  decades  of  negotiations,  the  United  States  finally  signed  a  treaty  with  Canada  for 
Pacific  salmon.  Implementation  of  this  international  agreement,  to  achieve 
conservation  and  equitable  utilization  of  the  resource  requires  an  obligation  of 
adequate,  stable  funding.  We  support  the  US  section  in  the  FY-1996  National 
Marine  Fisheries  Commission  budget  to  honor  its  commitment  to  the  treaty. 
These  funds,  the  bulk  of  which  are  pass  through  to  the  states  of  Washington,  Oregon, 
and  Alaska,  are  necessary  for  the  states  to  cooperatively  conduct  research  and  data 
evaluation  programs,  to  develop  bilateral  fishery  objectives  and  goals,  and  to  allow  for 
coordinated  enhancement  activities  as  outlined  by  the  Treaty  negotiators.  These 
monies  are  complementary  to  those  provided  to  the  tribes  through  the  Interior 
Appropriations  Subcommittee.  The  work  these  funds  will  provide  are  closely  integrated 
with  tribal  projects  and  efforts.  Without  these  funds,  tribal  and  other  efforts  will  suffer, 
and  fall  short  of  promise. 


The  committee  must  be  made  aware  of  the  long  term  federal  commitments  to  rebuild 
Chinook  and  coho  stocks  of  concern.  The  United  States  and  its  fisheries  can  and 
should  benefit  from  increases  in  salmon  production  through  the  Treaty's  conservation 
principle  and  the  rebuilding  program,  while  simultaneously  implementing  its  own 
enhancement  program.  Tribal  state  and  federal  managers  are  poised  to  present 
specific  proposals  will  go  a  long  ways  towards  supplementing  production  of  weak  or 
depressed  stocks. 

REGIONAL  FISHERY  MANAGEMENT  COUNCILS 

Most  fisheries  face  contentious  allocative  issues  related  to  by-catch,  fishing  power  and 
competition  on  fishing  grounds.  The  Councils  must  address  these  problems,  but  they 
have  inadequate  support  for  critical  independent  analyses  and  required  meetings  with 
constituent  groups. 

We  are  concerned  that  the  Pacific  Fishery  Management  Council  will  not  be  able  to 
meet  its  obligations  under  the  Magnuson  Act  because  of  the  funding  reductions. 
Already,  we  have  seen  efforts  taken  to  restrict  necessary  activities  when  the  workload 
demands  increased  attention  due  to  by-catch  measures,  habitat  protection  needs,  and 
other  management  programs.  Overall,  Council  funding  needs  to  be  increased  -  we 
support  the  budget  requests  for  the  Regional  Management  Council. 
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MITCHELL  ACT  HATCHERIES 

Congress  authorized  the  Mitchell  Act  in  1938  to  develop  improvements  in  the  Columbia 
River  watershed  for  the  benefit  of  salmon  and  steelhead.  The  Act  recognizes  that  the 
salmon  resources  are  in  serious  decline  due  to  construction  on  hydroelectric  and  water 
diversion  projects. 

This  program  has  focused  funds  on  fish  hatcheries,  stream  improvement  (fishways, 
irrigation  screening,  and  stream  clearance)  and  research  related  to  improving  the 
quality  of  fish  produced  in  the  system.  The  federal  government  has  invested  significant 
monies  in  this  program  and  must  assure  its  continued  commitment  to  the  program. 

MARINE  MAMMAL  PROTECTION  ACT 

Going  into  the  final  year  of  this  five-year  effort,  funds  are  required  for  continued 
implementation  of  the  Commercial  Fisheries  Interim  Exemption  Program  under  the 
Marine  Mammal  Act  amendments.  The  budget  as  proposed  by  the  Administration 
is  essential.  The  data  collection  and  management  elements  of  this  program  will  lead 
to  their  authorization  of  the  Act  in  1997.  Although  the  Program  focuses  primarily  on  the 
observer  coverage,  it  also  is  responsible  for  implementation  of  permitting  and  reporting, 
log  books,  education  and  gear  research. 

[MARKETING  -  $250,000] 

BACKGROUND 

For  your  background,  we  would  like  to  leave  some  information  which  helps  to  further 
explain  the  role  of  our  member  tribes  and  the  NWIFC  in  managing  the  salmon 
resources  of  the  Pacific  Northwest.  We  appreciate  being  able  to  testify  before  the 
committee  and  we  thank  you  for  your  attention  to  your  needs. 

PREPARED  STATEMENT  OF  CHRISTOPHER  COX,  VICE  PRESIDENT  FOR 
DEVELOPMENT  AND  COMMUNICATIONS,  MYSTIC  SEAPORT 

Thank  you,  Chairman  Gregg,  for  providing  me  the  opportunity  to  submit  testimony  to  this 
Subcommittee  regarding  Fiscal  Year  1997  Appropriations  for  the  National  Oceanic  and  Atmospheric 
Administration  (NOAA).  I  serve  as  Vice  President  of  External  Affairs  at  Mystic  Seaport. 

Mystic  Seaport  is  the  oldest  and  largest  maritime  history  museum  in  the  United  States.  Over  25 
million  Americans  have  visited  Mystic  Seaport  since  it  was  opened  in  1929.  We  are  the  State  of 
Connecticut's  largest  cultural  attraction. 

For  the  past  four  years  I  have  submitted  testimony  to  this  Subcommittee  to  express  the  thanks  of 
Mystic  Seaport  for  the  support  which  we  have  received  from  this  Subcommittee  in  our  efforts  to  build 
the  American  Maritime  Education  and  Research  Center.  I  submit  testimony  this  year  to  further  express 
the  Seaport's  appreciation  and  to  request  that  Congress  provide  the  necessary  funds  in  fiscal  year  1997 
to  complete  the  federal  share  of  this  project-a  project  which  is  beneficial  to  Connecticut,  to  New 
England  and  to  the  nation. 

The  purpose  of  the  American  Maritime  Education  and  Research  Center  is  to  provide  Americans  with  a 
facility  devoted  solely  to  public  education  and  research  into  our  country's  historic  and  ongoing 
relationship  with  the  sea  and  America's  waterways.  Understanding  the  importance  of  maritime 
connections  in  the  development  of  the  United  States  is  more  than  just  an  academic  issue  Our  seas  and 
waterways  have  been  and  will  continue  to  be  vital  to  the  economic  health  of  our  country.  Mystic 
Seaport  interprets  for  children,  parents,  teachers  and  students  throughout  the  United  States  the  vital 
link  between  the  sea,  waterways  and  commerce. 

For  Mystic  Seaport  to  continue  to  serve  as  our  nation's  leading  institution  devoted  to  maritime 
education,  as  well  as  a  magnet  for  tourism  in  New  England,  it  must  develop  infrastructure  and 


programs  to  support  the  increased  demand  for  our  programs  and  services.  The  American  Maritime 
Education  and  Research  Center  will  help  bring  Mystic  into  the  twenty-first  century.  Congress,  during 
the  past  four  years,  has  generously  provided  $3  million  for  the  design  and  construction  of  this  facility. 

The  federal  funds  appropriated  for  this  project  to  date  have  helped  Mystic  Seaport  design  and  prepare 
for  construction  of  the  American  Maritime  Education  and  Research  Center.  A  major  new  education 
theme,  titled  "America  and  the  Sea,"  is  designed  to  touch  every  American  in  a  meaningful,  thought- 
provoking  way.  An  "America  and  the  Sea"  exhibit  series  will  travel  throughout  the  United  States 
concurrent  with  educational  curricula  and  educational  television  programming.  We  expect  the 
American  Maritime  Education  and  Research  Center  to  reach  tens  of  millions  of  Americans  by  the  year 
2000 

The  federal  funds  committed  to  date  have  also  helped  the  Seaport  attract  private  and  State  funding. 
The  State  of  Connecticut  has  committed  $10  million  to  Seaport  programs,  $5  million  of  which  is 
specifically  for  the  $25  million  American  Maritime  Research  and  Education  Center  project.  To  date, 
we  have  raised  $15  million  in  private  funds  in  support  the  Seaport's  Capital  Campaign,  of  which  the 
Center  is  a  critical  component. 

While  our  efforts  to  raise  the  private  and  non-federal  funds  for  the  Center  continue  to  be  successful,  the 
remaining  federal  portion  of  this  project  ($2.2  million)  remains  critically  important. 

Congress  has  provided  funds  for  the  American  Maritime  Education  and  Research  Center  through  the 
National  Oceanic  and  Atmospheric  Administration's  (NOAA)  construction  account.  While 
"earmarking"  funds  through  this  account  has  been  controversial  in  general,  we  believe  that  this 
approach  is  appropriate  because  the  mission  of  the  Seaport  and  the  mission  of  NOAA  are  compatible. 
As  a  result  of  our  consistent  missions.  Mystic  and  NOAA  have  developed  a  strong  working 
relationship.    NOAA  representatives  visited  the  Seaport  in  1994  to  review  plans  for  the  new  facility. 

The  Connecticut  Center  for  Economic  Analysis,  an  independent  organization  associated  with  the 
University  of  Connecticut,  conducted  in  1994  an  economic  impact  analysis  on  the  American  Maritime 
Education  and  Research  Center.  They  estimated  that  there  exists  an  $1 1 .38  benefit/cost  ratio  for  funds 
provided  for  this  project  That  is,  every  $1  in  public  funds  produces  over  $11  in  local  economic 
stimulus  per  year. 

The  economic  analysis  also  shows  that  the  $10  million  State  investment  in  this  project  will  create  9000 
job  years,  averaging  about  300  jobs  per  year,  between  1994  and  2026.  It  is  clear  that  the  federal 
investment  in  this  project  (total  $5.2  million)  will  have  the  same  leveraging  affect.  I've  provided  the 
Subcommittee  with  a  copy  of  this  highly  favorable  economic  impact  statement. 

As  a  result  of  the  economic  development  implications  of  this  project,  Mystic  has  begun  working  with 
the  Economic  Development  Administration  (EDA)  to  determine  whether  the  Seaport  is  eligible  for 
federal  funding  through  any  of  the  EDA  grant  programs.  We  will  keep  the  Committee  informed  of  our 
efforts  with  the  EDA. 

Chairman  Gregg,  we  appreciate  your  considering  funding  the  remaining  federal  share  of  this  important 
project,  and  we  thank  you  for  the  opportunity  to  submit  testimony  this  year.  Please  know  that  the 
Administration's  fiscal  year  1997  budget  request  for  NOAA  includes  approximately  $1  million  for  this 
project. 

PREPARED  STATEMENT  OF  BILLE  HOUGART,  THE  OCEANIC  INSTITUTE 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  greatly 
appreciate  the  opportunity  to  appear  before  you  and  the 
Subcommittee  to  thank  you  for  your  past  support,  and  to  discuss 
the  achievements  and  opportunities  relating  to  the  aquaculture 
and  fisheries  programs  at  the  Oceanic  Institute  in  the  State  of 
Hawaii . 

For  more  than  30  years,  the  Oceanic  Institute  has  engaged  in  the 
development  of  technology  for  the  benefit  of  the  U.S.  marine 
aquaculture  industry  and  for  the  health  and  welfare  of  marine 
fisheries  at  our  research,  facilities  in  Hawaii. 
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When  the  expansion  of  our  laboratory  and  research  complex,  now 
underway,  is  completed,  the  Oceanic  Institute's  Center  for 
Applied  Aquaculture  will  be  the  largest  and  most  sophisticated 
facility  of  its  kind  in  the  world.   And,  we  anticipate  that  our 
research,  technical  and  support  staff  can  increase  in  the  future 
from  145  to  over  300. 

The  National  Academy  of  Sciences 's  Marine  Board  recently 
recommended  that  marine  aquaculture  technology  centers  should  be 
established  in  key  locations  in  the  United  States  to  address  key 
constraints  and  opportunities  in  marine  aquaculture.   We  are 
pleased  that  the  Oceanic  Institute  can  respond  to  this  mandate. 

Research  is  ongoing  in  all  key  aspects  of  marine  aquaculture.   We 
have  comprehensive  research  efforts  underway  in  such  areas  as 
aquatic  feed  formulation,  disease  prevention  and  health 
maintenance,  water  quality,  maturation,  reproduction  and  larval 
rearing  of  shrimp  and  marine  finfish,  stock  enhancement  of  marine 
fisheries,  and  the  adaptation  of  imported  technologies  for 
domestic  application. 

Many  of  our  research  programs  are  carried  out  in  cooperation  and 
collaboration  with  Universities,  private  research  institutions 
and  with  Federal  and  State  agencies  across  the  country  and  in  the 
Pacific  basin.   This  highly  focused  network  of  technical  and 
scientific  resources  is  an  important  conplement  to  the  work 
conducted  by  Federal  and  State  agencies  in  the  marine  sciences. 

Several  of  our  most  important  research  programs,  research  on  the 
culture  of  marine  finfish  such  as  Mahiraahi  and  Papio,  the  culture 
and  release  of  mullet  and  Moi  for  stock  enhancement  in  Hawaiian 
waters,  and  the  Asian  Interchange  Program  have  been  receiving 
generous  support  from  this  Committee.  These  programs  have  made 
significant  contributions  to  the  State  of  Hawaii,  and  the  nation 
as  a  whole. 

Our  Finfish  Culture  Program  has  evolved  from  the  combined  efforts 
of  feeds  research  and  the  development  of  finfish  grow-out 
technology.   The  goal  is  to  advance  tbe  culture  technology  of 
important  marine  finfish,  such  as  "Mahi  mahi"  and  "Papio",  to  the 
point  of  commercial  feasibility. 

We  have  completed  the  technology  transfer  package  for  Mahi  mahi 
culture.   A  major  field  demonstration  test  to  grow  Mahi  mahi  in 
large  submerged  cages  will  be  conducted  soon  by  the  private 
sector  in  deep  waters  off  the  shores  of  Mississippi.   As  well, 
newly  formed  companies  are  now  rearing  Mahi  mahi  in  Hawaii  and  in 
Florida.   Our  work  with  Papio  is  just  underway  but  already 
significant  strides  have  been  made  in  reproduction  and  in  larval 
rearing. 

The  Aquaculture  Interchange  Program.   This  program  has  made 
significant  strides  in  the  exchange  and  application  of  Asian 
aquaculture  practices  by  the  U.S.  industry.   Each  year,  AIP 
organizes  a  workshop,  bringing  together  experts  from  a  particular 
field  of  aquaculture  for  a  direct,  reciprocal  exchange  of 
information. 

Results  of  workshops  are  compiled  and  made  available  to  the  U.S. 
industry  and  to  researchers.   Topics  have  included  mass  and 
continuous  culture  of  live  microscopic  feed  for  larval  rearing  of 
marine  finfish  in  hatcheries,   the  culture  of  cool -water  marine 
shrimp,  diseases  of  cultured  shrimp,  and  selective  breeding  of 
fishes  in  Asia. 

The  most  recent  package  examines  aquaculture  health  management 
strategies  for  marine  fishes.   In  1997,  the  program  will  focus  on 
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practical  applications  of  marine  biotechnology  for  aquaculture. 
All  topics  chosen  for  investigation  have  highly  important 
economic  benefits  for  the  U.S.  marine  aquaculture  industry.   To 
date,  over  5,000  commercial  producers,  extension  agents  and 
researchers  have  received  the  information  acquired  by  the  AIP 
program. 

The  program  has  focussed  primarily  on  Asian  aquaculture 
technology.   But,  because  it  is  now  clear  that  overseas 
technology  development  in  marine  aquaculture  is  rapidly  expanding 
from  Asia  towards  Europe,  the  United  States  must  now  increasingly 
interact  with  science  organizations  and  researchers  in  European 
countries . 

If  the  United  States  marine  aquaculture  industry  is  to  remain 
competitive  in  the  global  market  place,  it  must  stay  current  in 
all  aspects  of  culture  technology  development. 

The  Stock  Enhancement  Program.   This  program  is  a  response 
to  an  estimated  85%  depletion  in  natural  fish  populations  in 
Hawaii's  coastal  waters  during  this  century.   Beginning  with  the 
stocking  of  striped  mullet,  it  is  anticipated  that  a  number  of 
important  commercial  and  recreational  species  that  are  currently 
under  severe  stress  will  be  restored  in  the  Hawaiian  waters. 

In  1995,  The  Oceanic  Institute  completed  the  release  protocols 
and  evaluation  of  the  striped  mullet.   The  Institute,  in 
cooperation  with  the  National  Marine  Fisheries  Service  and  the 
State  of  Hawaii,  has  demonstrated  that  the  restocking  of  the 

mullet  in  Hawaiian  waters  works. 

Fishermen  are  now  catching  large  numbers  of  released  mullet.   For 
example,  in  a  recent  sampling,  hatchery  produced  mullet  comprised 
around  30%  of  the  mullet  population  in  Hilo  Bay.   The  technology 
and  release  protocols  developed  for  the  test  species  are  being 
adapted  to  the  priority  game  species  in  Hawaii,  the  Pacific 
threadfin,  known  locally  as  "Moi."  We  have  made  test  releases  of 
Moi  and  some  of  these  tagged  fish  are  already  showing  up  in 
Hawaiian  fish  markets.   Preliminary  results  indicate  that  we  have 
doubled  the  population  in  one  bay. 

Mr.  Chairman,  in  the  past  decade,  most  of  the  world's  fisheries 
have  been  exploited  to  the  point  of  near  exhaustion.   As  stocks 
are  fished  out,  species  previously  ignored  get  caught,  as  do 
small  fry  of  the  big  species:   fishermen  in  the  North  Sea  now 
bring  home  whiting  that  they  would  have  sneered  at  20  years  ago, 
and  their  catches  are  as  small  as  they  were  in  the  1970s. 

It  is  now  clear  that  responsible  and  science-based  enhancement  of 
important  marine  stocks,  based  on  sophisticated  aquaculture 
technology,  will  play  an  important  role  as  governments  struggle 
with  issues  of  overexploitation,  pollution  of  critical  aquatic 
habitat,  and  the  depletion  of  important  commercial  fisheries 
'stocks . 

To  that  end,  the  Oceanic  Institute  is  now  exploring  opportunities 
to  collaborate  with  interested  Federal  and  State  institutions  and 
apply  the  knowledge  gained  in  Hawaii  to  enhance  depleted  coastal 
fisheries  stocks  elsewhere  in  the  United  States. 

As  well,  commercial  aquaculture  of  marine  species  can  help  meet 
the  demand  for  aquatic  protein.   For  example,  in  just  20  short 
years,  aquaculture  of  marine  shrimp  has  grown  to  the  extent  that 
farmed  shrimp  now  account  for  over  25%  of  all  shrimp  in  the 
world's  markets  and  it  is  now  possible  to  trade  shrimp  in  the 
commodities  market. 
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The  programs  supported  by  this  Committee  at  the  Oceanic  Institute 
provide  a  sound  investment  in  the  development  of  technology  for 
American  aquaculture  and  fisheries  interests.   Mr.  Chairman,  for 
these  three  important  programs,  Finf ish  Culture.  Stock 
Enhancement  and  Aquaculture  Interchange,  we  are  requesting  level 
funding  of  $1.25  million.   We  greatly  appreciate  the  continuing 
support  of  this  Committee  and  ask  for  favorable  consideration  of 
our  request  for  FY  1997 . 

PREPARED  STATEMENT  OF  CYRUS  M.  JOLLIVETTE,  VICE  PRESIDENT  FOR 
GOVERNMENT  RELATIONS  AND  EXECUTIVE  ASSISTANT  TO  THE  PRESI- 
DENT, UNIVERSITY  OF  MIAMI 

Chairman  Gregg,  thank  you  for  allowing  me  to  appear  before  you 
to  discuss  recent  progress  by  my  colleagues  at  the  University  of 
Miami  Rosenstiel  School  of  Marine  and  Atmospheric  Science  in 
developing  regional  cooperative  research  and  fleet  management 
programs  to  support  NOAA  activities  in  the  southeastern  United 
States.  The  Rosenstiel  School  is  one  of  the  four  largest  academic 
oceanographic  institutions  in  the  nation  and  the  largest  such 
institution  in  the  southeast  U.S. 

First,  I  wish  to  discuss  the  International  Research  Institute 
(IRI)  Application  Efforts  by  the  Florida  Consortium. 

The  El  Nino-Southern  Oscillation  (ENSO)  climate  phenomenon  has 
been  responsible  historically  for  billions  of  dollars  of  damage  to 
crops,  livestock,  and  fisheries  around  the  world.  During  the  most 
recent  ENSO,  agriculture  in  the  southeast  U.S.  alone  lost  more  than 
$100  million  in  one  growing  season. 

Largely  due  to  NOAA  efforts,  ENSO  forecasts  are  improving  and 
steps  can  be  taken  now  to  investigate  and  begin  to  mitigate  some  of 
the  known  impacts.  A  consortium  of  Florida  universities  --  three 
public  and  one  private  --  has  been  formed  to  address  the  central 
question  for  ENSO  research:  "How  can  we  best  use  the  global  ENSO 
forecasts  to  assess  effects  on  natural  and  human  systems  and  to 
prevent  or  mitigate  adverse  social  and  economic  consequences  of 
climate  variability?" 

The  University  of  Miami  --we  are  the  private  --  will  provide 
leadership  in  the  development  and  application  of  the  overall  risk 
assessment  and  risk  management  framework  and  in  applications 
training  and  outreach.  The  University  of  Florida  will  provide 
leadership  in  the  development  and  use  of  agricultural  system  tools. 
Florida  State  University  will  provide  climatological  analyses,  wind 
fields,  and,  with  the  University  of  South  Florida,  will  develop 
regional  predictions  of  ENSO-related  climate  changes  and  act  as 
liaison  with  forecast  modeling  centers  and  as  a  training  location 
for  forecasters  in  affected  regions. 

All  ENSO  application  efforts  will  be  coordinated  with  the 
International  Research  Institute  "for  Seasonal-to-Interannual 
Climate  Change,  located  at  Lamont  Doherty  Earth 
Observatory/Columbia  University  and  Scripps  Oceanographic 
Institution,  and  with  the  Inter-American  Institute  (IAI)  for  Global 
Climate  Change  Research  Program.  We  seek  an  additional  $3  million 
for  the  Climate  and  Global  Change  Program  to  support  this  vital 
effort  in  Florida. 

Next,  we  think  you  should  be  aware  of  Southeast  Consortium  for 
Ocean  Research  (SECOR) . 

In  view  of  proposed  actions  to  privatize  some  of  the  NOAA  ship 
operations  and  to  promote  the  most  efficient  use  and  operation  of 
research  ships  and  support  facilities,  a  concentrated  effort  has 
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recently  begun  to  foster  closer  relationships  between  major  marine 
science  groups  in  the  southeastern  United  States.  The  Southeast 
Consortium  for  Ocean  Research  (SECOR) ,  comprised  initially  of  the 
University  of  Miami,  the  University  of  Texas  at  Austin,  and  Texas 
A&M  University,  is  an  advisory  and  coordinating  group  of  scientific 
institutions  that  offers  a  mechanism  for  more  efficient 
coordination  of  existing  facilities  to  support  long-term  regional 
mult i -disciplinary  research  programs. 

This  form  of  cooperation  is  vital  for  consolidated  management 
of  shore-side  support;  coordinated  scheduling  of  both  University- 
National  Oceanographic  Laboratory  System  (UNOLS)  and  non-UNOLS 
ships  operated  by  SECOR  members;  cost-effective  use  of  resources 
through  the  sharing  of  shipboard  scientific  equipment,  potential 
exchange  of  ship  crews  and  technical  personnel  between  facilities 
of  the  members;  coordinated  purchasing  of  commonly  used  supplies; 
and  joint  acquisition  of  specialized  equipment  or  facilities,  e.g., 
ships.  These  facilities  operate  in  compliance  with  UNOLS  policies 
concerning  safety,  scheduling,  and  efficient  ship  operations. 

NOAA  will  be  increasingly  dependent  upon  the  academic  fleet 
and  private  sector  to  fulfill  its  ship  needs;  new  cooperative 
mechanisms  are  needed.  Cooperative  regional  agreements  for  the 
operation  of  vessels,  which  are  integrated  into  the  UNOLS  ship 
allocation  process,  are  an  excellent  means  for  ensuring  optimum 
use  of  available  resources. 

Third,  we  ask  that  you  provide  $1.3  million  for  the  South 
Florida  Coastal  Oceans  Ecosystem  Study  (SoFCOES? . 

The  South  Florida  Coastal  Ocean  Ecosystem  encompasses  the 
unique  Everglades  ecosystem,  Florida  Bay  and  the  coral  reefs  of  the 
Florida  Keys.  SoFCOES  is  unique  in  that  it  is  the  only  program 
that  focuses  on  the  influence  of  large-scale  processes  on  Florida 
coastal  waters  and  Florida  Bay.  It  is  integrated  with  and 
complementary  to  the  South  Florida  Ecosystem  Restoration  Initiative 
which  focuses  almost  exclusively  on  land  processes,  e.g.,  the 
Everglades,  and  Florida  Bay. 

The  major  objective  of  the  SoFCOES  is  to  provide  a  sound 
scientific  basis  for  developing  better  resource  management  tools  in 
Florida  by  focusing  on  the  large  scale  circulation  features  that 
affect  the  coastal  waters  of  Florida.  The  core  of  the  program  is 
a  real-time  current -modeling  system  that  provides  information  on 
the  current  state  and  expected  evolution  of  the  physical 
environment  in  the  South  Florida  coastal  region  on  time  scales  of 
days  to  weeks  to  seasons.  A  prototype  has  been  successfully  used 
to  predict  the  transport  of  oil  spills  and  pollution  events. 

In  summary,  regional  approaches  to  the  health  of  our  coasts 
and  ecosystems  require  new  partnerships,  new  collaborations,  and 
new  sources  of  funding.  The  University  of  Miami  is  actively 
exploring  regional  partnerships  with  NOAA,  state,  private, 
corporate  and  other  academic  institutions  to  cost -effectively 
direct  our  capabilities,  funding  and  resources.  We  are 
enthusiastic  about  the  future  and  our  continued  close  coordination 
with  NOAA  in  the  southeastern  U.S. 

As  I  close,  Mr.  Chairman,  on  behalf  of  my  colleagues  both  at 
the  University  of  Miami  and  in  all  Florida,  I  express  deep 
appreciation  for  the  continuing  support  and  encouragement  you  and 
the  subcommittee  have  provided  over  many  years. 

We  hope  to  continue  to  merit  your  positive  consideration  and 

support . 

Thank  you . 
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PREPARED  STATEMENT  OF  GARY  J.  TAYLOR,  LEGISLATE  DIRECTOR, 
INTERNATIONAL  ASSOCIATION  OF  FISH  AND  WILDLIFE  AGENCIES 

The  International  Association  of  Fish  and  Wildlife  Agencies  appreciates  the  opportunity  to 
submit  this  statement  on  the  FY97  Approporiations  for  NMFS.  The  Association,  founded  in  1902, 
is  a  quasi-govemmental  organization  of  public  agencies  charged  with  the  protection  and 
management  of  North  America's  fish  and  wildlife  resources.  The  Association's  governmental 
members  include  the  fish  and  wildlife  agencies  of  the  states,  provinces,  and  federal  governments  of 
the  U.S.,  Canada,  and  Mexico.  All  SO  states  are  members.  The  Association  has  been  a  key 
organization  in  promoting  sound  resource  management  and  strengthening  federal,  state,  and  private 
cooperation  in  protecting  and  managing  fish  and  wildlife  and  their  habitats  in  the  public  interest 

In  these  times  of  fiscal  constraint,  the  Association  recognizes  and  appreciates  the  modest 
increases  to  some  of  the  natural  resource  agencies'  budgets.  Accordingly,  we  have  made  thoughtful 
deliberations  over  our  recommendations  and  have  been  careful  to  support  only  prudent  and  modest 
increase  where  it  is  necessary.  We  appreciate  the  opportunity  to  share  our  perspectives. 


NATIONAL  MARINE  FISHERIES  SERVICE  fNMFS) 

The  Association  generally  supports  the  Administration's  proposed  FY  1997  budget  to 
address  the  increasingly  critical  needs  of  the  nation's  marine  fishery  resources.  The 
Administration's  proposal  continues  the  commitment  established  in  FY  95  to  a  more  realistic 
NMFS  budget  to  help  address  the  nation's  responsibilities  to  marine  fishery  resources. 
Moreover,  never  has  the  need  for  effective  partnering  of  the  NMFS  with  the  states  and 
interstate  marine  fishery  commissions  been  greater.  States  and  the  interstate  marine  fishery 
commissions  share  with  the  NMFS  responsibilities  and  authorities  for  management  of  living 
marine  resources.  Sharing  funding  and  other  resources  to  address  marine  fisheries  research 
and  management  needs  is  more  efficient  and  effective  than  working  apart. 

NMFS  and  the  states  have  a  long  history  of  cooperation  in  coastal  fisheries  and  habitat 
management.  In  its  FY  97  budget  request  document,  NOAA  recognizes  and  encourages  these 
cooperative  efforts,  stating:  "Partnerships  promote  the  leveraging  of  resources  and  talent,  and 
often  provide  the  means  for  meeting  program  requirements  more  efficiently  because  of  the 
mutual  benefit  involved. "  The  Association  believes  these  cooperative  partnerships  are  the  best 
way  to  advance  fishery  management  efforts  into  the  21st  century.  The  FY  97  NMFS  budget, 
with  its  mandated  workforce  reductions  and  significant  programmatic  limitations,  presents  a 
special  opportunity  for  the  agency  to  more  broadly  utilize  partnerships  with  the  states  and 
interstate  commissions  in  expanded  and  innovative  ways.  However,  a  true  commitment  by 
NMFS  to  such  partnerships,  including  financial  commitment,  is  the  only  way  for  the  states  to 
fully  cooperate  with  NMFS  in  fulfilling  its  mission  of  resource  stewardship.  The  Association 
maintains  that  improving  the  ability  of  federal  and  state  marine  resource  managers  to  act  in 
concert  will  substantially  enhance  the  overall  management  of  the  nation's  living  marine 


The  FY  97  NMFS  budget  presents  a  significant  opportunity  for  state/federal 
cooperation,  since  the  states,  as  well  as  the  federal  government,  have  authorities  and 
responsibilities  in  management  of  marine  fisheries.  Therefore,  the  Association  believes  that 
partnerships  with  state  management  and  research  organizations  should  be  reflected  throughout 
the  NMFS  FY  1997  budget  request.  Successful  templates  for  cooperation  with  states  include 
programs  under  the  Interjurisdictional  Fisheries  Act,  Atlantic  Coastal  Fisheries  Cooperative 
Management  Act,  and  Anadromous  Fish  Conservation  Act. 

The  Association's  position  remains  that  NMFS'  top  priority  should  be  marine  resource 
conservation;  specifically,  research,  data  collection  and  management  of  marine  fishery 
resources  and  their  habitats.  For  those  marine  fish  stocks  for  which  population  status  is 
known,  43  percent  are  overutilized  and  another  39  percent  are  fully  utilized,  according  to  the 
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1993  Report  on  the  Status  of  U.S.  Living  Marine  Resources  (Department  of  Commerce). 
Additionally,  there  is  insufficient  information  to  evaluate  the  status  of  many  marine  fish 
stocks,  many  of  which  continue  to  decline.    Bycatch  mortalities  seriously  cripple  the  use  of  a 
number  of  stocks  which  are  decimated  by  these  non-targeted  fisheries.     For  example,  an 
estimated  10  billion  juvenile  finfish  are  destroyed  each  year  in  the  Gulf  of  Mexico. 

The  Association  is  seriously  concerned  about  the  reduction  of  funding  for 
Interjurisdictional  Fisheries  Act  grants  to  states,  as  such  reductions  further  limit  the  ability  of 
the  state  partners  to  conduct  vital  research  and  assessment  activities  for  a  number  of  species 
under  interstate  management.  Therefore,  the  Association  recommends  funding  of  the  Act  at  its 
authorized  level  of  $5.6  million,  which  includes  S0.6  million  to  be  divided  equally  among  the 
three  Interstate  Marine  Fishery  Management  Commissions  and  S5.0  million  for  grants  to 
slates*  These  programs  assist  state  fish  and  wildlife  agencies  in  managing  and  restoring 
Atlantic,  Gulf,  and  Pacific  coast  fish  species  that  annually  provide  billions  of  dollars  and  tens 
of  thousands  of  jobs  on  all  coasts.  Continued  reduction  in  Interjurisdictional  Fisheries  Act 
funding  will  negatively  impact  these  fishery  resources  and  the  jobs  and  incomes  they  represent. 

The  Association  remains  troubled  over  the  continuing  low  level  of  funding  for 
anadromous  species  and  supports  an  increase  to  the  authorized  level  of  $5.5  million.  This 
program  has  traditionally  funded  activities  that  cannot  be  supported  through  other  federal  and 
state  funds,  and  the  fisheries  management  community  has  been  unable  to  adequately  address 
the  needs  of  most  anadromous  fish  stocks.  For  example,  there  are  continuing  and  increasing 
problems  with  sturgeon  along  both  the  Atlantic  and  Gulf  coasts,  shad,  river  herring,  Gulf 
Coast  striped  bass,  Pacific  salmon,  and  a  litany  of  other  species.  The  Association  also 
supports  NMFS'  request  for  continued  funding  of  the  Anadromous  Fishery  Project  at 
$250jaQ0_i 

The  Association  strongly  urges  that  the  Atlantic  Coastal  Fisheries  Cooperative 
Management  Act  be  fully  funded  at  $5  million.  This  landmark  legislation,  enacted  in  1993,  is 
perhaps  the  prime  example  of  how  the  federal  government,  state  agencies,  and  an  interstate 
marine  fishery  management  commission  can  work  in  active  partnership  for  the  betterment  of 
fishery  resources.  Initial  efforts  under  the  Act  have  been  successful,  and  have  clearly 
demonstrated  the  necessity  for  additional  financial  resources  to  be  provided  to  the  states  and 
the  Atlantic  States  Marine  Fisheries  Commission  for  them  to  carry  out  their  Congressional 
mandate  in  fishery  management,  especially  in  the  area  of  increased  public  participation. 

The  Association  supports  the  Administration  budget  for  the  Regional  Fishery 
Management  Councils  at  $10.2  million.  In  the  past  decade,  the  need  for  prompt  action  by  the 
Councils  has  grown  far  faster  than  necessary  funding.  In  many  areas,  fishing  pressure  has 
increased  and  the  Councils'  ability  to  respond  with  regional  solutions  has  been  hampered  by 
lack  of  funding.  The  Councils'  essential  ability  to  craft  effective,  regional  solutions  under  the 
Magnuson  Fishery  Conservation  and  Management  Act  will  be  maintained  at  the  FY  1997 
NMFS  budget  request.  Any  erosion  of  this  funding  level  would  cause  serious  problems  for  the 
Councils'  fishery  management  process. 

Reliable  fishery  statistics  provide  the  foundation  upon  which  all  fishery  management 
decisions  are  based.  State  participation  in  development  and  implementation  of  fishery  statistics 
programs  is  critical  to  ensure  the  validity,  comparability,  and  usefulness  of  data.  Also,  while 
NMFS  has  responsibility  for  fisheries  in  federal  waters,  states  are  authorized  to  collect  and 
interpret  fishery  statistics  for  those  species  under  state  jurisdiction.  Therefore,  it  is  essential 
that  states  and  the  Interstate  Fisheries  Commissions  participate  in  cooperative  statistics 
programs.  In  recognition  of  these  facts,  the  NMFS  has  developed  successful  joint  programs  in 
statistics  with  the  states,  such  as  the  PacFTN,  RecFIN,  and  ComFIN  programs  and,  most 
recently,  the  Atlantic  Coastal  Cooperative  Statistics  Program.  The  proposed  FY  1997  budget 
is  critical  to  forging  coastwide,  cooperative  statistics  programs.  To  this  end,  the  Association 
supports  the  Administration  request  for  $24.681  million  for  Fishery  Industry  Information 
(including   $13.581    million   for   fisheries   statistics.   $5.2   million   for   Alaska   Groundfish 
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Monitoring.  $3.0  million  for  PacFIN.  S2.9  miliion  for  RecFIN.  and  the  necessary  software 
and  hardware  to  manage  and  maintain  the  datav 

Similarly,  the  cooperative  research  programs  between  NMFS  and  state  marine  fisheries 
agencies  provide  information  vital  to  proper  assessment  of  fish  resources.  These  include  the 
SEAMAP  and  MARFIN  programs  which  support  fishery-independent  research  on  high  priority 
species.  MARFIN  continues  to  provide  funds  for  Congressionally  mandated  shrimp  bycatch 
studies.  SEAMAP  is  building  a  long-term  fishery-independent  data  base  needed  for  managing 
heavily  exploited  species  and  for  identifying  and  protecting  critical  habitat.  The  Association  is 
concerned  over  the  erosion  of  funding  levels  for  these  critical  information-gathering 
partnerships. '  Therefore,  the  Association  recommends  that  the  MARFIN  competitive  grant 
Program  be  funded  at  $5.0  million  and  SEAMAP  at  the  FY  95  level  of  SI  .34  million. 

The  Association  is  pleased  to  see  that  the  FY  1997  budget  request  includes  funding  for 
the  Atlantic  salmon  program.  We  also  support  the  data  collection  and  analysis  related  to  U.S. 
obligations  under  the  Pacific  salmon  treaty. 

The  Association  recognizes  that  a  variety  of  ships  is  essential  for  NOAA  to  meet  its  at- 
sea  data  gathering  missions.  Such  vessels  must  be  maintained  in  good  condition  and  capable 
of  conducting  research  and  assessment  using  modem  technologies.  The  Association  agrees 
that  NOAA  should  explore  opportunities  to  meet  its  ship  requirements  through  chartering  of 
state,  university,  and  private  vessels.  In  addition,  NOAA  must  also  recognize  the  unique 
nature  of  fisheries  research,  including  the  continuation  of  critical  long-term  data  sets  for 
fishery  management.  It  is  highly  unlikely  that  the  agency  will  be  able  to  meet  all  its  vessel 
needs  in  this  area  through  chartering.  Therefore,  the  Association  recommends  that  NMFS 
maintain  a  core  fisheries  research  capability  of  approximately  six  ships  in  the  200  foot  or 

larger  category,  with  adequate  federal  funding  to  operate,  maintain,  and  eventually  replace 
there  vessels.  Also.  Congress  should  authorize  NQAA  to  enter  into  long-term  ( 10-year)  lease 
agreements  in  order  to  provide  sufficient  financing  for  new  vessel  construction. 

The  NMFS  FY  1995  budget  was  the  first  budget  submittal  in  many  years  to  show  an 
adequate  response  to  the  severe  infrastructure  problems  of  the  NMFS.  Unfortunately,  the 
subsequent  budget  and  the  Administration's  FY  97  request  do  not  reflect  actual  facility  needs. 
The  Association  svpports  significant  continued  support  in  this  area  to  ensure  NMFS'  ability  to 
conduct  needed  management  and  research  operations,  including  the  $4.5  million  to  complete 
thg  addition  to  the  NMFS  Charleston.  SC  laboratory. 

The  Association  supports  the  Administration's  request  for  an  increase  from  $9.0  to 

$10.220  million  for  activities  under  the  Marine  Mammal  Protection  Act-  The  relationship 
between  marine  mammals  and  the  nation's  fisheries  continues  to  be  the  subject  of  intense 
policy  consideration  and  reliable  information  is  critical  to  resolution  of  these  conflicts.  This 
funding  is  critical  to  fulfilling  Congress'  mandates  in  the  Marine  Mammal  Protection  Act. 

The  Association  strongly  supports  the  Administration's  request  for  $14.8  million  in 
funding  for  Endangered  Species  Act  recovery  plans,  a  variety  of  controversies  has  placed 
significant  demands  for  recovery  of  endangered  species  on  the  NMFS  and  especially  the 
coastal  states,  where  much  of  the  work  is  done.  Thus,  the  Association  recommends  that  at 
least  $1.5  million  of  these  funds  be  committed  to  grants  to  states  under  Section  6  of  the  Act. 
Increased  Section  6  grants  would  make  possible  the  joint  state-federal  implementation  of 
recovery  plans  so  that  species  can  be  recovered  and  eventually  delisted. 

The  Association  supports  the  Administration's  proposed  increase  in  the  NMFS  habitat 
conservation  and  restoration  to  $10.3  million  Commercial  and  recreational  fisheries  are 
clearly  dependent  on  adequate  habitat  which  support  viable  populations.    Since  a  substantial 

portion  of  critical  fish  habitat  occurs  in  state  waters,  the  Association  recommends  that  this 

research  and  management  be  done  under  a  state-federal  cooperative  program. 
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The  Association  applauds  the  Administration  for  requesting  an  increase  in  funding  from 
$9.893  million  to  $11.825  million  to  promote  and  develop  fisheries.  This  line  includes  the 
critical  Saltonstall-Kennedy  grants  program  which  addresses  high  priority  research  and 
development  needs  and  generates  industry  matching  monies.  These  funds  are  derived  from 
import  duties  on  fishery  products,  and  for  over  35  years  have  been  used,  at  least  in  part,  to 
support  U.S.  fisheries.  The  Association  continues  to  recommend  that  the  grant  program  focus 
on  recovery  of  depleted  or  stressed  stocks,  bycatch  studies,  and  related  vital  areas. 

The  Association  supports  the  Administration  request  for  an  increase  in  the  funding  for 
critical  law  enforcement  activities.  The  Association  believes  NMFS  could  make  its  law 
enforcement  activities  more  efficient  by  working  with  state  law  enforcement  agencies  and 
again  recommends  that  a  portion  of  this  increase  be  used  for  cooperative  enforcement  activities 
with  the  states. 

In  addition  to  the  NMFS  budget,  the  Association  offers'  the  following  comments  on 
other  areas  within  the  NOAA  budget.  In  the  National  Sea  Grant  College  Program  budget,  the 
Administration  proposes  to  eliminate  funding  for  oyster  disease  research.  Because  of  the 
critical  ecological  and  habitat  functions  of  healthy  oyster  beds,  the  Association  urges  the 
Congress  to  restore  $1.5  million  and  direct  it  for  oyster  disease  research.  Also,  the 
Administration  proposes  to  eliminate  the  Regional  Climate  Centers'  entire  budget  of  $2.0 
million.  These  six  regional  centers  provide  a  wide  array  of  data,  products  and  services  for  a 
diverse  community  of  users  across  the  country.  Several  of  these  centers  provide  information 
important  in  addressing  the  relationship  between  climatological  trends  and  effects  on  coastal 
fisheries  and  habitats.  The  Association  recommends  restoration  of  funding  for  these  Regional 
Climate  Centers  to  the  FY  95  level  of  $3.2  million. 


PREPARED  STATEMENT  OF  PAUL  F.  LARSON,  M.D.,  SENIOR  VICE  PRESI- 
DENT FOR  ACADEMIC  AFFAIRS,  UNIVERSITY  OF  MEDICINE  AND  DEN- 
TISTRY OF  NEW  JERSEY 

Mr.  Chairman.  I  respectfully  present  testimony  on  behalf  of  the  University  of  Medicine  and 
Dentistry  of  New  Jersey  (UMDNJ),  the  largest  public  health  sciences  university  in  the  nation. 
The  UMDNJ  statewide  system,  located  on  four  campuses,  consists  of  3  medical  schools,  a 
dental  school,  a  nursing  school,  a  school  of  health  related  professions,  and  a  graduate  school 
of  biomedical  sciences.    It  also  comprises  a  University-owned  acute  care  hospital,  three  core 
teaching  hospitals,  two  community  mental  health  centers,  and  affiliations  with  over  1 50 
hospital  and  health  care  facilities,  as  well  as  articulation  agreements  with  some  25  sister 
institutions  of  higher  education  throughout  the  state.   No  other  institution  in  this  nation 
possesses  resources  which  match  our  statewide  scope  in  higher  education,  health  care  delivery, 
research  and  collaborative  efforts  with  state,  Federal  and  local  entities. 

I  appreciate  the  opportunity  to  bring  to  your  attention  two  of  the  University's  priority  projects 
which  will  enhance  our  mission  of  educating  health  care  professionals,  conducting  biomedical 
and  clinical  research,  delivery  of  health  care  services  and  providing  related  services  to  the 
residents  of  our  host  communities  and  the  state. 

I  am  talking  about  two  projects  which  are  very  much  in  the  forefront  of  issues  being 
deliberated  in  Congress  today. 

The  first  is  a  project  to  create  a  telemedicine/distance  learning  network  that  will  improve 
education  and  health  care  delivery  in  a  more  efficient  and  accessible  manner. 

The  second  project  proposes  to  bring  together  several  programs  at  our  statewide  campuses 
into  one  single  entity  that  will  form  the  basis  of  a  Violence  Institute  to  address  issues  related 
to  the  prevention,  treatment  and  intervention  of  violence. 
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TELEMEDICINE/DISTANCE  LEARNING  NETWORK 

A  top  priority  for  UMDNJ  is  to  secure  funding  to  create  a  model  telemedicine/distance  learning 
(tele-education)  network,  linking  the  schools  of  UMDNJ  to  instructional  sites  at  affiliated 
hospitals,  ambulatory  care  facilities,  other  institutions  of  higher  .education,  and  underserved 
communities  statewide.  This  collaboration  will  increase  educational  opportunities  and  improve 
delivery  of  health  care  services  throughout  New  Jersey,  while  more  effectively  using  existing 
human  and  financial  resources. 

The  importance  of  telemedicine  and  distance  learning  in  improving  access  to  health  services 
delivery,  research  and  health  education  and  training  is  clear. 

UMDNJ' s  statewide  structure  offers  an  unparalleled  opportunity  for  implementation  of  a 
telemedicine/distance  learning  network  to  provide  education  and  training  services  to  citizens  in 
every  part  of  the  state.  UMDNJ  maintains  a  presence  in  three  major  urban  centers  -  Camden. 
Newark  and  New  Brunswick  --  and  is  a  primary  provider  of  health  care  in  most  rural  areas  of 
New  Jersey,  where  there  are  large  numbers  of  underserved  individuals  and  families.  UMDNJ  is 
also  the  State's  major  provider  of  health  care  to  the  indigent  and  to  many  of  its  elderly 
populations. 

UMDNJ  faculty  are  nationally  recognized  for  their  research  and  clinical  care  efforts  in  AIDS, 
tuberculosis,  cardiovascular  disease,  environmental  medicine  and  cancer,  all  of  which  are  major 
public  health  problems  in  New  Jersey. 

UMDNJ  serves  as  a  state  and  national  leader  in  trauma  care,  and  is  the  base  for  the  New  Jersey 
Trauma  Center  located  at  UMDNJ-University  Hospital  in  Newark,  which  links  the  rest  of  the 
state's  Level  I  and  II  trauma  centers  through  a  comprehensive  trauma  care  system. 

UMDNJ  provides  education  and  training  in  the  disciplines  of  medicine,  dentistry,  nursing, 
biomedical  sciences  and  allied  health,  and  has  implemented  significant  outreach  efforts  to  ensure 
expanded  access  to  such  programs.  UMDNJ  also  provides  continuing  education  for  health 
professionals  in  all  areas  of  the  state,  ensuring  that  the  workforce  needed  for  the  health  care 
system  of  the  future  is  being  developed  and  supported  with  new  information,  new  technologies 
and  new  treatment  techniques. 

For  these  reasons,  we  believe  that  UMDNJ  and  New  Jersey  should  be  considered  as  a 
demonstration  project  site  for  a  model  statewide  telemedicine/distance  learning  network.  This 
new  technology  will  permit  UMDNJ  to  offer  state-of-the-art  educational  opportunities  such  as: 

Students  at  several  locations  being  able  to  accompany  a  physician  on  hospital  rounds  or 
to  observe  complex  surgical  procedures  through  interactive  television. 

More  students  being  able  to  participate  in  community-based  learning  experiences  because 
only  one  teacher  will  be  required  to  supervise  multiple  sites. 

Older,  part-time  students  who  hold  full-time  jobs  and  are  pursuing  careers  in  nursing  or 
an  allied  health  profession,  can  study  at  night  in  their  own  communities,  rather  than 
traveling  to  a  specific  campus. 

Enhanced  continuing  education  opportunities  for  community  health  care  professionals  who 
can  attend  seminars  with  leading  clinicians,  researchers  and  other  health  care 
professionals,  without  the  cost  and  time  considerations  inherent  in  long  distance  travel. 

Interdisciplinary  training  using  state-of-the  art  technology  will  establish  the  health  care 
team  concept  and  promote  lifelong  learning. 

In  terms  of  improved  quality  of  patient  care,  UMDNJ  plans  to  establish  seven  (7)  telemedicine 
and  public  kiosk  facilities  in  Newark  and  Camden,  the  two  neediest  medically  underserved  urban 
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communities  in  New  Jersey.  Three  primary  care  practitioner  environments  and  two  community 
health  centers  will  be  equipped  with  technology  to  enable  real-time  consults.  Two  public  housing 
sites  will  have  custom  designed  kiosks  to  allow  them  to  participate  in  "video  clinics,"  have  a  one- 
on-one  consult  with  a  primary  care  physician,  or  obtain  health  information  anytime  (in  English 
or  Spanish)  on  a  particular  disease  or  symptom.  The  network  will  interconnect  to  our  current 
UMDNJ  telemedicine  distance  learning  network  infrastructure  which  links  our  seven  (7)  schools, 
health  sciences  library  system,  Newark's  Public  Library,  New  Jersey's  Department  of  Health,  and 
many  of  our  1 50+  affiliates. 

This  network  will  allow  UMDNJ  to  offer: 

•  A  multi  disciplinary  network  of  specialists  in  several  locations  to  confer  on  particular 
cases  or  to  accompany  a  physician  on  inter-hospital  subspecialty  rounds  involving  several 
patients.  These  video  patient  care  conferences  will  provide  a  more  efficient  use  of 
resources  and  should  result  in  cost  savings,  particularly  in  specialties  such  as  oncology, 
neonatology  and  cardiology. 

•  Access  to  current  clinical  data  in  the  University  Library  System  and  our  World  Wide  Web 
and  to  immediate  on-site  consultation  for  health  care  professionals  offering  primary  care 


•  Development  of  confidential  diagnostic  databases  that  will  allow  quick  recruitment  of 
patients  for  clinical  studies  and  more  efficient,  coordinated,  data  management  of  these 
studies  so  that  effectiveness  of  treatments  can  be  determined  and  delivered  more  rapidly. 
For  example,  the  University  has  recently  developed  (with  other  partners)  a  centralized 
information  system  which  registers  immunization  data  from  private  physicians'  offices 
(both  pediatricians  and  family  practitioners)  and  several  social  agencies.  By  centralizing 
this  database,  this  will  (1)  trigger  outreach  efforts;  (2)  prevent  over  immunization  of 
children:  and  (3)  generate  records  for  parents.  Currently,  there  is  a  50%  deficiency  rate 
of  immunizations  of  children  at  age  2.  Databases  such  as  this  will  significantly  improve 
health  outcomes  for  young  children  in  underserved  and  other  at-risk  populations.  The 
creation  of  patient  databases  will  provide  a  reliable  foundation  of  data  for  population 
studies  and  research  to  prevent  disease  and.  promote  more  effective  and  efficient  health 
care. 

•  Develop  a  customized  database  to  provide  continuing  professional  education  in  all 
disciplines  based  on  provider  needs. 

•  Bring  comprehensive  ("cradle  to  grave")  services  to  those  populations  that  have  barriers 
to  access. 

UMDNJ  is  well  positioned  to  create  a  telemedicine/distance  learning  communications  network 
that  will  facilitate  linkage  to  collaborating  educational  institutions,  affiliated  hospitals  and 
community  health  centers  for  the  purpose  of  health  professions  education,  research  and  patient 
care  activities.    This  statewide  network  could  serve  as  a  model  to  be  replicated  in  other  states. 

UMDNJ  respectfully  requests  $750,000  for  a  telemedicine  demonstration  project  through 
the  Telecommunications  Information  and  Infrastructure  Assistance  Program  (TIIAP)  under 
the  National  Telecommunications  Information  Agency,  Department  of  Commerce.  We  also 
seek  authorizing  language  recognizing  this  initiative  as  an  example  of  a  critical  public 
health,  safety  and  education  project,  qualifying  for  consideration  for  telecommunications 
and  information  superhighway  funds. 

VIOLENCE  INSTITUTE 

As  the  nation's  largest  public  health  sciences  university,  UMDNJ  is  well  acquainted  with  an 
epidemic    gripping  this  country.  The  threat  or  perceived  threat  of  violence  jeopardizes  our 
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citizens'  safety,  sanity  and  overall  health.  We  now  recognize  violence  itself  as  a  national  health 
problem. 

In  June  1995.  the  American  Medical  Association  issued  its  annual  "National  Report  Card  on 
Violence."  It  provides  a  subjective  assessment  of  the  pervasiveness  and  the  sociological  forces 
that  continue  to  influence  violence  in  the  United  States  and  attempts  to  ascertain  Americans' 
awareness  and  response  to  the  current  pandemic  of  violence.  This  position  is  echoed  by  the 
Surgeon  General  and  the  U.S.  Public  Health  Service. 

There  can  be  no  question  that  as  the  hub  of  the  state's  health  education  and  delivery  system,  it 
is  incumbent  upon  the  University  of  Medicine  and  Dentistry  of  New  Jersey  to  comprehend, 
combat  and  counteract  this  endemic  violence.  The  University's  declared  mission— to  teach,  to 
discover,  to  heal,   to  care-requires  that  we  respond  with  intelligence  and  effectiveness. 

And  we  have.  UMDNJ  boasts  no  fewer  than  40  programs  statewide  which  deai  with  violence 
in  a  direct  way  through  research,  prevention,  intervention,  and/or  education.  From  studying  the 
neuroanatomy  of  aggression,  the  neurochemistry  of  violence  in  alcoholics,  the  effectiveness  of 
therapeutic  services  for  sexually  abused  children  and  their  families;  to  elder  abuse  prevention, 
mediation  training,  school  curriculum  development  for  social  problem  solving,  and  suicide 
prevention.  Therapy  for  sexually  abused  children  and  treatment  of  juvenile  sexual  offenders  are 
joined  with  a  wide  array  of  medical  and  mental  health  services  for  substance  abusers.  The 
University's  hospital  is  home  to  one  of  the  busiest  Level  One  trauma  centers  in  the  nation, 
responding  to  accidental  and  intentional  violence  of  enormous,  and  unending,  variety. 

Over  the  past  five  years,  these  programs  have  achieved  national  and  local  recognition. 
Collectively,  the  programs  have  garnered  almost  $24  million  in  funding,  only  half  of  which  came 
from  federal  sources.  A  modest  federal  investment  in  the  Violence  Institute,  as  a  single  entity, 
will  allow  us  to  drastically  improve  our  ability  to  attract  further  funding  and  efficiently  manage 
the  University's  existing  resources. 

The  scope  and  variety  of  the  violence-related  programs  and  ongoing  research  at  the  University 
presents  a  unique  opportunity  and  a  dilemma.  While  the  medical  community  now  recognizes 
the  need  for  immediate  action  to  address  violence  prevention  and  treatment,  the  University's 
ability  to  harness  these  disparate  yet  intimately  linked  programs  has  been  hampered. 

We  seek  your  assistance  to  build  on  our  efforts  and  to  develop  a  Violence  Institute  which  will 
organize  these  ongoing  activities  in  a  comprehensive  manner.  But  not  just  to  conduct  research— 
nor  limited  to  interventions  and  treatments  to  cure  those  suffering  from  violence.  Rather,  we  seek 
to  organize  an  Institute  with  national  scope,  to  grapple  with  the  full  panoply  of  violence:  from 
research  to  discover  its  basic  causes,  to  a  series  of  programs  designed  to  prevent  the  spread  of 
violence,  and  the  devastating  effects  on  its  victims. 

This  Violence  Institute  will  be  able  to  capitalize  on  the  unique  institutional  resources  of  the 
University  of  Medicine  and  Dentistry  of  New  Jersey.  The  efforts  of  the  various  programs  will 
be  focused  in  a  collaborative  way  to  enhance  the  perspectives  of  the  researchers  and  to  improve 
on  the  delivery  of  vital  services  to  communities  throughout  the  state  and  the  nation.  The  Institute 
will  serve  as  a  resource  center  and  stimulus  to  encourage  further  exploration  into  the  diagnosis 
and  treatment  of  violence,  and  to  determine  the  best  methods  to  prevent  the  virulent  spread  of 
this  "disease." 

The  Institute  will  focus  on  developing  a  thorough  inventory  of  effective  programs  and  research. 
Collaborations  will  be  encouraged,  and  public  debate  will  be  sought  to  stimulate  support  and 
recognition  of  successful  strategies.  In  all  aspects  of  our  endeavors,  particular  emphasis  will  be 
placed  upon  developing  and  coordinating  additional  linkages,  not  only  within  the  University,  but 
with  other  organizations  in  the  larger  community  that  share  our  concern  about  violence,  including 
schools,  the  justice  system,  local  health  departments  and  other  health  care  providers,  social  service 
agencies  and  community-based  organizations.  The  University  already  works  alongside  the  state's 
Attorney  General  and  the  Juvenile  Justice  Commission,  myriad  school  districts  throughout  the 
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nation,  and  shoulder  to  shoulder  with  many  social  service  organizations  each  addressing  elements 
of  the  root  causes  of  the  problem  or  with  the  effects  of  its  devastation. 

Thus,  the  results  to  be  achieved  include  enhancing  the  resources  of  a  statewide  health  sciences 
university  to  combat  violence,  developing  new  ways  to  attack  this  problem,  determining  the  most 
effective  approaches,  making  resources  more  readily  available  to  community  partners,  and. 
ultimately,  reducing  the  incidence,  impact  and  costs-financial,  social  and  personal--of  violence. 

We  therefore  respectfully  request  your  support  of  this  initiative  by  providing  UMDNJ  with 
funding  of  S3  million  that  will  enable  us  to  establish  a  Violence  Institute  to  serve  as  a  state 
and  national  resource  to  address  this  public  health  crisis. 

Please  note,  however,  the  University  is  committed  to  address  this  issue.  Our  programs  will 
continue  and  enhancements  shall  be  achieved  at  lower  levels  of  federal  support. 


PREPARED  STATEMENT  OF  THE  CITY  OF  GAINESVILLE,  FL 

Mr.  Chairman  and  Members  of  the  Subcommittee,  on  behalf  of  the  City  of 
Gainesville,  Florida  we  would  like  to  express  our  sincere  appreciation  for  the  opportunity 
to  submit  to  this  distinguished  Subcommittee,  testimony  which  highlights  four  Gainesville 
priorities  for  the  coming  year. 

Mr.  Chairman  before  we  discuss  the  specifics  of  Gainesville's  four  priority  projects, 
there  are  some  images  of  Gainesville  that  we  would  like  to  convey  to  this  Subcommittee. 
You  should  know  that  Gainesville  is  a  City  that  has  always  tried  to  fund  its  needs  itself. 
We  believe  strongly  in  self-financing  and  have  come  to  the  Federal  government  only  rarely 
to  ask  for  your  support.  We  believe  in  partnering  and  collaborating  with  our  community 
institutions,  our  community  college,  our  University  of  Florida,  our  County  and  State 
governments,  and  our  private  sector/local  business  community.  We  have  also  spent  a 
great  deal  of  time  developing  a  cohesive  vision  of  what  Gainesville  needs  to  be  in  the 
future. 

Mr.  Chairman,  Gainesville  is  a  city  of  wonderful  opportunity  as  we  will  outline  in  our 
testimony.  But  we  want  to  make  certain  that  we  take  Gainesville's  strengths,  and  make 
them  work  for  us,  to  address  our  needs  and  the  needs  of  the  most  vulnerable  and  at-risk 
members  of  our  population  too.  Twenty-three  percent  of  our  area's  population  is  at  or 
below  the  poverty  level.  We  are  a  very  underemployed  area.  If  you  look  only  at  the 
statistics  you  won't  see  the  real  picture.  And  that  is  what  this  economic  development  and 
crime  prevention  agenda  we  place  before  you  is  all  about  ~  using  those  assets  to 
address  our  serious  needs.  We  need  the  Federal  government  to  partner  with  us.  We  can 
assure  you  that  for  each  initiative  there  will  be  a  proven  local  government  -  long  term 
financial  commitment.  We  don't  want  you  to  pay  our  way,  rather,  to  partner  with  us.  We 
want  to  emphasize,  Mr.  Chairman,  that  we  will  never  come  to  you  without  a  clear  local 
match. 

East  Gainesville  Economic  Development  Initiative 

Mr.  Chairman  for  over  two  decades,  the  City  of  Gainesville  has  been  striving  to 
develop  its  Airport  Industrial  Park  in  the  heart  of  one  of  the  most  economically  distressed 
areas  of  the  City,  as  well  as  to  develop  a  neighboring  moderate-income  housing  project 
and  related  residential  recreational  center.  Within  the  last  year,  all  three  of  these  projects 
have  been  approved  by  appropriate  federal  housing  and  transportation  agencies  to  move 
forward.  All  three  of  these  projects  are  located  within  Gainesville's  state-designated 
Enterprise  Zone.  Mr.  Chairman,  East  Gainesville  has  long  been  a  core  economically 
distressed  area  in  this  region  with  a  significant  low-income  and  minority  population.  The 
City  now  wishes  to  continue  improvements  in  the  area  to  provide  East  Gainesville  the 
opportunity  for  a  major  reversal  of  its  economic  prospects. 
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The  City  is  expanding  its  development  of  the  Airport  Industrial  Park  by  constructing 
a  shell  building  to  attract  a  new  employer  to  the  area.  However,  the  City  needs  an 
additional  $1  million  to  provide  the  crucial  remaining  infrastructure  essential  to  further 
develop  the  industrial  park.  Part  of  the  infrastructure  improvements  that  are  needed  for 
the  park  is  a  fiber  optic  network  which  will  allow  the  park  to  3ttract  a  broader  group  of 
businesses.  The  City  has  been  negotiating  with  a  major  prospect  that  would  bring  over 
400  jobs  to  the  area,  but  requires  fiber  optics  for  their  operations.  The  lack  of  this 
infrastructure  is  a  negative  at  the  negotiating  table  with  potential  new  employers.  It  is 
expected  that  this  prospect  will  be  lost  to  another  community  that  can  offer  the  needed 
infrastructure. 

Increased  commercial  and  industrial  activity  in  the  park  will  raise  not  only 
employment  opportunities  but  also  usage  of  the  Gainesville/Alachua  County  Regional 
Airport.  Proceeds  from  the  sale  of  land  at  the  Airport  Industrial  Park  are  earmarked  for 
airport  improvement  projects.  The  more  developed  the  Airport  Industrial  Park  becomes, 
the  greater  economic  activity  it  will  generate,  and  the  higher  the  land  values  will  rise. 

As  the  park  is  developed  and  new  companies  locate  within  it,  it  will  provide  core 
employment  opportunities  for  Gainesville's  low  and  moderate-income  res'dents.  Mr. 
Chairman  there  has  already  been  significant  City  and  Federal  investment  in  the  project. 
Developing  the  essential  employment  opportunities  for  the  Enterprise  Zone  revitalization 
area  is  an  absolutely  critical  component  that  will  maximize  these  investments. 

The  City  seeks  an  additional  $1  million  to  further  develop  the  infrastructure  at  the 
Airport  Industrial  Park. 

Downtown  City-University  Education  &  Technology  Development  Center 

Mr.  Chairman  the  second  project  for  which  the  City  of  Gainesville  is  seeking  federal 
support  is  the  development  of  a  downtown  City-university  education  and  technology 
conference  center.  Over  the  last  few  years  the  City  has  sought  ways  to  develop  a 
hotel/conference  center  as  part  of  providing  economic  redevelopment  and  revitalization 
of  the  City's  economically  depressed  downtown  area.  The  conference  center  will  be  the 
economic  vehicle  for  achieving  this  goal  for  the  community. 

The  center  will  be  located  in  a  State  of  Florida-designated  Enterprise  Zone 
Revitalization  Area  which  is  also  a  tax  increment  district.  We  propose  the  development 
of  this  center  as  a  nationally  unique  collaborative  effort  which  will  provide  job  creation  for 
low  income  residents,  downtown  economic  development,  and  the  reduction  of  slum  and 
blight. 

The  center  is  anticipated  to  generate  an  estimated  500  jobs,  most  of  which  could 
be  filled  by  low  to  moderate  income  residents.  The  hotel  alone  is  estimated  to  employ 
130  to  140  persons.  The  conference  center  and  related  existing  and  newly  generated 
businesses  which  would  be  created  to  service  the  center  and  its  activities  would  comprise 
the  remainder  of  the  new  jobs.  In  addition  to  service  industry  jobs  created  by  this  center, 
it  would  promote  the  development  of  research  and  development  firms,  job  training 
employment  in  food  service  and  related  occupations,  and  stimulate  the  development  of 
ancillary  businesses.  It  would  also  expand  the  existing  local  market  for  the  products  of 
a  variety  of  other  types  of  local  businesses. 

We  believe  the  center  will  provide  the  impetus  and  the  focus  for  the  University  of 
Florida's  and  Santa  Fe  Community  College's  continuing  education  programs.  The  center 
will  provide  on-the-job  training  and  will  also  generate  job  opportunities.  Indeed  the  center 
and  the  activities  it  will  support  and  enhance  will  facilitate  further  partnering  for  the  mutual 
benefit  of  all  members  of  the  community. 
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In  order  for  this  redevelopment  project  to  work,  the  City  proposes  to  participate  in 
the  form  of  site  acquisition,  relocation  of  existing  businesses  or  residents,  environmental 
studies  and  any  required  remediation,  demolition  of  existing  structures,  and  general  site 
preparation.  The  City  would  construct  a  master  drainage  system  in  the  area  to  provide 
the  required  increase  in  infrastructure  capacity  resulting  from  the  needs  of  this  project  and 
related  redevelopment  and  other  economic  development  in  the  area.  The  City  would  also 
make  improvements  on  the  public  property  portion  of  this  project  in  the  form  of 
landscaping,  sidewalks,  and  other  beautifying  efforts  around  the  perimeter. 

The  City  would  then  lease  the  property  back  to  a  developer  for  a  nominal  fee  per 
year.   In  exchange  the  developer  will  build  and  operate  the  conference  center. 

Mr.  Chairman  the  City  seeks  $2  million  for  this  project. 

City  of  Gainesville/ 

Alachua  County  Juvenile  Assessment  Center 

Mr.  Chairman  the  City  is  also  seeking  federal  support  and  partnership  for  the 
implementation  of  two  justice-related  projects  that  we  hope  to  develop  in  the  coming  year. 
First,  the  City  respectfully  requests  $1,000,000  for  the  Alachua  County  Juvenile 
Assessment  Center.  Mr.  Chairman,  we  envision  that  this  facility  will  be  a  centralized 
location  for  providing  delinquent  juveniles  with  a  comprehensive  needs  assessment 
followed  by  the  coordinated  delivery  of  appropriate  services.  All  participating  agencies 
serving  this  population  will  have  a  presence  at  this  facility.  This  centralization  will  result 
in  more  efficient  and  effective  counseling  of  these  youths  and  in  determining  which 
services  are  most  needed  by  each  youth  to  enable  him/her  to  avoid  further  delinquent 
behavior. 

Mr.  Chairman  one  of  the  major  problems  that  we  are  facing  in  Alachua  County,  is 
the  lack  of  coordination  in  the  provision  of  counseling  services  to  delinquent  juveniles. 
This  problem  exists  due  to  lack  of  centralization  in  service  delivery  by  the  numerous  and 
varied  social  service  programs  now  available  to  delinquent  juveniles. 

Approximately  250  juveniles  are  arrested  in  Alachua  County,  Florida  each  month. 
Subsequent  to  their  arrest,  these  juveniles  receive  a  screening  and  needs-assessment  to 
determine  which  type  of  services  they  need  that  will  preclude  them  from  engaging  in 
delinquent  acts.  Currently  these  assessments  are  done  through  a  multi-step  process. 
The  consequence  of  this  disjointed  and  lengthy  evaluation  process  is  to  delay  service 
delivery  to  these  juveniles.  Moreover,  due  to  communication  and  coordination  problems 
between  agencies,  service  and  counseling  sometimes  is  not  provided  at  all.  When  this 
occurs,  the  juveniles  do  not  receive  the  treatment  and  assistance  designed  to  prevent 
delinquency  and  its  consequences  for  both  the  juvenile  and  society. 

The  Juvenile  Assessment  Center  was  developed  by,  and  is  sponsored  by  the 
Gainesville  Police  Department,  the  Alachua  County  Sheriff's  Office,  the  Alachua  County 
School  Board,  District  III  of  the  State  of  Florida  Department  of  Health  and  Rehabilitative 
Services  (HRS),  the  State  Attorney's  Office,  the  State  of  Florida  Department  of  Juvenile 
Justice,  and  Mental  Health  Services,  Inc.  (an  HRS-designated  provider  of  mental  health 
services  in  Alachua  County). 

Each  agency  is  supplying  resources,  in  the  form  of  either  cash  or  in-kind  services. 
These  requested  federal  funds,  if  awarded,  will  be  used  by  the  City  to  secure  the  property 
and  construct  the  facility. 

Mr.  Chairman  we  envision  that  the  Alachua  County  Juvenile  Assessment  Center 
will  consist  of  a  permanent  site  and  a  physical  structure  which  will  be  centrally  located 
within  Alachua  County.  The  Center  will  be  staffed  by  personnel  from  the  County's  various 
and  numerous  criminal  justice  and  social  service  agencies.  Law  enforcement  personnel 
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will  deliver  the  juvenile  to  the  Center.  The  Assessment  Center  staff  will  then  evaluate  the 
juvenile  and  prescribe  services  that  the  juvenile  may  need. 

Mr.  Chairman  the  primary  objective  of  the  Project  is  to  provide  an  integrated  and 
comprehensive  needs-assessment  to  juveniles  who  are  arrested  in  Alachua  County.  A 
second  objective,  facilitated  by  the  first,  is  to  provide  social  service  counseling  to  more 
juveniles,  and  to  reduce  the  rate  of  juvenile  recidivism.  Through  this  program  we  also 
hope  to  improve  the  criminal  justice  process,  and  to  reduce  the  amount  of  personnel  time 
used  to  schedule  evaluations  with  juveniles  and  their  families.  The  objectives  of  the 
program  are  quantifiable;  therefore,  the  project  can  be  evaluated  by  measuring  how  many 
juveniles  receive  assessments  and  counseling  services. 

Gainesville  OUTLET  Program 

Finally,  Mr.  Chairman  the  City  of  Gainesville  respectfully  requests  $1,600,000  to 
expand  and  continue  its  highly  successful  and  nationally  unique  OUTLET  pilot  program. 
The  pilot  program  has  been  in  operation  for  18  months.  These  funds  will  leverage  local 
funds  already  being  utilized  in  the  pilot  program,  so  that  the  program  can  become  fully 
operational,  and  can  expand  to  approach  its  full  potential.  To  achieve  this  goal,  the 
requested  funds  will  be  combined  with  local  funds  to  provide  a  three  year  program, 
including  coordinators,  OUTLET  office,  transportation,  supplies,  and  funds  for  leadership, 
community  service,  and  entertainment  activities.  The  availability  of  federal  funds  will 
enable  the  local  community  partnership  to  develop  the  capacity  to  fully  support  this  very 
important  project  at  the  conclusion  of  the  three  year  period. 

OUTLET  is  a  unique  community-wide  partnership  addressing  the  crime  prevention 
needs  of  the  community's  teens  who  are  not  yet  in  trouble,  but  who  are  at  risk  because 
the  community  lacks  wholesome  leisure-time  alternatives  for  them. 

The  OUTLET  Partnership  consists  of  the  local  teens,  local  law  enforcement 
agencies  (the  Gainesville  Police  Department,  the  Alachua  County  Sheriff's  Office,  the 
University  of  Florida  Police  Department),  the  Alachua  County  School  Board  (and  all  eight 
area  public  and  private  high  schools),  the  Gainesville  Chamber  of  Commerce,  the 
University  of  Florida  Athletic  Association,  the  Volunteer  Center,  the  Alachua  County  Girl's 
Club,  the  Job  Training  Partnership  Act,  (its  local  implementing  agency  is  the  Alachua 
County  School  Board),  the  Corner  Drug  Store,  Inc.  ,  Pepsi  Inc.,  and  SunTrust  of  North 
Central  Florida  (a  major  bank). 

OUTLET'S  activities  provide  leadership  development,  community  service,  and 
entertainment  for  teens  and  by  teens.  The  program  consists  of  three  parts:  1).  the  Teen 
Council,  2).  the  Coordinator,  and  3).  the  Board  of  Directors.  The  Teen  Council  plans  all 
of  OUTLET'S  programs  with  the  support  of  the  community  partnership  agencies. 

Currently,  there  is  no  program  nationally  that  focuses  on  all  three  aspects  of 
leadership  development,  community  service,  and  entertainment  for  all  teens  like  the 
OUTLET  program.  Even  those  cities  that  have  instituted  only  one  prong  of  the  three 
prong  concept  have  recognized  a  substantial  reduction  in  teen  crime.  There  is  a  well 
documented  connection  between  teen  crime  and  a  lack  of  structured  activities  for  teens. 
Recently,  members  of  the  OUTLET  Board  attended  the  Florida  Law  Enforcement  Crime 
Prevention  Seminar  and  spoke  to  school  resource  officers  regarding  teen  crime.  Several 
of  the  law  enforcement  officials  were  quick  to  recognize  how  the  three  pronged  concept 
of  OUTLET  could  prevent  teen  crime,  wholesomely  occupy  teens'  leisure  time,  and  benefit 
the  community  by  the  contribution  of  the  teens'  otherwise  wasted  time. 

Nationally  and  locally,  juvenile  delinquency  is  the  number  two  perceived  crime 
concern  of  citizens.  A  survey  administered  by  the  Gainesville  Police  Department  revealed 
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citizens  were  more  concerned  about  the  activities  of  juveniles  than  most  Part  1  Crime 
categories!  Only  narcotic  violations  were  of  more  concern  locally,  mirroring  the  national 
statistics  on  perceived  crime  concerns. 

OUTLET  was  initiated  by  the  Gainesville  Police  Department  in  response  to  citizens 
reports  of  teens  congregating  on  Friday  and  Saturday  nights  in  a  busy  business  district. 
However,  as  officers  were  quick  to  find,  the  congregating  teens  were  symptomatic  of  a 
larger  problem-lack  of  teen  activities 

The  involved  teens  were,  for  the  most  part,  law  abiding  teenagers  with  no  other 
activity  or  function  to  occupy  their  time  on  a  Friday  or  Saturday  night.  Congregating  near 
liquor  establishments  on  the  weekend  or  throwing  a  keg  party  was  their  source  of 
entertainment.  Initially  the  officers  contacted  not-for-profit  organizations  in  the  hopes  of 
obtaining  assistance  in  channeling  the  teenagers'  idle  time  to  safe  and  fun  activities. 
Officers  quickly  discovered  that  there  were  no  programs  in  existence  to  assist  teenagers 
that  are  not  classified  as  at  risk.  In  fact,  researchers  learned  that  programs  exist  for  the 
very  gifted  or  the  under  privileged,  but  no  program  or  entity  was  concentrating  on  the 
remaining  90%  to  95%  of  the  teenagers. 

To  solve  the  teen  concerns  plaguing  the  business  district  and  to  create 
opportunities  for  teenagers,  new  community  partnerships  were  formed.  The  OUTLET 
Teen  Program  is  a  grass  roots  initiative  involving  all  segments  of  Gainesville  -  the  business 
community,  the  Chamber  of  Commerce,  the  Alachua  County  School  Board,  the  local  law 
enforcement  agencies,  parents,  and  most  importantly,  the  teens. 

This  unique  partnership  has  already  resulted  in  startling  success  for  the 
Gainesville/ Alachua  County  teens.  Since  OUTLET  was  formed  there  has  not  been  a 
congregation  of  teens  in  the  business  district;  teens  have  volunteered  to  paint  houses  for 
the  elderly  and  for  those  in  poverty  areas;  teens  have  assisted  the  Gainesville  Police 
Department  in  the  annual  bicycle  give  away  to  under  privileged  youth;  teens  have  walked 
in  the  annual  March  of  Dimes  benefit;  and  teens  have  planned,  implemented,  and 
attended  drug/alcohol  free  social  activities. 

OUTLET  teens  and  adults  have  set  some  future  goals  for  the  program.  In  Alachua 
County  there  are  six  public  high  schools  and  two  private  high  schools  involved  in 
OUTLET,  as  well  as  ten  middle  schools.  To  make  the  program  more  successful,  OUTLET 
would  like  to  have  three  additional  Coordinators  to  work  between  high  and  middle 
schools.  This  will  enable  more  awareness  of  OUTLET  and  more  programs  made 
available  for  teens.  OUTLET  would  like  to  sponsor  at  least  two  recreational  activities  each 
month.  In  addition,  OUTLET  would  also  like  to  offer  at  least  one  leadership  development 
and  community  service  project  each  month. 

In  August,  OUTLET  will  not  only  be  in  the  high  schools,  but  the  program  will  be 
available  for  the  middle  school  youth.  There  are  even  fewer  opportunities  for  middle 
school  youth  than  for  high  school  teens.  OUTLET  would  like  to  move  the  three  prong 
concept  into  the  middle  schools. 

This  successful  18  month  old  pilot  program  can  serve  as  a  model  for  other  cities. 
The  success  Gainesville  has  had  with  the  OUTLET  Teen  program  can  be  replicated  and 
significant  reductions  in  teen  crime  can  be  recognized. 

Again,  thank  you  Mr.  Chairman  and  Members  of  the  Subcommittee. 


PREPARED  STATEMENT  OF  GLENN  A.  GRANT,  ESQ.,  BUSINESS 
ADMINISTRATOR,  NEWARK,  NJ 

Mr.  Chairman  and  Members  of  the  Subcommittee,  on  behalf  of  the  City  of  Newark, 
New  Jersey  please  allow  me  to  express  my  sincere  appreciation  for  the  opportunity  to 
submit  the  following  testimony  for  the  record.    Newark  is  delighted  to  share  with  this 
Subcommittee  three  projects  for  which  we  hope  to  secure  Federal  support  and 
partnership. 

As  you  may  know  Mr.  Chairman,  Newark,  New  Jersey  is  a  city  of  great  contrasts  and 
great  promise.   Our  City  is  home  to  one  of  the  fastest  growing  and  convenient 
international  airports  in  the  nation,  which  is  easily  accessible  to  an  unparalleled 
network  of  sea,  rail  and  highway  connections.   Newark  is  also  home  to  five 
institutions  of  higher  learning,  ranging  from  a  fine  community  college  to  two  law 
schools  and  a  medical  school. 

The  State  of  New  Jersey  is  currently  constructing  The  New  Jersey  Performing  Arts 
Center  in  our  downtown  cultural  district,  which  is  a  public/private  partnership  in  the 
truest  sense  of  the  word:  of  the  $150  million  first  phase  project  cost,  the  City  has 
committed  $10  million,  the  State  of  New  Jersey  has  invested  over  $50  million,  and 
private  donations  have  made  up  the  bulk  of  the  costs.   Federal  funds  have  only  been 
utilized  for  design  and  construction  of  the  outdoor  public  plaza  area.   This  facility  will 
become  New  Jersey's  cultural  center,  and  is  expected  to  generate  economic  activity 
from  which  our  entire  City  and  region  can  benefit. 

But  on  the  other  side  of  the  coin  are  Newark's  crying  needs.  We  are  the  fifth  most 
densely  populated  city  in  the  nation,  where  the  mean  family  income  is  only  barely 
above  the  poverty  line.   Our  population  is  poor:  the  1990  census  showed  an 
aggregate  poverty  rate  of  26%,  and  an  incredible  37%  of  our  children  live  below  the 
poverty  line    A  full  50%  of  the  children  in  our  public  schools  are  from  families 
receiving  AFDC.  We  have  lost  many  of  the  jobs  that  match  the  skills  and  work 
experience  of  much  of  our  population.   Despite  our  gleaming  new  office  buildings,  six 
hospitals  and  active  port  and  airport  facilities,  our  unemployment  rate  continues  to 
hover  around  a  staggering  15%.   Newark  has  been  designated  a  Federal  Enterprise 
Community,  and  the  projects  which  I  will  briefly  describe  both  lie  within  this  zone,  and. 
are  designed  to  provide  employment  for  its  residents. 

In  close  proximity  to  Newark  International  Airport,  the  City  is  proposing  two  important 
and  distinct  projects.   The  Port  Authority  of  New  York  and  New  Jersey  has  just 
completed  the  first  phase  of  an  airport  monorail,  which,  in  its  second  phase,  will  cross 
US  Route  1  and  connect  to  a  new  stop  on  the  Northeast  Corridor  rail  line.   The 
location  of  this  station  is  an  under-utilized  site  of  approximately  1 00  acres  known  as 
Waverly  Yards.   A  former  railyard,  The  City  of  Newark  now  owns  much  of  this 
property,  and  wishes  to  develop  it  to  its  full  potential.   To  do  so,  several  critical 
infrastructure  improvements  must  be  accomplished. 

First,  there  is  currently  only  one  road  leading  into  the  site;  right-of-way  acquisition 
through  property  owned  by  existing  businesses  and  roadway  construction  is 
necessary  for  appropriate  accessibility.   Secondly,  some  of  the  area  will  require 
environmental  remediation  before  facility  construction  can  take  place.   Finally,  basic 
site  services,  such  as  power,  water,  and  communication  lines  need  to  be  brought  into 
the  location.   Site  clearance  and  acquisition  of  several  parcels  from  private  owners 
will  complete  a  building  site  of  unparalleled  attractiveness.   The  City  proposes  to 
locate  an  International  Trade  Center,  which  is  currently  in  a  study  and  preliminary 
design  phase,  on  the  site.   Private  developers  will  have  the  opportunity  to  purchase 
or  lease  a  portion  of  the  property  for  construction  of  other  complementary  facilities. 
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It  has  been  estimated  that  activity  on  this  site  will  ultimately  generate  hundreds  of 
jobs  in  the  trade,  hospitality,  convention  and  transportation  industries.   We  are 
requesting  that  this  committee  make  an  appropriation  of  $6  million  to  help  us  reach 
our  long-range  goals  for  the  Waverly  Yards,  to  enable  the  generation  of  job  and 
economic  development  opportunities  for  Newark's  residents,  and  create  needed 
enhancements  to  a  regional  transportation  center. 

Only  a  miie  or  two  away  from  Waverly  Yards  lies  an  area  in  need  of  redevelopment 
which  could  have  a  tremendous  impact  on  the  economic  well-being  of  our  City. 
There  is  an  inventory  of  dozens  of  factory  and  warehouse  buildings  which  have 
become  under-utilized,  even  abandoned.   Some  of  them  are  city-owned  as  a  result  of 
tax  foreclosures,  many  others  have  simply  been  closed  by  their  owners.  Thousands 
of  manufacturing  and  shipping  jobs  have  been  lost  in  the  Frelinghuysen  Avenue 
industrial  corridor.   Yet  Port  Newark,  adjacent  to  the  Airport,  is  the  East  Coast's 
busiest  container  port.   It  generates  millions  of  dollars  in  the  businesses  of 
processing,  packing  and  distribution.  Conversely,  Newark  is  home  to  a  large 
exporting  community,  which  makes  use  of  our  key  position  on  the  transportation 
network. 

The  City  is  proposing  a  project  which  would  provide  supplemental  funds  to  retrofit 
under-utilized  buildings  to  enable  them  to  be  reused  by  these  industries.  An 
appropriation  of  $3  million  to  launch  a  pilot  program  would  allow  us  to  begin  a 
process  of  returning  these  facilities  to  the  tax  rolls,  and  returning  our  population  to 
work.   The  additional  jobs  that  would  be  generated  in  the  distribution  industry  will 
serve  to  create  family  incomes,  which  will  in  turn  create  retail  demand  in  Newark. 
The  plentiful  and  competitively  priced  labor  force  within  the  City  in  general,  and  our 
Enterprise  Community  in  particular,  will  provide  a  ready  supply  of  employees  for 
operations  in  the  types  of  industries  we  need  to  keep  and  expand. 

Mr.  Chairman,  the  City  of  Newark  has  come  before  you  today  to  ask  for  help  in 
changing  the  situation  in  Newark:  to  ask  for  help  in  obtaining  funding  for  projects  that 
will  create  long-term  economic  opportunity  for  people  who  currently  have  none  ...  to 
ask  for  help  in  presenting  the  chance  for  some  of  Newark's  currently  unemployed 
population  to  earn  a  decent  salary  through  which  a  family  can  be  supported. 

Finally  Mr.  Chairman,  the  final  project  for  which  Newark  is  seeking  your  assistance  is 
an  effort  to  provide  security  for  Newark's  Federal  complex.  As  you  may  know, 
Newark  is  home  to  municipal  and  County  government,  and  is  a  regional  hub  of  State 
and  Federal  government  operations.   The  Federal  presence  includes  such  locations 
as  office  buildings,  courts  and  postal  facilities.   Thousands  of  visitors  and  employees 
access  Federal  services  there  daily,  and  that  is  why  I  have  come  before  you  today. 

In  the  aftermath  of  the  tragedy  in  Oklahoma  City,  extraordinary  security  measures 
were  put  into  place  around  Newark's  Federal  complex.   Streets  through  and 
surrounding  the  buildings  were  closed,  metered  parking  spaces  were  eliminated,  and 
an  additional  Police  presence  was  established.  As  time  passed,  these  actions  have 
become  part  of  an  overall  permanent  Federal  security  plan  for  the  area.   Since 
Newark's  Police  Headquarters,  Municipal  Courts,  and  City  Hall  itself  are  immediately 
adjacent  to  the  Federal  complex,  forming  what  is  called  Government  Center,  the 
Federal  plan  has  had  a  marked  impact  on  the  ability  of  citizens  to  access  not  just 
Federal  services,  but  Municipal  ones  as  well.   The  City  government  has,  of  course, 
worked  cooperatively  with  Federal  authorities  on  this  critical  issue,  but  there  are  costs 
that  the  city  has  incurred  for  which  we  are  seeking  your  assistance. 

The  local  Federal  officials  have  requested  the  permanent  closing  of  five  (5)  streets  to 
vehicular  traffic,  and  that  the  streetbeds  be  deeded  over  to  the  Federal  government  to 
allow  permanent  access  control.   The  City  has  lost  revenues  from  21  parking  meters 
surrounding  the  Peter  Rodino  Federal  Building,  which  had  been  high  turnover  spaces, 
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as  well  as  from  longer-term  parking  on  adjacent  streets.    In  addition,  summons 
revenue  in  the  area  has  been  eliminated,  while  Police  overtime  and  patrol  costs  have 
skyrocketed,  averaging  at  least  $13,000  per  month.    It  is  estimated  that  the  total  of 
these  expenses  has  exceeded  $1  million  for  which  we  are  seeking  compensation 
through  this  Subcommittee. 

The  street  closings  have  dramatically  shifted  both  the  traffic  and  parking  patterns  in 
the  Government  Center  area.   This  has  caused  further  congestion  and  delays  in  an 
already  clogged  area,  making  the  necessity  for  additional  off-street  parking  urgent. 
The  City  had  formerly  received  GSA  funding  for  a  parking  garage  adjacent  to  the 
Federal  Courts,  but  those  funds  were  rescinded  in  the  recent  budget  cuts.   Site 
surveys  and  preliminary  building  plans,  however,  are  complete.   This  garage  could  be 
ready  to  move  to  construction  quickly,  if  funding  was  to  be  restored.    Now,  more  than 
ever,  the  safety  and  security  that  would  be  provided  by  this  garage  for  government 
agency  vehicles,  or  for  public  parking  for  those  using  Federal  facilities,  is  critical.   The 
site  could  be  acquired  and  the  garage  constructed  for  a  total  of  $9  million. 

Again,  Mr.  Chairman,  thank  you  for  your  time  and  consideration. 

PREPARED  STATEMENT  OF  RAYMOND  E.  BYE,  JR.,  ASSOCIATE  VICE 
PRESIDENT  FOR  RESEARCH,  FLORIDA  STATE  UNIVERSITY 

I  would  appreciate  the  opportunity  to  acquaint  you  with  Florida  State  University  and  its 
unique  capabilities  for  undertaking  demonstration  activities  under  the  Telecommunications 
Information  and  Infrastructure  Assistance  Program  (TIIAP)  under  the  Department  of  Commerce's 
National  Telecommunications  Information  Agency  (NTIA). 

As  you  may  know.  Florida  State  University  is  located  in  the  Florida  State  Capitol  of 
Tallahassee.  The  university  has  approximately  30,000  students,  with  more  than  two-thirds  of  those 
being  undergraduates.  FSU  has  campuses  in  Panama  City.  Florida,  and  in  several  other  sites 
throughout  the  State.  It  also  has  facilities  in  London.  England  and  Florence.  Italy,  and  maintains 
a  strong  educational  presence  in  Panama.  We  believe  that  our  international  educational  facilities 
provide  a  unique  application  for  distance  learning  technologies  by  connecting  our  Florida-based 
campuses  with  our  international  facilities  to  enhance  the  academic  experience  and  facilitate 
international  relationships. 

In  addition  to  the  focus  on  educational  settings,  we  will  endeavor  to  develop  strong  ties 
with  the  rural  community  that  is  heavily  represented  in  northwest  Florida.  That  region  of  the 
state  is  predominantly  agricultural,  and  would  be  an  ideal  target  for  innovative  applications  of 
these  communication  technologies.  Public  libraries  and  public  schools  will  be  employed  in 
reaching  this  underrepresented  and  underserved  population,  providing  them  with  access  to 
information  through  this  new  cost-effective  technology  and  easily  replicable  approach.  This 
project  will  allow  FSU  to  maximize  its  existing  resources  to  expand  educational  opportunities  the 
citizens  of  Florida. 

The  demonstration  project  would  encompass  the  utilization  of  new  and  existing 
telecommunications  technologies  in  order  to  create  a  distance  learning  communications  network 
linking  substantial  portions  of  the  Panhandle  region  of  northwest  Florida  with  the  international 
sites  listed  above.  With  Florida  State  University  as  the  hub  and  as  the  technical  resource,  this 
distance  learning  project  would  allow  for  the  implementation  of  a  learning  resource  system 
capable  of  delivering  educational  materials  and  information  to  students  on  campus,  citizens  of 
Tallahassee,  our  underserved  populations  in  the  rural  northwest  part  of  the  state,  and  our  students" 
international  counterparts  located  at  educational  sites  around  the  world.  Working  with  public 
schools  and  public  libraries.  Florida  State  University  will  explore  both  hard-wired  and  wireless 
modes  of  communications  to  convey  a  wide  array  of  educational  and  resource  materials  to 
numerous  groups  and  audiences. 
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Industrial/business  partners  are  involved  in  our  planning  and  have  agreed  to  provide 
substantial  matching  resources.  Among  our  corporate  partners  in  this  area  of  distance  learning 
are  IBM  Corporation  and  MCI.  Additional  partners  will  be  involved  in  this  telecommunications 
effort  as  we  progress,  including  state  agencies  in  both  the  educational  and  correctional  arenas. 

Mr.  Chairman,  this  project  provides  the  potential  to  expand  access  to  educational  and 
informational  opportunities  in  areas  that  would  otherwise  remain  inaccessible  without  this 
innovative  telecommunications  effort.  We  are  confident  that  we  have  the  technical  resource,  the 
partners,  and  the  capability  to  successfully  undertake  this  distance  learning  demonstration  project. 

We  are  seeking  $700.000  in  federal  funding  to  support  this  endeavor,  and  have  secured 
commitments  from  our  public  and  private  partners  to  provide  matching  funds.  We  thank  the 
Subcommittee  for  the  support  it  has  given  to  Florida  State  University  in  the  past,  and  we  hope 
that  you  will  find  this  proposal  merits  your  continued  support. 

PREPARED  STATEMENT  OF  GEORGETOWN  UNIVERSITY 

Mr.  Chairman  and  members  of  Committee,  we  are  Father  T.  Byron  Collins,  S.J.,  and 
Father  William  L.  George,  S.J.,  assistants  to  the  President  of  Georgetown  University. 

A  pilot  telemedicine  system  is  being  built  to  evaluate  the  feasibility  of  using  advanced 
telecommunications  technology  to  care  for  patients,  support  health  care  providers,  supervise 
allied  health  staff,  and  instruct  medical  students  in  remote  areas  of  South  Dakota.    The  Sioux 
Valley  Hospital,  McKennan  Medical  Center,  and  Rapid  City  Medical  Center  have  begun 
experimenting  throughout  South  Dakota.    A  new  consortium  of  these  three  pioneering 
hospitals,  the  University  of  South  Dakota  Medical  School  (USDMC)  in  Sioux  Falls  and 
Georgetown  University  Medical  Center  is  planning  an  expanded  telemedicine  web  to  link 
rural  providers,  patients,  and  students  with  each  other  as  well  as  with  their  central  hospitals. 
The  consortium's  primary  research  goal  is  to  compare  the  operation  and  effect  of  this 
horizontal  web-like  telemedicine  configuration  with  the  conventional  hub-and-spoke  approach 
from  the  perspectives  of  clinical  efficacy,  criteria  for  fee  of  the  service,  cost  of  service, 
technology,  management  structure,  and  organizational  behavior. 

The  three  year  pilot  project  is  named  KotaSys.   It  is  expected  that  this  Dakota-originated 
health  care  delivery  system  for  patient  care  and  training  could  serve  as  a  model  for  the 
nation.    The  necessary  amount  for  this  program  is  $9  million  for  FY'97. 

The  three  hospitals  are  regional  centers  of  clinical  excellence  that  have  taken  the 
preliminary  steps  necessary  to  establish  a  telemedicine  web  in  South  Dakota.   The  University 
of  South  Dakota  specializes  in  training  family  practice  physicians  for  work  in  rural  America. 
Georgetown  University  Medical  Center  is  an  internationally  recognized  leader  in  the 
development  and  assessment  of  telemedicine  and  teleradiology  having  been  an  R&D  partner 
of  the  Army  Medical  Research  and  Material  Command  for  10  years  in  the  area  of  medical 
telepresence.    As  the  research,  evaluation  arm  of  the  consortium,  Georgetown  will  conduct 
the  technology  assessment  of  the  South  Dakota  project  and  coordinate  development  of  a 
model  applicable  for  the  national  rural  telemedicine. 

At  the  USDMC,  the  third  and  fourth  year  medical  students  receive  all  their  training  in  the 
private  rural  offices  of  volunteer  family  practice,  internal  medicine  and  general  surgery 
faculty.    Although  the  students  are  deeply  involved  in  the  practice  of  rural  medicine,  it  is 
difficult  for  university-based  faculty  to  monitor  their  progress  and  assure  a  consistent 
educational  experience.    A  telemedicine  web  linking  students,  volunteer  faculty,  and 
university  faculty  will  minimize  distance,  time,  and  other  natural  barriers  to  effective  training 
and  optimize  the  use  of  scarce  educational  resources.    Furthermore,  Georgetown  University 
Medical  Center  will  assist  USMDC  in  developing  medical  research  programs  in  breast  cancer 
screening,  cardiology,  and  medical  information  systems. 
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A  primary  research  task  is  to  determine  the  conditions  under  which  the  telemedicine  web 
becomes  the  means  for  creating  a  "virtual  community"  among  rural  health  care  practitioners. 
In  addition  to  using  telemedicine  to  provide  assistance  in  emergency  or  unusual  situations, 
the  consortium  will  sponsor  projects  that  encourage  dispersed  medical  groups  to  share  their 
resources  by  providing  mutual  coverage,  referring  patients  to  local  groups  with  subspecialty 
expertise,  and  shifting  work  from  over-utilized  to  underutilized  facilities.    The  consortium 
will  help  develop  clinical,  organizational,  management,  and  technical  models  for  adapting 
South  Dakota  health  care  systems  to  managed  care. 

KotaSys  Budget  Outline 

The  University  of  South  Dakota  Medical  Center  $3,000  K 

Tele-proctoring 

Breast  Cancer  and  Mammography 

Tele -cardiology 

Informational  Systems 

McKennan  Medical  Center  $500  K 

Sioux  Valley  Medical  Center  $500  K 

Rapid  City  Medical  Center  $500  K 

Georgetown  University  Medical  Center  ISIS  Center  $4,500  K 

Tele-proctoring  Support 
Breast  Cancer  Research  Support 
Cardiology  Research  Support 
Information  System  Support 
Communication  Support 
National  System  Modeling 
Technology  Assessment 

Sub  Total  $9,000  K 


PREPARED  STATEMENT  OF  THE  ALLIANCE  FOR  INTERNATIONAL 
EDUCATIONAL  AND  CULTURAL  EXCHANGE 

The  Alliance  for  International  Educational  and  Cultural  Exchange  appreciates  the  opportunity  to 
submit  testimony  to  the  Subcommittee  in  support  of  the  United  States  Information  Agency 
(USIA),  and  the  educational  and  cultural  exchange  programs  which  it  administers. 

The  Alliance  is  a  coalition  of  62  non-governmental,  nonprofit  organizations  which  conduct  a  wide 
variety  of  academic,  citizen,  and  youth  exchange  programs.  A  list  of  Alliance  member 
organizations  is  appended  to  this  testimony. 

Some  Alliance  members  receive  a  portion  of  their  funding  through  USIA  grants.  Others  receive 
none.  All,  however,  share  the  conviction  that  exchange  programs  represent  an  extremely 
cost-effective  means  of  advancing  our  national  interests.  In  a  year  when  USIA  has  come  under 
real  scrutiny  and  faced  questions  about  its  future,  we  continue  to  believe  that  a  strong, 
independent  USIA  will  best  serve  the  national  interest.  We  urge  the  Subcommittee  to 
thoughtfully  evaluate  the  many  unique  contributions  of  the  programs  and  its  overseas  posts. 

All  of  us  in  the  Alliance  are  concerned  that  current  efforts  to  reduce  the  federal  budget  will 
jeopardize  the  vitality  and  value  of  exchange  programs.  Alliance  members  recognize  the  need  to 
control  federal  spending  and  to  reduce  the  debt,  and  we  are  prepared  to  work  with  the  Congress 
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and  the  executive  branch  to  contain  costs.  We  fear  the  results,  however,  of  disproportionate  cuts 
in  our  overall  foreign  affairs  spending,  and,  in  particular,  in  the  funds  for  exchange  programs. 
Cuts  of  this  magnitude  will  limit  America's  ability  to  maintain  its  global  leadership  and  ultimately 
diminish  our  economic  competitiveness  and  our  ability  to  advance  our  national  interests 
throughout  the  world. 

Exchange  programs  advance  America's  domestic  and  international  interests  in  a  variety  of  ways. 
Here  are  some  recent  examples: 

-  The  fastest  growing  regional  markets  for  American  products  —  East  Asia  and  Latin 
America  -  are  led  by  political  and  technocratic  elites  trained  largely  in  the  U.S.  These  leaders, 
who  attended  American  universities  and  high  schools,  preside  over  an  unprecedented  opening  of 
markets,  burgeoning  trade,  and  in  many  cases,  democratic  reforms. 

•  The  vice  president  of  Bosnia's  Social  Action  Party  and  the  country's  former  acting  prime 
minister  is  a  leading  force  for  tolerance  and  political  pluralism  in  a  country  that  has  been  ravaged 
by  sectarian  warfare.  His  political  views  were  shaped  during  a  high  school  exchange  experience  in 
the  United  States.  He  recently  told  an  American  youth  exchange  organization:  "I  am  your 
product." 

-  Leading  officials  of  Egypt's  Supreme  Constitutional  Court  recently  visited  the  U.S.  to 
study  the  American  justice  system.  The  visit,  intended  to  establish  a  permanent  U.S.  training 
program  for  Egyptian  jurists,  had  a  direct  effect  on  Egyptian  Supreme  Court  decisions  on 
"oneperson,  one  vote"  and  several  human  rights  issues. 

•  A  Flint,  Michigan,  and  Togliatti,  Russia  exchange  partnership  led  to  a  $700  million  deal 
for  auto  parts  between  General  Motors  and  a  Russian  company. 

•  A  similar  relationship  between  the  state  of  Vermont  and  the  Russian  state  of  Karelia  led 
to  the  opening  of  six  Ben  &  Jerry's  ice  cream  stores  in  Russia,  which  serve  over  3000  Russians 
daily. 

-  An  El  Salvadoran  Fulbright  grantee  in  environmental  studies  played  a  key  role  in  ending 
his  country's  civil  war.  By  bringing  the  warring  factions  together  to  discuss  the  effects  of  the 
conflict  on  the  environment,  he  began  a  process  of  dialogue  which  led  directly  to  the  peace  in  El 
Salvador. 

-  American  Fulbright  professors  in  Albania  have  successfully  established  a  journalism 
program  at  the  University  of  Tirana,  injecting  the  concept  of  press  freedom  into  what  had  been 
until  recent  times  one  of  the  world's  most  closed  societies. 

-  Recent  undergraduates  from  the  former  Soviet  Union  who  have  spent  an  academic  year 
in  the  U.S.  have  already  assumed  high-profile  leadership  positions  such  as  vice  president  of  the 
Bank  of  Latvia,  president  of  the  Georgia  Association  of  Youth  Initiatives,  and  member  of 
Kazakhstan's  representation  to  the  World  Bank  and  IMF. 

Exchange  programs  are  among  our  nation's  most  cost-effective  tools  in  advancing  our  national 
interests  in  the  foreign  affairs  arena.    Every  federal  dollar  expended  on  exchange  programs 
generates  12  dollars  in  private  sector  contributions,  a  statistic  cited  by  the  General  Accounting 
Office.  We  believe  the  partnership  between  the  nonprofit  exchange  community  and  USIA  is  a 
model  of  collaboration  between  the  public  and  private  sectors.  Through  community-based 
organizations,  exchange  involves  millions  of  American  citizens  from  Fairbanks  to  Fort  Lauderdale 
in  the  conduct  of  our  foreign  affairs.  The  long-term  success  of  this  public-private  relationship  has 
broad  applicability  as  we  work  together  to  reduce  government  expenditures  while  preserving 
programs  which  have  such  value  to  American  communities  and  to  the  advancement  of  our 
overseas  interests. 
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Because  exchange  and  training  programs  have  promoted  long-term  U.S.  interests  as  well  as  more 
immediate  foreign  policy  goals,  they  have  always  attracted  strong  bipartisan  support.  Senator 
Fulbright's  vision  -  that  the  benefits  of  exchange  would  make  the  U.S.  stronger  and  the  world  a 
safer  place  —  was  shared  by  others  such  as  President  Eisenhower,  who  had  a  practical  vision 
of  the  value  of  citizen  diplomacy  over  military  and  industrial  contacts,  and  President  Reagan,  who 
believed  the  future  of  the  NATO  alliance  depended  on  strengthening  mutual  understanding  within 
the  next  generation  of  leaders  on  both  sides  of  the  Atlantic. 

At  the  40th  anniversary  of  the  U.S. -Japan  Fulbright  program  in  1992,  President  George  Bush  said 
of  that  prestigious  bilateral  exchange,  "Not  only  have  the  grantees  benefited  from  this 
collaboration.  So  have  our  two  nations,  along  with  the  world,  because  the  close  ties  that  this 
exchange  fosters  between  Japan  and  the  United  States  also  help  to  redouble  our  efforts  to  work 
for  greater  security  and  prosperity  for  all  our  peoples." 

President  Bill  Clinton  has  said,  "No  one  who  has  lived  through  the  second  half  of  the  20th  century 
could  possibly  be  blind  to  the  enormous  impact  of  exchange  programs  on  the  future  of  countries." 

An  official  in  the  German  chancellor's  office  recently  told  a  GAO  investigative  team  that  the 
face-to-face  interactions  engendered  by  exchange  programs  "are  the  foundation  of  the  bilateral 
relationship.  If  NATO  is  not  backed  by  broad-based  people-to-people  contacts,  it  will  not  be 
able  to  prevent  the  two  sides  of  the  Atlantic  from  drifting  away  from  each  other."  We  see  the 
results  of  exchange  in  other  parts  of  the  world  as  well.    Five  Korean  prime  ministers  participated 
in  USIA  exchange  programs,  and  ISO  current  and  former  chiefs  of  state  worldwide  have  been  to 
the  United  States  as  USIA  International  Visitors. 

America's  economic  future  depends  on  its  global  competitiveness.    Trade  now  represents  25  per 
cent  of  our  Gross  Domestic  Product,  and  its  share  is  increasing.  Sixteen  million  Americans  will 
be  employed  in  export  industries  by  the  end  of  the  century.  That  number  will  be  double  what  it 
was  in  1990. 

International  education  fuels  American  globalization.  Our  nationwide  "trade  surplus"  in  higher 
education  brings  in  nearly  $7  billion  annually  and  creates  over  100,000  jobs.  U.S.  International 
Trade  Commission  figures  indicate  that  education  is  our  fifth  largest  service  export. 

As  trade  becomes  an  ever  more  important  source  of  American  jobs,  our  markets  will  also  change. 
Our  traditional  trading  partners  in  Europe  and  Asia  will  remain  important,  but  most  growth  -  and 
most  new  jobs  ~  are  likely  to  come  from  expanding  markets  in  the  developing  world:  countries 
like  Brazil,  Mexico,  Indonesia,  India,  and  China.  For  Americans  to  share  in  this  new 
prosperity,  we  must  have  globally  literate  entrepreneurs  -  people  who  understand  these 
languages,  cultures,  and  ways  of  doing  business.  We  cannot  sell  our  products  if  we  do  not  know 
our  markets.  Our  future  leaders  need  first-hand  experience  with  these  critical  and  often 
under-studied  countries.  We  must  continue  to  welcome  and  educate  foreign  students  who  will 
become  our  political  partners  and  future  customers. 

The  Fulbright-Hays  Act,  which  provides  the  legal  authority  for  official  exchange  programs,  asserts 
that  the  purpose  of  exchanges  is  both  to  advance  the  foreign  policy  interests  of  the  United 
States  and  to  promote  mutual  understanding.  In  a  world  where  issues  are  increasingly  global,  the 
ability  to  understand  other  cultures  and  points  of  view  is  critical  to  finding  solutions. 

Problems  such  as  peacekeeping,  environmental  degradation,  the  eradication  of  disease,  famine, 
and  overpopulation  cannot  be  solved  by  a  single  country,  or  on  a  bilateral  basis.  Overcoming 
these  new  international  challenges  will  require  patient  multilateral  efforts  and  a  willingness  to 
understand  and  listen  to  the  views  of  other  countries.  The  purposeful  interactions  generated 
through  exchange  programs  -  joint  business  ventures,  cooperative  research,  institutional  and 
professional  development  --  provide  a  foundation  of  understanding  for  working  together  on 
matters  of  critical  national  interest. 
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The  Alliance  and  its  62  member  organizations  are  grateful  for  the  opportunity  to  submit  testimony 
to  the  Subcommittee.  We  recognize  the  challenges  you  face  in  balancing  an  enormous  array  of 
interests  and  a  shrinking  number  of  federal  dollars.  As  USIA  restructures  itself  and  adapts  to  this 
new  reality,  we  are  prepared  to  work  with  the  Congress,  USIA,  and  others  in  the  executive 
branch  to  streamline  our  efforts  to  continue  to  serve  the  national  interest  through  international 
exchange  programs. 

With  you,  we  hope  to  preserve  these  programs  which  so  successfully  promote  our  national 
interests,  programs  which  literally  democratize  the  conduct  of  our  foreign  affairs  by  involving 
millions  of  American  citizens  in  productive  international  relationships.  We  urge  the 
Subcommittee  to  fully  support  the  Administration's  request  for  USIA  funding.  In  these  times  of 
global  challenge  and  possibility,  USIA  and  its  exchange  programs  deserve  the  highest  possible 
level  of  support. 

ALLIANCE  MEMBER  ORGANIZATIONS 


Academy  for  Educational  Development 
AFS  Intercultural  Programs 
American  Assembly  of  Collegiate  Schools 
of  Business 

American  Association  of  Collegiate 
Registrars  and  Admissions  Officers 
American  Association  of  Community 

Colleges 
American  Collegiate  Consortium  for  East- 
West  Cultural  and  Academic  Exchange 
American  Council  of  Teachers  of  Russian/ 

American  Council  for  Collaboration  in 

Education  and  Language  Study 
American  Council  of  Young  Political 

Leaders 
American  Council  on  Education 
American  Heritage  Association 
American  Institute  for  Foreign  Study 

Foundation 
American  Intercultural  Student  Exchange 
American-Scandinavian  Foundation 
American  Secondary  Schools  for 

International  Students  and  Teachers 
AMIDEAST 
ASPECT  Foundation 
Association  for  International  Education 

Administrators 
Association  for  International  Practical 

Training 
Association  of  Professional  Schools  of 

International  Affairs 
CDS  International 
Children's  International  Summer  Village, 

Inc. 
CEC  International  Partners 
The  College  Board 
Communicating  for  Agriculture 
Council  for  International  Exchange  of 

Scholars 


Council  of  American  Overseas  Research 

Centers 
Council  of  Graduate  Schools 
Council  of  International  Programs 
Council  on  International  Educational 

Exchange 
Delphi  International 
Educational  Testing  Service 
EF  Foundation 
Exchange:  Japan 
The  Fulbright  Association 
Girl  Scouts  of  the  USA 
Institute  of  International  Education 
InterExchange 

International  Student  Exchange  Program 
Japan-America  Student  Conference 
LASPAU 

The  Laurasian  Institution 
MAST/PART  International 
Meridian  International  Center 
NAFSA:  Association  of  International 

Educators 
National  Association  of  State  Universities 

and  Land-Grant  Colleges 
National  Association  of  Secondary  School 

Principals 
National  Council  for  International  Visitors 
Ohio  Agricultural  Intern  Program 
Open  Door  Student  Exchange 
Partners  of  the  Americas 
People  to  People  International 
Sister  Cities  International 
Volunteers  Exchange  International 
World  Education  Services 
World  Exchange,  Ltd. 
World  Heritage 
World  Learning,  Inc. 
YMCA  International  Program  Services 
Youth  Exchange  Services 
Youth  For  Understanding 
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PREPARED  STATEMENT  OF  THE  STATE  MARITIME  COLLEGES/ACADEMIES 
OF  CALIFORNIA,  MAINE,  MASSACHUSETTS,  NEW  YORK,  TEXAS,  AND 
THE  GREAT  LAKES  REGION 

As  the  Presidents  and  Superintendents  of  the  State  Maritime  Academics/Colleges  of 
California,  Maine,  Massachusetts,  New  York,  Texas,  and  the  Great  Lakes  Region,  we 
appreciate  the  opportunity  to  present  our  comments  on  the  Department  of  Transportation 
Maritime  Administration's  budget  for  maritime  education  and  training. 

The  United  States  is  a  maritime  nation,  dependent  upon  watcrborne  commerce  for  the 
export,  import,  and  internal  distribution  of  vast  quantities  and  kinds  of  raw  materials  and 
manufactured  goods.  Our  national  security  and  economy  require  an  adequate  and  reliable 
American  flag  merchant  fleet  and  shoresidc  support  structure  for  both  intcmationaJ  and 
domestic  shipping.  The  State  Maritime  Academies  are  the  primary  recruiters  and  trainers  of 
the  men  and  women  needed  for  the  nation's  sealift  capability,  a  capability  absolutely  essential 
in  any  military  operation  beyond  America's  shores  or  in  other  national  emergencies.  Recent 
events  in  Somalia  and  Desert  Storm  have  demonstrated  the  need  for  both  an  American  flag 
commercial  fleet  and  the  Defense  Sealift  Contingency  Force,  or  Ready  Reserve  Force  (RRF) 

The  State  Maritime  Academies  are  a  prime  example  of  a  successful  state-federal 
partnership,  meeting  the  nation's  need  for  trained  professional  mariners  in  the  most  cost- 
effective  manner.  The  administration's  FY-97  budget  includes  $9.3  million  for  the  state 
academies.  This  request,  if  fully  funded,  represents  level  funding  since  1989.  The  Federal 
Government  receives  a  high  return  on  this  investment: 

•  75%  of  the  nation's  licensed  Merchant  Marine  officers  are  educated  and  trained  by 
the  state  schools,  with  the  students  and  state  governments  covering  90%  of  the  costs. 

•  Five  of  the  schools  operate  training  ships,  on  loan  to  the  schools  from  the  Federal 
Government  to  permit  cadets  to  meet  federally-mandated  sea  time  for  licensing  as  Merchant 
Marine  officers.  Two  are  Ready  Reserve  Force  ships  and  are  maintained  by  the  schools  at  a 
cost  to  the  Federal  Government  of  about  one-third  that  expended  for  other  RRF  ships  (SI. 2 
vs  S3. 2  million). 

•  State  Academy  graduates  enjoy  a  100%  job  placement  rate  (the  vast  majority  in  the 
maritime  industry),  an  enviable  record  of  transition  from  student  to  responsible  citizen  and  . 
taxpayer.  They  ascend  to  the  most  senior  levels  of  their  professions  —  ship  masters  and  chief 
engineers,  shipping  company  and  other  maritime  industry  chief  executives,  and  as  flag 
officers  in  the  Navy  and  Coast  Guard  up  to  the  four-star  level. 

The  State  Maritime  Academies,  fully-accredited  institutions  with  outstanding  faculty  and 
modern  classrooms,  labs,  and  simulators,  are  recognized  worldwide  as  centers  of  excellence 
in  maritime  education  and  training.  Our  programs  assure  an  adequate  supply  of  professionals 
capable  of  meeting  both  U.S.  Coast  Guard  safety  and  Oil  Pollution  Act  requirements  and 
International  Maritime  Organization  Standards  of  Training,  Certification  and  Watchkeeping. 

The  maritime  industry  is  a  robust  and  growing  industry,  both  nationally  and 
internationally.  In  the  United  States  the  industry  contributes  $780  billion  to  the  GDP  and 
generates  15.3  million  jobs.  While  we  have  experienced  a  decline  in  one  element  of  the 
Industry,  the  American  flag  commercial  deep  sea  fleet,  there  are  indications  that  changes 
taking  place  internationally  and  in  this  country  may  reverse  that  trend.  The  many  other 
elements  of  the  industry  are  thriving  and  require  the  kind  of  trained  professionals  the  State 
Maritime  Academies  produce.  We  provide  licensed  officers  for  the  pilotage,  tug  and  barge, 
coastal,  offshore  supply,  inland  waters,  and  Great  Lakes  shipping  industries;  and  the 
shoreside  freight  forwarding,  chartering,  port  and  terminal  operations,  marine  insurance,  ship 
design,  ship  brokerage,  ship  building  and  repair,  admiralty  law,  intermodal  and  container 
operations,  environmental  protection,  oil  spill  response,  and  shipping  agent  industries.  We 
have  expanded  our  curriculums  to  include  the  marine  environment  and  oil  spill  prevention 
and  spill  response  training.  Waterbome  commerce  represents  the  most  cost-effective  method 
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of  transportation  and  will  remain  a  necessary  and  strong  segment  of  our  economy.  There  will 
be  a  continuing  need  for  the  foreseeable  future  for  the  kind  of  well-trained,  highly  motivated 
young  men  and  women  who  attend  the  State  Maritime  Academies. 

The  State  Maritime  Academies,  even  during  the  most  recent  recession,  have  provided 
America's  young  men  and  women  with  a  first  class  education  and  100%  job  placement  -- 
95%  within  three  months  of  graduation.  These  graduates,  all  of  whom  have  paid  their  own 
way  through  school  to  obtain  their  degrees  and  Coast  Guard  licenses  as  Merchant  Marine 
officers,  represent  an  investment  in  the  nation's  future.  The  limited  federal  funding 
supporting  the  state  academies  is  returned  many  times  in  terms  of  high  quality,  professional 
mariners  (as  mentioned,  75%  of  all  those  receiving  Coast  Guard  licenses  each  year)  and 
hundreds  of  Navy  and  Merchant  Marine  Reserve  officers.  The  S9.3  million  is  allocated  to  the 
six  schools  as  follows: 

•  S6.9  million  for  maintenance  and  repair  and  fuel  money  where  authorized  for  the 
training  ships  (two  of  which  serve  as  troop  ships  for  the  RRF). 

•  Si. 4  million  for  Student  Incentive  Payments  (SIP)  for  cadets  in  the  Navy  and 
Merchant  Marine  Reserve  program. 

•  $100,000  per  school  (5200,000  in  the  case  of  a  regional  academy  such  as  Great 
Lakes)  for  administrative  costs  associated  with  functioning  as  a  State  Nautical  School  in 
compliance  with  the  Maritime  Education  and  Training  Act  of  1980. 

It  is  important  to  note  that  all  of  these  funds  are  used  for  functions  that  directly  benefit 
the  Federal  Government.  The  administrative  costs  are  for  those  matters  unique  to  the 
licensing  programs  and  for  meeting  other  MARAD  and  Coast  Guard  requirements 
(curriculum  approval,  inspection  and  certifications,  etc.).  The  SIP  payments  are  for  students 
in  the  Navy  and  Merchant  Marine  Reserve  program  who  have  a  six  year  service  obligation 
following  graduation.  The  training  ship  maintenance  and  repair  funds  are  for  federal 
regulatory  items  and  work  which  cannot  be  accomplished  by  the  schools  and  their  students 
(i.e.,  periodic  dry  docking,  annual  inspections  and  certification  by  the  Coast  Guard,  etc.).  As 
has  been  pointed  out,  these  ships  are  federal  property  on  loan  to  the  state  academies  and 
maintained  by  them  at  a  fraction  of  the  commercial  cost.  The  Federal  Maritime  Education 
and  Training  Act  (Public  Law  96-453,  Section  1304(c)(l)(A)(iv)  states  that  the  Federal 
Government  shall  maintain  the  ships  in  good  repair.  No  federal  funds  are  expended  for  other 
vessels  or  students  not  involved  in  a  licensing  program.  The  Federal  Government  receives  a 
return  on  every  dollar  spent  on  the  state  schools  and  their  students,  either  in  terms  of  cost 
savings  on  maintenance  work  on  its  loaned  ships,  in  the  training  and  licensing  of  the  vast 
majority  of  America's  Merchant  Marine  officers,  or  in  the  form  of  a  service  obligation  by 
students  receiving  SIP. 

The  State  Maritime  Academy  system  is  a  cost-effective  investment  in  education,  jobs, 
and  meeting  America's  national  security  and  economic  needs.  The  schools  have  been  called 
upon  to  meet  this  need  since  1874  when  the  first  of  our  academies  was  established.  We  want 
to  continue  to  provide  this  important  service  and  ask  for  your  continued  support.  We  fully 
appreciate  the  challenges  you  face  in  addressing  the  deficit  and  balancing  the  federal  budget. 
We  also  recognize  that  the  proposed  budget  for  1997  represents  the  minimum  funding 
necessary  to  permit  us  to  continue  providing  quality  maritime  education  and  training  in 
support  of  our  nation's  security  and  economy.  Our  students  will  continue  to  contribute  51% 
and  our  states  38%  toward  this  effort.  But  without  the  11%  of  critical  federal  support  needed 
for  us  to  meet  federal  requirements  as  a  State  Nautical  School  and  provide  the  federally- 
mandated  sea  time  for  our  students,  we  will  be  unable  to  perform  our  mission. 

We  appreciate  your  consideration  of  our  request  for  support  of  our  continued  funding 
within  the  Maritime  Administration  Operation  and  Training  budget.  We  would  be  happy  to 
answer  any  questions  the  Committee  may  have. 


PREPARED  STATEMENT  OF  BETH  MARKS  CLARK,  DIRECTOR,  THE 
ANTARCTICA  PROJECT 

I.  Introduction 

Thank  you  for  the  opportunity  to  present  a  statement  on  the  Fiscal  Year  1997  budget  for 
the  Department  of  Commerce,  and  specifically,  the  Antarctic  Marine  Living  Resources 
(AMLR)  Program  of  the  National  Oceanic  and  Atmospheric  Administration  (NOAA).  I 
am  Beth  Marks  Clark',  Director  of  The  Antarctica  Project.  The  following  organizations  join 
with  me  in  supporting  an  appropriation  of  at  least  $1.2  million  to  support  the 
Antarctic  Marine  Living  Resources  Program  (AMLR),  NOAA's  directed  research 
program  in  Antarctica:  Center  for  Marine  Conservation,  Defenders  of  Wildlife, 
Environmental  Defense  Fund,  Friends  of  the  Earth,  Greenpeace,  The  Humane  Society  of 
the  U.S.,  Humane  Society  International,  National  Audubon  Society,  National  Parks  and 
Conservation  Association,  National  Wildlife  Federation,  Natural  Resources  Defense 
Council,  Sierra  Club,  and  World  Wildlife  Fund.  An  appropriation  of  $  1.2  million  is  the  level 
at  which  AMLR  has  been  funded  for  the  past  three  fiscal  years. 

AMLR  has  always  enjoyed  bipartisan  Congressional  support.  In  fact,  it  was  due  to  the 
efforts  of  Congress  that  funding  for  AMLR  has  been  available  since  its  inception  in  1986. 
Our  organizations  urge  your  Committee  to  ensure  that  continued  funding  is  available.2 

Until  it  was  taken  off  line  in  1995,  the  AMLR  Program  was  supported  by  the  NOAA  ship, 
R.V.  Surveyor.  Last  year,  NOAA  contracted  a  Russian  ship  to  support  AMLR.  NOAA  will 
again  need  to  charter  a  ship  to  support  AMLR  for  the  coming  season,  and  will  require  up 
to  $2  million  for  this  charter.  We  urge  your  Committee  to  ensure  that  funds  are  available 
for  this  charter,  and  we  recommend  that  the  University-National  Oceanographic  Laboratory 
Systems  (UNOLS)  be  considered  when  this  charter  is  awarded. 

Thus,  a  $1.2  million  appropriation  is  sufficient  if  there  is  funding  within  the  National 
Marine  Fisheries  Service  budget  to  charter  a  ship  to  support  AMLR.  However,  if  there  are 
insufficient  funds,  then  additional  funds  would  be  needed  to  charter  a  vessel.  Obviously, 
without  a  vessel,  AMLR  cannot  continue  its  research  program. 

The  Antarctic  Marine  Living  Resources  Program  is  vital  to  longstanding  U.S. 
economic,  environmental  and  political  interests  in  Antarctica,  and  supports  our 
international  obligations  to  the  Convention  on  the  Conservation  of  Antarctic  Marine 
Living  Resources  (CCAMLR). 

Background  on  CCAMLR 

CCAMLR  uas  established  under  the  Antarctic  Treaty  System  to  sustainably  manage 
Southern  Ocean  fisheries.  It  is  unique  in  its  'ecosystem'  approach  to  the  management  of 
fisheries  because  its  aim  is  not  only  to  conserve  the  targeted  species,  but  to  take  into 
account  the  impact  of  fishing  on  those  animals  (seals,  whales,  penguins  and  other  seabirds) 
that  depend  on  the  targeted  species.  However,  since  decision-making  is  by  consensus,  all 
nations  must  approve  each  measure  to  prevent  overharvesting.  The  only  way  that  the 
fishing  nations  will  agree  to  and  comply  with  conservation  measures  that  limit  fisheries  to 
ecologically  sustainable  levels  is  if  they  are  presented  with  scientific  proof  of  a  fishery's 
status. 


'  Public  sector  representative  on  the  U.S.  delegation  to  the  meetings  of  the  Convention  on  the  conservation  of  Antarctic 
Marine  Living  Resources,  1 990-present. 

2  From  FY  1987  through  FY  1993.  funding  for  AMLR  was  not  included  in  the  Presidents  annual  budget  request. 
Funding  was  provided  by  Congressional  add-ons  to  NOAA's  budget.  Fortunately,  due  to  the  foresight  of  Congress. 
AMLR  remained  a  viable  program  despite  attempts  to  cut  it.  I  am  sure  that  this  allowed  it  to  be  included  in  the 
President  "s  budget  request,  starting  with  the  FY  94  budget. 
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Research  results  from  the  Antarctic  Marine  Living  Resources  Program  have  provided 
this  information.  Since  its  inception,  the  AMLR  Program  has  been  crucial  to 
CCAMLR's  success  because  it  has  provided  the  foundation  for  the  adoption  of 
ecologically  sound  conservation  measures  by  CCAMLR  member  governments,  based 
on  recommendations  from  the  Scientific  Committee. 

Through  AMLR,  the  U.S.  has  played  a  leading  role  in  identifying  and  brokering 
internationally  acceptable  approaches  to  conservation  problems  in  the  Southern  Ocean.  The 
ability  of  the  U.S.  to  influence  long-term  international  conservation  efforts  stems  from  our 
leading  by  example-both  in  Southern  Ocean  conservation  and  in  the  larger  framework  of 
the  Antarctic  Treaty  System.  A  U.S.  presence  is  especially  important  now  that  a  U.S. 
fisherman  has  a  crab  fishery  and  a  toothfish  fishery  in  the  Southern  Ocean.  Decreasing 
the  U.S.  research  effort  while  increasing  U.S.  fishing  in  the  region  could  undermine 
U.S.  leadership  in  Antarctica,  and  could  jeopardize  the  continuing  success  of 
CCAMLR. 

At  last  year's  annual  meeting  of  CCAMLR,  it  was  evident  that  several  nations  were  bowing 
to  domestic  economic  pressures  at  the  expense  of  conservation,  and  attempted  to  gain 
consensus  for  catch  levels  which  were  economically  beneficial,  without  regard  to  the  state 
of  the  fishery.  At  present,  the  principal  fishing  nations  are  Argentina,  Chile,  Japan,  Russia 
and  the  Ukraine. 

Research  results  from  AMLR  allowed  the  U.S.  delegation  to  argue  persuasively  that 
conservation  measures  be  based  on  science  rather  than  economics.  Without  a  strong  U.S. 
research  presence,  Southern  Ocean  fisheries  will  be  regulated  by  nations  with  a  strong 
economic  interest  and  presence  in  the  region.  Under  such  circumstances  we  fear  that 
implementation  of  conservation  measures  will  be  difficult,  overfishing  will  persist,  and  the 
region's  marine  living  resources  will  be  exploited  beyond  sustainable  levels. 

By  helping  to  effectively  implement  CCAMLR,  AMLR  also  provides  a  model  for  ecosystem 
management  of  domestic  and  international  fisheries.  CCAMLR  was  launched  as  an 
experiment  to  determine  if  nations  could  design  new  ways  to  govern  fisheries  that  would 
avoid  ecological  and  subsequent  economic  catastrophe.  The  Large  Marine  Ecosystem 
experiments  carried  out  by  the  National  Marine  Fisheries  Service  stemmed  directly  from 
the  CCAMLR  experience  in  the  Southern  Ocean. 

The  L.N.  Food  and  Agriculture  Organization  has  warned  that  fish  production  from  most 
of  the  world's  fisheries  has  reached  or  exceeded  the  levels  at  which  fish  stocks  can 
regenerate  themselves.1  As  we  see  fisheries  around  the  world  continuing  to  collapse,  with 
con>equent  economic  and  diplomatic  implications,  it  is  clear  that  the  "ecosystem  as  a  whole" 
model  initiated  by  Antarctic  research  needs  to  be  extrapolated  to  all  fisheries. 

II.        Background  on  Antarctic  Fisheries 

Commercial  harvesting  of  Antarctic  fish  began  in  the  early  1970s.  By  1976.  several  nations 
had  launched  commercial  harvesting  operations  for  krill,  the  one-  to  two-inch  long  shrimp- 
like crustacean  that  forms  the  basis  of  the  Antarctic  food  chain.  The  Convention  on  the 
Conservation  of  Antarctic  Marine  Living  Resources  (CCAMLR)  was  negotiated  in 
response  to  the  collapse  of  several  species  of  fish  from  unregulated  fisheries,  and  the 
concern  that  a  rapid  escalation  of  a  krill  fishery  could  precipitate  the  demise  of  the 
Southern  Ocean  marine  ecosystem.  Because  of  krill's  pivotal  role  in  the  food  chain,  an 
unregulated  fishery  could  also  impede  the  recovery  of  whale  populations. 

CCAMLR' was  formulated  to  provide  a  management  system  that  would  both  protect  the 
ecosystem  and  allow  fishing  activities  in  the  region.  CCAMLR  is  unique  in  its  "ecosystem" 
approach  to  the  management  of  fisheries,  because  its  aim  is  to  allow  sustainable  use  of  any 
stock  while  preventing  irreversible  damage  to  populations  of  target  species  and  species 


'  Committee  on  Fisheries,  U.N.  Food  and  Agriculture  Organization,  March  1993  meeting. 
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dependent  on  or  related  to  the  target  species.  CCAMJLR  is  thus  the  first  international 
convention  to  address  ecosystem  management  goals. 

The  Convention  entered  into  force  in  1982,  and  established  an  advisory  Scientific 
Committee  and  a  regulatory  Commission  with  authority  to  impose  restrictions  on 
commercial  fishing  operations.  To  date  22  nations  and  the  European  Union4  have  agreed 
to  subject  their  fishing  activities  to  regulation  under  the  Convention.  The  Convention 
requires  consensus  decision-making,  which  means  that  all  nations  must  approve  measur •; 
to  prevent  overharvesting.  Only  with  persuasive  scientific  information  will  the  fishing 
nations  be  forced  to  agree  to  and  comply  with  conservation  measures. 

To  give  effect  to  the  Convention  domestically,  and  to  ensure  the  acquisition  of  the  requisite 
scientific  information,  Congress  enacted  the  Antarctic  Marine  Living  Resources 
Convention  Act  of  19845.  This  act  directed  NOAA  to  develop  and  implement  a  research 
program  to  support  and  facilitate  implementation  of  CCAMLR.  This  program,  the  U.S. 
AMLR  Program,  has  been  implemented  by  NOAA"s  National  Marine  Fisheries  Service 
since  IW7.  when  Congress  approved  the  Program  Development  Plan*. 

The  U.S.  AMLR  Program  was  the  first  national  research  program  to  investigate  the  state 
of  the  fish  stocks  in  the  Southern  Ocean.  The  first  AMLR  cruise  confirmed  that  fishing 
operations  were  having  adverse  impacts  on  marine  life,  and  indicated  that  several  fish 
stocks  were  being  exploited  at  rates  above  those  which  allow  replacement  of  the  stock. 
Several  species  had  been  so  heavily  fished  that  their  populations  were  less  than  10%  of 
their  size  in  1982'. 

lit.       Importance  of  CCAMLR  and  the  U.S.  Antarctic  Marine  Living  Resources 
Program 

Proper  implementation  of  CCAMLR  is  necessary  to  ensure  the  wise  and  sustainable 
use  of  Southern  Ocean  fisheries.  The  Antarctic  Marine  Living  Resources  Program 
is  essential  for  the  proper  implementation  of  CCAMLR  because  research  results  have 
provided  the  foundation  for  the  adoption  of  ecologically  sound  conservation 
measures  by  CCAMLR. 

The  importance  of  CCAMLR  and  the  U.S.  AMLR  Program  is  in  their  ability,  over  a 
decade's  time,  to  monitor  changes  in  the  Southern  Ocean  ecosystem.  Whether  fluctuations 
in  the  marine  environment,  including  changes  in  marine  populations,  can  be  attributed  to 
human  or  natural  events,  can  only  be  determined  by  research  which  continues  over  a  long 
period  of  time. 

Results  from  the  past  few  years  are  illustrative. 

1.  The  survival  of  krill  predators  (seals  and  penguins)  is  a  good  indication  of  the 
availability  of  krill.    Since  1990,  the  survival  of  young  penguins  and  seals  has  fluctuated. 


'  The  following  nations  are  members  of  CCAMLR:  Argentina,  Australia,  Belgium,  Brazil,  Chile,  European  Union, 
France,  Germany,  Greece.  India,  Italy,  Japan,  Republic  of  Korea,  New  Zealand,  Norway,  Poland,  Russian  Federation. 
South  Africa.  Spain.  Sweden,  Ukraine.  United  Kingdom,  and  United  States. 

'  The  Antarctic  Marine  Living  Resources  Conservation  Act  of  1984  (P.L.  98-623). 

'The  Program  Development  Plan  recommended  annual  funding  of  AMLR  at  the  $4  million  level,  including  $1.8  million 
for  the  charter  of  a  dedicated  research  vessel. 

7  Because  these  early  studies  confirmed  low  standing  stocks  of  fish,  the  traditional  harvesting  areas  surrounding  the  South 
Shetland  and  South  Orkney  Islands  in  the  Southern  Atlantic  Ocean  were  closed  to  fmfishing.  Attempts  to  reopen  these 
areas  have  not  been  successful.  However,  unless  fish  stock  surveys  are  completed  in  the  future,  we  could  lose  the 
agreement  to  keep  these  areas  closed.  It  will  only  be  due  to  the  consistent  and  vigilant  application  of  the  results  of  the 
research  cruises  that  consensus  will  be  maintained  to  prohibit  or  limit  Fishing  in  these  and  other  areas. 
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Although  the  krill  harvest  is  at  its  lowest  level,  the  availability  of  krill  to  its  predators  has 
fluctuated,  as  evidenced  by  the  annual  survival  rate  of  penguin  chicks.* 

Whether  these  changes  are  the  result  of  natural  fluctuations  or  due  to  the  location  of  the 
krill  fishery  is  still  not  fully  understood.  However,  these  results  highlight  the  challenges 
facing  CCA  MLR,  and  the  need  for  continued  research:  to  establish  a  relation  between 
changes  in  the  marine  ecosystem  and  exterr.il  (human-induced)  vs.  natural  impacts,  and  to 
determine  what  is  overfishing. 

2.  A  healthy  krill  population  is  also  essential  for  the  recovery  of  some  depleted 
fish  stocks.  The  AMLR  Program  initiated  the  first  ecosystem  monitoring  program  which 
studied  the  relationships  between  krill,  their  predators,  and  their  environment.  Research 
results  led  CCAMLR  to  adopt  a  precautionary  catch  limit  on  krill  fishing.  The  U.S.  is  the 
only  nation  which  is  consistently  conducting  these  studies'. 

3.  In  response  to  a  U.S.  fisherman  applying  for  a  permit  to  initiate  a  crab  fishery  in  the 
Southern  Ocean,  the  U.S.  took  the  lead  in  ensuring  that  the  fishery  was  developed  using  a 
conservative  approach  by  developing  a  model  research  and  development  plan.  In 
developing  this  plan,  the  fisherman  was  consulted,  along  with  biologists  and  fishery 
management  specialists.  The  crab  fishery  was  used  as  an  example  of  how  to  manage  a  new 
fishery,  and  set  a  precedent  for  other  new  and  developing  fisheries. 

Based  on  the  U.S.  example,  measures  were  adopted  which  defined  "new"  and  "exploratory" 
fisheries  and  articulated  procedures  for  conducting  them.  At  the  last  CCAMLR  meeting, 
the  U.S.  secured  agreement  for  a  measure  which  articulates  the  procedure  to  be  followed 
when  resuming  a  fishery  for  which  there  is  no  data  upon  which  to  base  a  sustainable  catch 
limit.  These  measures  are  necessary  to  assure  that  fisheries  develop  slowly- and  in  concert 
with  the  acquisition  of  biological  and  demographic  data.  Prior  to  this,  fisheries  were 
allowed  to  develop  until  the  resource  was  depleted. 

4.  One  of  the  biggest  obstacles  to  the  adoption  of  conservation  measures  is  lack  of  data 
submission.  Without  this  data,  the  Scientific  Committee  is  unable  to  provide  the  best 
scientific  advice  on  the  state  of  a  fishery  or  fish  stock.  Without  data  to  back  up  claims  of 
overfishing,  fishing  nations  can  attempt  to  increase  allowable  catches,  and  open  previously- 
closed  areas  to  fishing. 

To  help  overcome  this,  personnel  from  the  U.S.  AMLR  Program  implemented  the 
CCAMLR  Scientific  Observer  program  by  placing  an  observer  on  board  a  Russian  vessel. 
Observers  enable  compliance  monitoring  with  the  conservation  measures  adopted  by  the 
CCAMLR  Commission.  They  provide  verification  of  the  fish  species  caught,  fishing 
methods  used,  catch  data,  and  accurate  and  timely  reporting  to  the  CCAMLR  Secretariat. 

5.  U.S.  AMLR  personnel  also  initiated  the  CCAMLR  Inspection  Program  of 
commercial  boats  in  the  1990/ 1991  season  with  the  boarding  of  a  Japanese  vessel,  and  have 
carried  out  additional  inspections  during  the  past  seasons.  This  set  a  precedent  for  other 
countries10. 

6.  During  the  past  two  years,  there  has  been  a  significant  illegal  fishery  occurring  on 
the  Patagonian  toothfish.  Prior  to  last  year,  nations  were  unable  to  censure  those  flag  states 


Anderson,  Ian.  Penguins  move  out  after  chicks  starve  to  death.  New  Scientist.  Vol.  145.  no.  1962,  p.  9.  January  28, 
1995. 

'  Review  of  the  United  States  Antarctic  Marine  Living  Resources  (AMLR)  Research  program,  27-29  May  1992,  La  Jolla. 
CA  (Dr.  Robert  J.  Hofman,  Marine  Mammal  Commission,  Chairman).  This  interagency  review  panel  noted  that  "AMLR 
is  focussed  on  tasks  that  are  essential  to  meeting  the  ecosystem-oriented  objectives  of  CCAMLR, ...  and  are  not  being 
done  by  other  Parties." 

'"The  CCAMLR  Inspection  Program  seeks  to  measure  compliance  with  CCAMLR  conservation  measures  by  allowing 
for  unannounced  checks  of  commercial  boats  which  are  engaged  in  harvesting  activities. 


967 


because  of  the  narrow  definition  of  fishing  which  specified  that  a  boat  had  to  be  observed 
actually  fishing  on  a  closed  fishery  for  an  inspector  to  report  a  violation.  The  U.S.  was 
successful  in  getting  nations  to  agree  to  broaden  this  definition  to  give  inspectors  greater 
latitude  in  determining  whether  an  infringement  of  a  conservation  measure  has  occurred 
when  inspecting  a  research  or  fishing  vessel.  The  U.S.  had  hoped  that  nations  would  agree 
to  placing  satellite-linked  vessel  monitoring  systems  (VMS)  on  their  boats.  These  systems 
have  proved  successful  in  ensuring  compliance  with  conservation  measures  in  domestic 
fisheries,  because  a  boat's  location  is  automatically  conveyed  to  a  central  computer.  The 
U.S.  fisherman  has  agreed  to  place  this  system  on  his  boat  to  demonstrate  its  use,  and  based 
on  his  experience,  the  U.S.  will  try  to  reach  consensus  to  place  VMS  on  fishing  vessels  next 
season. 

IV.  U.S.  economic  interests 

Commercial  fishing  in  the  Southern  Ocean  is  expected  to  grow.  It  is  believed  that  the 
Southern  Ocean  is  the  "last  remaining  major  source  of  marine  protein,  [and  this  will  lead 
to)  considerable  harvesting  activity  in  the  Southern  Ocean,  which  will  require,  if  it  is  to  have 
a  chance  of  being  sustainable,  a  massive  extension  of  current  ecological  research..."" 

As  mentioned  above,  the  U.S.,  through  AMLR,  has  been  successful  in  achieving  agreement 
on  conservation  measures  designed  to  ensure  the  long-term  sustainability  of  the  marine 
resources  of  the  Southern  Ocean,  and  has  taken  the  lead  in  developing  monitoring 
programs,  primarily  through  the  CCAMLR  Ecosystem  Monitoring  Program.  For  example, 
the  measure  designed  to  ensure  that  new  fisheries  did  not  develop  ahead  of  the  collection 
of  biological  and  demographic  data  was  instigated  by  the  U.S. 

However,  it  is  clear  that  lor  the  underdeveloped  marine  resources,  it  is  in  the  best  interest 
of  U.S.  fishers  to  understand  as  clearly  as  possible  what  the  status  of  that  resource  might 
be.  so  that  the  resource  can  be  managed  sustainably  over  the  long  term.  In  this  way  U.S. 
fishers  can  make  informed  decisions  about  the  potential  for  future  participation  in  Southern 
Ocean  fisheries.  Thus,  a  continued  U.S.  presence  in  Antarctic  marine  resources  research 
will  ensure  both  an  ecological  and  economic  benefit  to  U.S.  fishers. 

This  has  already  been  demonstrated  by  the  initiation  of  the  crab  fishery  by  an  Alaskan 
fisherman.  The  presence  of  the  U.S.  at  the  meetings  of  CCAMLR  were  critical  to  ensuring 
that  the  interests  of  this  fisherman  were  properly  represented. 

As  noted  above,  the  research  conducted  through  AMLR  could  generate  valuable 
lessons  for  managing  U.S.  domestic  fisheries.  Viewed  from  this  perspective,  the  very 
small  investments  being  made  in  Antarctic  research  can  pay  handsome  dividends. 

V.  U.S.  political  interests 

In  the  U.S.  view,  Antarctica  is  owned  by  no  one.  It  is  governed  by  the  Antarctic  Treaty 
System,  a  collection  of  international  treaties  which  set  policy  and  articulate  permitted 
activities  in  the  Antarctic  region  for  those  governments  that  are  members.  Central  to  the 
Antarctic  Treaty  System  is  the  Antarctic  Treaty,  which  entered  into  force  in  1961.  Its 
primary  purpose  is  to  ensure  that  Antarctica  will  be  used  exclusively  for  peaceful  purposes. 
To  this  end.  the  Treaty  provides  for  the  freedom  of  scientific  research,  promotes 
international  cooperation  towards  this  goal,  and,  most  importantly  for  CCAMLR,  freezes 
all  territorial  claims. 

Seven  nations  claim  sovereignty  over  territory  in  Antarctica  (Argentina,  Australia,  Chile, 
France,  New  Zealand,  Norway  and  the  United  Kingdom;  the  claims  of  Argentina,  Chile  and 
the  UK  overlap).  The  U.S.  and  Russia  reserve  their  rights  to  assert  claims  in  the  continent. 


"  Drewry,  D.C.  1993.  The  future  of  Antarctic  scientific  research.  Polar  Record  29:37-44. 
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By  freezing  these  claims,  the  Antarctic  Treaty  ensured  that  scientific  research  could  proceed 
anywhere  on  the  continent. 

With  the  break  up  of  the  Soviet  Union,  and  the  reduction  in  the  Russian  Antarctic  Program, 
the  U.S.  has  become  the  principal  non-claimant  nation  with  a  substantial  presence  in 
Antarctica.  Thus,  if  a  claimant  nation  tried  to  act  on  its  claim,  the  U.S.  might  be  the  only 
country  which  could  effectively  challenge  this  action.  This  is  especially  true  in  the  waters 
surrounding  Antarctica.  As  long  as  claims  are  frozen,  these  waters  are  open  to  all  fishers 
(provided  they  abide  by  CCAMLR's  regulations). 

A  decreased  U.S.  presence  and  involvement  could  alter  this  fragile  balance  and  open  up  the 
possibility  of  claimant  nations  declaring  200  mile  exclusive  economic  zones  (EEZs)  in  these 
waters,  thus  limiting  access  to  the  viable  fisheries  to  fishers  from  the  U.S.  and  other  nations. 

VI.      FY  97  Appropriation  Request 

Although  the  AMLR  Program  is  vital  to  U.S.  interests  in  Antarctica,  and  to  the  sustainable 
management  and  geopolitical  stability  of  Southern  Ocean  fisheries,  it  had  been  constrained 

by  funding  limitations  since  its  inception.  Congress  originally  recommended  funding  the 
Program  at  S4  million  annually:  this  included  $1.8  million  to  charter  a  research  vessel. 
AMLR  has  never  been  funded  near  this  level,  and  each  year  its  appropriation  has  declined. 

A.        AMLR  Funding  Levels 

FY  1987         S1.8M  (included    contracting    the    Polish   vessel.    "Professor 

Svedlecki") 

use  of  NOAA's  ship  "Surveyor" 


FY  1988 

1.5M 

FY  1989 

1.3M 

FY  1990 

1.3M 

FY  1991 

1.3M 

FY  1992 

1.275M 

FY  1993 

1.2M 

FY  1994 

1.2M 

FY  1995 

1.2M 

FY  1996 

1.2M 

FY  1997 

1.2M 

charter  of  Russian  vessel 

(requested;  assumes  availability  of  charter  funds) 

B.        FY  97  Appropriation  Request 

For  FY  97.  level  funding  of  $1.2  million  will  be  needed  to  continue  the  principle  research 
components  of  the  U.S.  AMLR  Program.  Funding  will  allow  the  continuation  of  both  the 
land-based  and  ship-based  research  programs.  The  land-based  ecosystem  monitoring 
program  monitors  the  reproduction  and  foraging  behavior  of  the  primary  mammalian  and 
avian  krill  predators,  while  the  ship-based  studies  monitor  the  physical  oceanography  and 
spatial  distribution  and  abundance  of  krill  in  the  Southern  Ocean  contiguous  with,  and 
extending  beyond,  the  land-based  site. 

As  indicated  above,  when  the  R.V.  Surveyor  was  taken  off  line,  NOAA  chartered  a  Russian 
ship  to  support  the  AMLR  Program.  NOAA  will  again  be  contracting  for  a  ship  to  support 
AMLR  for  the  coming  season,  and  will  require  up  to  $2  million  for  this  charter.  If  these 
funds  are  not  available  within  the  National  Marine  Fisheries  Service  budget,  then  additional 
funds  would  be  needed  to  charter  a  vessel.  We  urge  you  to  ensure  that  money  is  available 
for  this  charter,  and  we  recommend  that  the  UNOLS  be  considered  when  this  charter  is 
awarded. 


VII.     Conclusion 

CCAMLR  was  launched  as  an  experiment  to  determine  if  nations  could  govern  fisheries  to 
avoid  ecological  and  subsequent  economic  catastrophe.  By  helping  to  effectively  implement 
CCAMLR,  AMLR  provides  a  model  for  ecosystem  management  of  domestic  and 
international  fisheries. 

As  fish  stocks  decrease  globally,  economic  pressures  will  compel  nations  to  increase  fishing 
in  the  Southern  Ocean.  Without  continued  scientific  effort  to  judge  proposals  for  fishing, 

the  same  problems  could  emerge  in  the  Southern  Ocean  that  are  occurring  in  other  regions 
of  the  world. 

The  results  of  the  research  undertaken  through  NOAA's  Antarctic  Marine  Living 
Resources  Program  have  enabled  the  U.S.  to  argue  persuasively  for  the  adoption  of 
conservation  measures  aimed  at  limiting  the  harvesting  of  exploited  species.  Without 
a  strong  U.S.  research  presence.  Southern  Ocean  fisheries  will  be  regulated  by  nations  with 
a  strong  economic  interest  and  presence  in  the  region.  Further,  implementation  of 
conservation  measures  will  be  difficult,  overfishing  will  persist,  and  the  marine  living 
resources  will  be  exploited  beyond  sustainable  levels. 

Continued  funding  of  the  Antarctic  Marine  Living  Resources  Program  will  protect 
the  lead  role  that  the  U.S.  has  played  over  the  past  thirty-five  years,  in  the  Antarctic 
Treaty  and  in  the  Antarctic  Treaty  System,  in  developing  ecologically  sound  and 
internationally  acceptable  approaches  to  Antarctic  issues.  It  is  apparent  that  there  is 
an  added  urgency  to  ensuring  that  CCAMLR  remains  effective.  Upheavals  in  international 
affairs  have  placed  new  pressures  on  Southern  Ocean  fisheries,  as  additional  nations  have 
begun  to  travel  south  in  search  of  new  fisheries.  And  an  increase  in  illegal  fishing  makes 
it  urgent  to  obtain  strong  measures  to  curtail  it. 

In  addition,  now  that  the  United  States  has  become  a  fishing  nation,  it  is  especially 
important  for  us  to  maintain  credibility.  This  is  not  the  time  for  the  U.S.  to  decrease  its 
research  efforts. 

Continuing  to  fulfill  our  obligations  under  CCAMLR  will  send  a  strong  message  about  out 
desire  to  maintain  the  Antarctic  as  a  region  dedicated  to  science  and  other  peaceful  uses, 
and  to  minimize  harm  to  the  environment.  It  will  allow  the  continued  stability  with  regard 
to  claims  in  the  region.  It  will  reflect  positively  on  our  commitment  to  the  Antarctic  Treaty 
System,  and  will  preserve  the  leadership  role  of  the  United  States  in  marine  living  resources 
research. 

The  AMLR  Program  has  encouraged  collaboration  with  scientists  of  many  nations. 
Politically,  this  cooperation  enhances  U.S.  interactions  in  other  international  fora,in  addition 
to  CCAMLR  and  the  Antarctic  Treaty  System. 

While  we  recognize  that  Congress  must  make  difficult  budget  decisions,  it  is  important  not 
to  underestimate  the  value  of  the  U.S.  AMLR  Program.  The  modest  allocation  of  funds 
that  is  being  requested  for  investment  in  Antarctic  marine  research  will  go  a  long  way 
toward  addressing  critical  environmental  and  political  issues  that  the  United  States  faces  in 
Antarctica.  For  future  generations,  investing  in  this  cost-effective  program  will  be  more 
important  than  the  modest  savings  gained  through  its  elimination. 

For  these  reasons,  we  respectfully  request  this  Subcommittee  to  approve  an 
appropriation  of  $1.2  million  to  support  NOAA's  Antarctic  Marine  Living  Resources 
Program. 
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PREPARED  STATEMENT  OF  LIZA  K.  BOWLES,  PRESIDENT,  NATIONAL 
ASSOCIATION  OF  HOME  BUILDERS  RESEARCH  CENTER,  INC. 

Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  President  of  the  NAHB  Research  Center,  which  is  a  wholly-owned  subsidiary  of  the 
National  Association  of  Home  Builders  (NAHB).  Our  parent  organization,  NAHB,  has  180.000 
members,  representing  every  industry  and  profession  that  relates  to  home  building.  These 
members  include  55,000  home  builders  who  build  80  percent  of  the  nation's  homes.  The 
Research  Center  studies  problems  and  issues  in  all  areas  of  home  building. 

In  this  testimony,  I  wish  to  focus  on  the  importance  of  providing  limited  but  adequate  Federal 
funding  for  programs  that  will  significantly  improve  productivity,  quality,  and  competitiveness 
in  home  building.  The  home  building  industry  faces  problems  in  these  areas  that  have  important 
consequences  for  home  buyers  and  for  the  U.S.  economy.  In  these  areas,  modest  Federal  funding 
can  achieve  highly  leveraged  benefits. 

Features  of  the  Housing  Industry 

In  both  social  and  economic  terms,  housing  is  a  major  U.S.  industry.  Residential  construction 
represents  about  4  percent  of  Gross  Domestic  Product,  amounting  to  $208  billion  in  1993,  not 
including  furnishings  and  appliances  that  are  purchased  for  homes.  According  to  the  Office  of 
Technology  Assessment,  the  multiplier  effect  of  $100  spent  on  housing  creates  $260  in  total 
output  throughout  the  economy. 

However,  the  housing  industry  lags  behind  other  industries  in  adoption  of  innovation,  R&D 
investment,  and  productivity.  Private  industry  is  prepared  to  invest  in  partnership  with  the 
Federal  government  to  achieve  greatly  needed  improvement. 

Housing's  problems  reflect  unique  features  of  the  industry.  Most  home  builders  are  small 
entrepreneurs.  A  majority  of  housing  firms  have  20  or  fewer  employees,  and  build  10  to  15 
houses  per  year. 

Not  surprisingly,  this  industry  is  conservative.  New  products  typically  average  1 5  years  before 
gaining  acceptance.  The  problems  affect  productivity.  Construction  ranks  at  the  bottom  of  U.S. 
industry  for  productivity  as  measured  against  labor  input.  The  opportunity  for  improvement  is 
great,  and  the  payoff  can  be  enormous.  According  to  a  study  of  construction  productivity 
conducted  by  the  NAHB  Research  Center,  every  percentage  point  improvement  in  productivity 
is  worth  about  $2  billion  to  the  economy. 

The  problem  has  an  impact  on  several  issues  that  stand  at  the  top  of  the  nation's  policy  agenda. 
These  include  housing  affordability,  energy  conservation,  resource  conservation,  modernization 
of  U.S.  industry,  protection  of  the  environment,  and  enhanced  global  competitiveness. 

A  central  improvement  that  is  required  is  more  effective  dissemination  of  information  on  new 
technologies  and  management  techniques  throughout  this  decentralized,  dispersed  industry. 

The  Federal  Role: 
National  Construction  Goals 

In  1994,  the  Federal  government  initiated  a  process  to  establish  National  Construction  Goals. 
The  Subcommittee  on  Construction  and  Building  (C&B)  of  the  Committee  on  Civilian  Industrial 
Technology  (CCIT)  was  assigned  the  task  of  establishing  a  set  of  National  Construction  Goals 
for  buildings  and  infrastructure.  CCrT  is  a  committee  of  the  National  Science  and  Technology 
Council  (NSTC).  a  cabinet-level  group  charged  with  setting  Federal  technology  policy  and 
coordinating  R&D  strategies  across  a  broad  cross-section  of  public  and  private  interests.  The 
National  Institute  of  Standards  and  Technology  (NIST)  co-chairs  the  C&B  Subcommittee. 
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The  two  highest-priority  National  Construction  Goals  for  the  residential  sector  are: 

a  20  percent  reduction  in  first  costs,  to  be  achieved  by  reductions  in  delivery  time,  use 
of  new  technologies,  and  improvements  in  productivity;  and 

50  percent  more  durability  and  flexibility  in  built  structures,  measured  in  terms  of  product 
life  cycles  and  adaptability  to  new  uses. 

The  Subcommittee  cited  information  and  decision  technologies  as  the  most  important  factor  in 
achieving  these  goals.  Areas  in  which  the  Federal  government  can  achieve  progress  by  forming 
partnerships  with  the  housing  industry  include  the  following: 

Quality,  including  certification  of  building  materials  and  the  installers  whose  workmanship 

is  critical  to  their  performance. 

Productivity,  including  reduction  of  the  2.44  man  years  currently  required  to  produce  a 

typical  single-family  house. 

Competitiveness,  including  maximum  capability  to  compete  with  rising  foreign  interest 

in  the  U.S.  housing  market. 

Job  creation,  based  on  increased  demand. 

Reduction  of  costly  liability  through  quick  access  to  information  on  installation  and 

performance  attributes  of  products  and  systems. 

Accelerated  investment  in  research  and  development. 

Delivery  of  appropriate  technical  information  to  increase  the  ability  of  housing  to 

withstand  natural  disasters,  including  earthquakes  and  hurricanes. 

Increased  housing  value,  achieved  through  improved  productivity  and  quality. 

Manufacturing  Extension  Centers  (MECs) 

The  Manufacturing  Extension  Partnership  (MEP)  Program,  operated  by  the  National  Institute  of 
Standards  and  Technology  (NIST),  is  designed  to  improve  information  dissemination  and  two- 
way  communication  transfer  on  new  technologies  and  management  techniques.  The  program 
provides  services  and  support  for  smaller  manufacturers,  giving  them  unprecedented  access  to 
new  technologies,  resources,  and  expertise.  At  the  heart  of  the  system  is  a  network  of  affiliated, 
locally  based  manufacturing  extension  centers  (MECs).  Each  center  is  a  partnership,  typically 
pooling  resources  from:  Federal,  state  and  local  government;  industry;  educational  institutions; 
and  other  sources  of  expertise,  information,  and  funding  support. 

The  MEP  program  has  established  a  network  of  more  than  60  MECs  throughout  the  United 
States.  Most  have  a  statewide  or  sub-state  area  of  activity,  focusing  on  all  of  the  small  and 
medium-sized  manufacturers  in  the  region  that  can  make  use  of  technical  assistance.  The  NAHB 
Research  Center  is  working  with  the  MECs  to  provide  linkages  between  the  MECs  and  the  home 
building  community. 

The  HomeBase  Program 

The  MEP  program  and  approach  have  tremendous  potential  for  addressing  the  problems  of  the 
housing  industry.  To  realize  this  potential,  the  NAHB  Research  Center,  with  cooperative  funding 
from  a  NIST  program  and  a  cross-section  of  building  product  manufacturers,  conducted  planning 
activities  in  1994-95  that  identified  a  set  of  products  and  services  that  was  collectively  given  the 
name  "HomeBase."  HomeBase  provides  technical  assistance  extension  services  to  home  builders. 
The  program  provides  channels  both  for  delivering  information  on  new  technologies,  and  securing 
information  from  builders  that  can  be  provided  to  manufacturers  to  improve  products  and 
productivity. 

HomeBase  includes  the  following  features: 

NAHB  has  developed  an  on-line  information  network  for  its  members  called  NAHB  On- 
Line,  which  provides  its  members  with  current  association  news.   The  Research  Center 
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plans  to  expand  this  service  by  providing  networking,  database,  and  expert  system 
technologies  to  help  builders  to  learn  about  new  technologies.  The  Research  Center  has 
begun  by  creating  a  website  to  provide  technical  information  to  builders  by  means  of  the 
World  Wide  Web. 

•        HomeBase  will  utilize  the  network  of  NAHB's  850  affiliated  state  and  local  chapters  to 
disseminate  technical  information  and  to  provide  services. 

In  November  1995,  the  NAHB  Research  Center  launched  a  toll-free  hotline  for  builders, 
to  answer  builder  requests  for  information  and/or  to  receive  builder  input  on  products, 
methods,  and  techniques.  The  response  provides  powerful  evidence  of  the  extent  of  the 
previously  unserved  need.  Over  1 ,000  calls  were  received  in  the  first  few  months,  and 
calls  are  currently  being  received  at  the  rate  of  40  per  day. 

The  Research  Center  has  produced  a  Building  Products  Catalog  on  CD-ROM.  which  is 
available  on  subscription  and  is  updated  every  three  months.  This  provides  builders  with 
a  one-stop  format  for  securing  up-to-date  information  on  building  products. 

The  existing  Manufacturing  Extension  Centers  (MECs)  constitute  a  valuable  channel  for 
information  dissemination  and  interchange  because  of  their  broad  geographic  distribution  and  the 
capabilities  they  have  developed  to  work  with  small-to-medium  sired  firms. 

Conclusion 

We  wish  to  take  this  opportunity  to  thank  the  Subcommittee  for  its  support  of  the  programs 
described  in  this  testimony.  We  are  greatly  pleased  that  you  share  our  belief  in  what  can  be 
done  with  moderate  Federal  outlays  in  this  area  that  are  joined  with  equivalent  amounts  of  private 
funding  to  create  successful  public-private  partnerships.  We  encourage  the  Congress  to  continue 
its  support  of  these  initiatives.  We  pledge  our  own  continuing  support,  and  we  believe  that  the 
joint  effort  will  return  many  times  their  cost  to  our  economy  and  our  society. 
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